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PREFACE 


This  legislative  history  has  been  prepared  to  provide  & 
convenient  reference  source  for  studies  of  the  developnettt  &i  the 
provisions  of  the  Social  Security  Act  as  amended  by  the  fSfeh 
Congress,  which  adjourned  on  October  12,  1984. 

The  legislative  history  began  with  the  Social  Security  Aet#  dS 
enacted  on  August  14,  1935,  and  pertained  only  to  the  beti^f it 
programs  (titles  II,  XVI,  and  XVIII)  administered  by  the^  gdcidl 
Security  Admnist ration.    Beginning  with  the  legislative  history 
of  the  95th  Congress,  the  history  has  been  expanded  to  include 
the  20  titles  of  the  Social  Security  Act. 

This  legislative  history  includes: 

Every  enactment  of  the  98th  Congress  amending  the  Social 
Security  Act. 

Relevant  committee  reports  of  the  House  of 
Representatives  and  the  Senate  relating  to  the  Social 
Security  Act  together  with  the  Conference  Reports. 

Excerpts  were  substituted  for  the  full  text  where  pertinent. 

In  some  instances  the  reports  accompanying  a  particular  act  will 
not  reflect  one  or  more  provisions  contained  in  the  Act.  This 
may  be  due  to  the  fact  that  the  particular  provision  was  added  to 
the  bill  on  the  floor  of  the  House,  or  Senate,  as  the  case  may 
be,  after  Issuance  of  the  particular  report  or  the  particular 
subject  matter  Involved  simply  was  not  included  in  the  report  of 
the  committee  proceedings.     In  these  cases,  background  material 
relating  to  the  amendment  may  be  found  in  the  Congressional 
Record  report  of  the  House  or  Senate  debate  on  the  bill.  The 
Congressional  Record  may  also  provide  a  useful  supplemental 
reference  source  even  in  those  cases  in  which  the  House  or  Senate 
report  discusses  the  particular  provision  in  which  the  researcher 
is  Interested .    It  is  not  feasible  to  reproduce  in  this 
legislative  history  the  thousands  of  pages  of  the  Congressional 
Record  carrying  the  House  and  Senate  debates  with  respect  to  the 
acts  Included  in  this  history.    However,  on  the  last  page  of  each 
public  law  contained  in  this  volume,  appears  a  listing  of  the 
dates  on  which  the  act  was  considered  in  the  House  and  Senate, 
and  the  volume  of  the  Congressional  Record  in  which  such  debate 
may  be  found. 


The  material  included  in  this 
legislative  history  is  an 
exact  photo-reproduction  of 
the  original  documents. 


Finder's  Aid 

P.L.  98-21  (97  Stat.  65)  Approved  April  20,  1983 
"Social  Security  Amendments  of  1983" 


Subject 


H.  Rep.* 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Section  Section  Stat.        Ft.  1  98-23  98-A7 


Trust  Fund  -  Normalized  201(a)  141(a)(1)(A)    98  6,  27,  10,  38  132 

Crediting  of  Taxes  36,  61, 

182 

Trust  Fund  -  Normalized  201(a)  141(a)(1)(B)    98  61,  182 

Crediting  of  Taxes 
(technical  amendment) 

Trust  Fund  -  Payment  of  201(a)  141(a)(2)  98  6,  36,  ~  132 

Interest  to  the  General  61,  182 

Fund 

Allocations  to  Disability        201(b)(l)(K)        126(a)  91  56,  183        9,  33,  127 

Trust  Fund  -  Percentage  of  73 

Wages 

Allocations  to  Disability        201(b)(l)(L)        126(a)  91  56,   183        9,  33,  127 

Trust  Fund  -  Percentage  of  73 

Wages 

Allocations  to  Disability        201(b)(l)(M)        126(a)  91  56,  183        9,  33,  127 

Trust  Fund  -  Percentage  of  73 

Wages 

Allocations  to  Disability        201(b)(l)(N)        126(a)  91  56,  183        9,  33,  127 

Trust  Fund  -  Percentage  New  73 

of  Wages 

Allocations  to  Disability        201(b)(l)(0)        126(a)  92  56  9,  33,  127 

Trust  Fund  -  Percentage  New  73 

of  Wages 

Allocations  to  Disability        201(b)(l)(P)        126(a)  92  56  9,  33  127 

Trust  Fund  -  Percentage  New 
of  Wages 

Allocations  to  Disability        201(b)(2)(K)        126(b)  92  56,  184        9,  33  127 

Trust  Fund  -  Percentage  of 
Self -Employment  Income 

Allocations  to  Disability        201(b)(2)(L)        126(b)  92  56,   184        9,  33  127 

Trust  Fund  -  Percentage  of 
Self -Employment  Income 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rei 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Allocations  to  Disability        201(b)(2)(M)        126(b)  92  56,  184        9,  33  127 

Trust  Fund  -  Percentage  of 
Self-Employment  Income 

Allocations  to  Disability        201(b)(2)(N)        126(b)  92  56,  184        9,  33  127 

Trust  Fund  -  Percentage  New 
of  Self-Employment  Income 

Allocations  to  Disability        201(b)(2)(O)        126(b)  92  56  9,  33  127 

Trust  Fund  -  Percentage  New 
of  Self-Employment  Income 

Allocations  to  Disability        201(b)(2)(P)        126(b)  92  56  9,  33  127 

Trust  Fund  -  Percentage  New 
of  Self-Employment  Income 

Composition  of  Board  of  201(c)  341(a)(1)  135  ~  9,  37  156 

Trustees  -  Public  Members 

Trustees'  Report  -  201(c)  154(a)  107  70,  86, 

Certification  by  the  Chief  185 

Actuary 

Membership  on  Board  of  201(c)  341(a)(2)  135  ~  9,  37 

Trustees  -  not  fiduciary 

Interfund  Borrowing  201^)(1)  142(a)(1)(A)    99  6,  36,  9,  34  132 

Extension  61,  187 

Interfund  Borrowing  from  201^)(1)  142(a)(1)(B)  99 

Hospital  Insurance  Trust 
Fund  (technical 
amendment) 

Interfund  Borrowing  -  201^(2)  142(a)(2)(A)    99  6,  36,  9,  34  132 

Transfer  of  Interest  (i)  61 

Interfund  Borrowing  -  201^(2)  142(a)(2)(A)     99  6,  36,  9,  34  132 

Transfer  of  Interest  (ii)  61 

Interfund  Borrowing  -  201^(2)  142(a)(2)(A)     99  6,  36,  9,  34  132 

Transfer  of  Interest  (iii)  61 

Interfund  Borrowing  -  20lCj&(3)(A)        142(a)(3)(A)  99 

Repayment  (technical 
amendment ) 

Interfund  Borrowing  -  201(/)(3)(B)        142(a)(3)(B)     99  6,  36,  9,  34  132 

Repayment  61 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat, 


H.  Rep. 
98-25 
Ft.  1 


S.  Rep. 

98-23 


H.C.  Rep. 
98-47 


Interfund  Borrowing  -  20ig^)(3)(C)        142(a)(3)(B)     100  6,  36,  9,  34  132 

Repayment  61 

Limits  on  Interfund  201^)(5)  142(a)(4)  100  36  9,  34  132 

Borrowing  From  Hospital 
Trust  Fund 

Accounting  for  201(m)  152(a)  105  6,  38,  9,  35  135 

Unnegotiated  Checks  and  New  64 

Crediting  to  Trust  Funds 

Old-Age  Benefits  -  202(a)  201(c)(1)(A)  108 

Definition  of  Retirement 
Age  (technical  amendment) 

Wife's  Benefits  -  202(b)  201(c)(1)(A)  108 

Definition  of  Retirement 
Age  (technical  amendment) 

Divorced  Wife's  Benefits  -      202(b)(3)(A)        301(a)(7)  111  189 

Remarriage  to  Person 
Entitled  to  Husband's 
Benefits  (conforming 
amendment ) 

Divorced  Wife's  Benefits  -      202(b)(3)(A)        309(a)  115  5,  33, 

Remarriage  to  Person  93,  189 

Entitled  to  Father's  or 
Mother's  Benefits 
(conforming  amendment) 

Divorced  Wife's  Benefits  -      202(b)(3)  307(a)  115  5,  33,  ~  143 

Remarriage  to  a  Person  93,  189 

Entitled  to  Child's 
Benefits 

Wife's  Benefits  -  Amount  202(b)(4)(A)        337(a)(1)  131  7,  22,  —  155 

of  Public  Pension  Offset  83,  103, 

189 

Wife's  Benefits  -  Rounding      202(b)(4)(A)        337(a)(2)  131  103,  189 

of  Amount  of  Public  Pension 

Offset 

Divorced  Wife's  Benefits  -      202(b)(5)  132(a)  93  5,  34,  6,   18,  130 

Disregarding  Entitlement         New  57,  190  73 

of  Insured  Individual 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 

98-25 
Ft.  1 


S.  Rep. 

98-23 


H.C.  R 

98-A7 


Definition  of  Retirement  202(c) 
Age  (technical  amendment) 

Divorced  Husband's  202(c)(1) 
Benefit  -  Elimination  of 
Gender-Based  Distinctions 


201(c)(1)(A)  108 
301(a)(1)  109 


6,  71, 
88,  190 


140 


Divorced  Husband's 
Benefits  -  Elimination  of 
Gender-Based  Distinctions 
(technical  amendment) 


202(c)(1)(B) 


301(a)(2)(A)  109 


89,  190 


Father's  Benefits  -  Child 
in  Care 

Divorced  Husband's 
Benefits  -  Elimination  of 
Gender-Based  Distinctions 
(technical  amendment) 


202(c)(1)(B) 


202(c)(1)(C) 
Redesignated 
as  (D) 


306(e)  114 
301(a)(2)(B)  109 


6,  72, 
190 


190 


142 


Divorced  Husband's  202(c)(1)(C) 
Benefits  -  Elimination  of  New 
Gender-Based  Distinctions 


301(a)(2)(B)  109 


6,  71, 
88,  190 


140 


Divorced  Husband's 
Benefits  (technical 
amendment ) 


202(c)(1)(D) 
As  redesig- 
nated 


301(a)(8)  111 


89,  190 


Divorced  Husband's 
Benefits  -  Elimination  of 
Gender-Based  Distinctions 


202(c)(1) 


301(a)(2)(C)  109 


6,  71, 
191 


140 


Father's  Benefits  -  Child 
in  Care  Attains  Age  16 

Father's  Benefits  -  No 
Child  in  Care 

Father's  Benefits  - 
(technical  amendment) 


Father's  Benefits  - 
(technical  amendment) 


202(c)(1) 


202(c)(l)(I) 
New 

202(c)(l)(I) 
Redesignated 
(J) 

202(c)(l)(J) 
Redesignated 
as  (K) 


306(d)  114 

306(f)  114 

306(f)  114 

306(f)  114 


92,  191 

6,  72, 
92,  191 

191 
191 


142 


142 


Divorced  Husband's 
Benefits  -  Elimination  of 
Gender-Based  Distinctions 
(technical  amendment) 


202(c)(2)(A) 


301(a)(6)  111 


192 
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Subject 


H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Section  Section  Stat.        Ft.  1  98-23  98-47 


Husband's  Benefits  -  202(c)(2)(A)        337(a)(1)  131  7,  22,  ~  155 

Amount  of  Public  Pension  83,  103, 

Offset  191 

Husband's  Benefits  -  202(c)(2)(A)        337(a)(2)  131  103,  192  — 

Rounding  of  Amount  of 
Public  Pension  Offset 

Divorced  Husband's  202(c)(3)  301(a)(3)  110  89,  192 

Benefits  -  Amount  of 
Benefits  (technical 
amendment ) 

Divorced  Husband's  202(c)(A)  301(a)(A)  110  5,  33,  —  140 

Benefits  -  Effect  of  New  70,  89, 

Remarriage  192 

Divorced  Husband's  202(c)(5)  301(a)(5)  110  5,  71,  6,  18,  140 

Benefits  -  Disregarding  192  73 

Entitlement  of  Insured 
Individual 

Definition  of  Retirement  202(d)  201(c)(1)(A)  108 

Age  (technical  amendment) 

Child's  Benefits  -  202(d)(5)(A)        301(a)(9)  111  6,  71,  —  143 

Marriage  to  Person  193 
Receiving  Husband's 
Benefits 

Child's  Benefits  -  202(d)(5)  307(a)  115  6,  72,  —  143 

Marriage  to  Person  193 
Entitled  to  Disability  or 
Child's  Benefits  -  Removal 
of  Gender-Based  Distinction 

Definition  of  Retirement  202(e)  201(c)(1)(A)  108 

Age  (technical  amendment) 

Disabled  Widow  or  202(e)(1)(B)        131(a)(3)(B)     92  5,  33,  6,   16,  129 

Surviving  Divorced  Wife's        (ii)  56,  193  73 

Benefits  -  Marriage  After 
Age  50 

Widow's  Benefits  -  202(e)(1)(D)        133(a)(2)(A)     96  193 

Indexing  of  Deferred 
Surviving  Spouse's  Benefits 
to  Recent  Wage  Levels 
(technical  amendment) 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Re 

Subject  Section  Section  Stat.        Ft.  1  98-23  98-47 


Widow's  Benefits  -  202(e)(1)(F)        131(a)(3)(C)    92  194 

Remarriage  to  Widower,  (1) 

Parent  or  Child 

Beneficiary  (technical 

amendment) 

Widow's  Benefits  -  202(e)(1)(F)        131(a)(3)(C)     92  194 

Remarriage  to  Widower,  (11) 
Parent  or  Child 
Beneficiary  (technical 
amendment ) 

Widow's  Benefits  -  202(e)(1)  133(a)(2)(A)    96  194 

Indexing  of  Deferred 
Surviving  Spouse's  Benefits 
to  Recent  Wage  Levels 
(technical  amendment) 

Widow's  Benefits  -  202(e)(2)  113(d)  79  194 

Individuals  Receiving 
Pensions  From  Noncovered 
Employment  (technical 
amendment ) 

Widow's  Benefits  -  202(e)(2)(A)         131(a)(3)(D)     92  194 

Remarriage  to  Widower, 
Parent  or  Child  Beneficiary 
(technical  amendment) 

Widow's  Benefits  -  202(e)(2)(A)        133(a)(1)(B)    95  34,  58,        6,  17,  129 

Indexing  of  Deferred  194  73 

Surviving  Spouse's 
Benefits  to  Recent  Wage 
Levels 

Widow's  Benefits  -  202(e)(2)(B)        133(a)(1)(A)     95  195 

Indexing  of  Deferred  Redesignated 
Surviving  Spouse's  as  (D) 

Benefits  to  Recent  Wage 
Levels  (technical  amendment) 

Widow's  Benefits  -  202(e)(2)(D)        133(a)(2)(B)     96  196 

Indexing  of  Deferred  (li) 
Surviving  Spouse's  Benefits 
to  Recent  Wage  Levels 
(technical  amendment) 

Widow's  Benefits  -  202(e)(3)  131(a)(1)  92  5,  33,  6,   16,  129 

Remarriage  to  Widower,  Repealed  196  73 

Parent  or  Child  Beneficiary 
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P.L.   98-21  (Cont.) 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat, 


H.  Rep. 

98-25 
Ft.  1 


S.  Rep. 

98-23 


H.C.  Rep. 
98-47 


Disabled  Widow  or 
Surviving  Divorced  Wife's 
Benefits  -  Remarriage  After 
Age  50 


202(e)(4) 


131(a)(2)  92 


5,  33,  6,  16, 

56,  196  73 


129 


Disabled  Widow  or 
Surviving  Divorced  Wife's 
Benefits  -  Remarriage 
After  Age  50  (technical 
amendment ) 


202(e)(4) 
Redesignated 
as  (3) 


131(a)(3)(A)  92 


196 


Disabled  Widow  or 
Surviving  Divorced  Wife's 
Benefits  -  Remarriage 
After  Age  50  (technical 
amendment ) 


202(e)(5) 
Redesignated 
as  (4) 


131(a)(3)(A)  92 


196 


Disabled  Widow  or 
Surviving  Divorced  Wife's 
Benefits  -  Remarriage 
After  Age  50  (technical 
amendment ) 


202(e)(6)  Re- 
designated as 
(5) 


131(a)(3)(A)  92 


196 


Disabled  Widow  or  202(e)(5)  As 

Surviving  Divorced  Wife's  redesignated 
Benefits  -  Remarriage  After 
Age  50  (technical  amendment) 


131(a)(3)(E)  92 


197 


Disabled  Widow  or 
Surviving  Divorced  Wife's 
Benefits  -  Remarriage 
After  Age  50  (technical 
amendment ) 


202(e)(7)  Re- 
designated as 
(6) 


131(a)(3)(A)  92 


197 


Disabled  Widow  or 
Surviving  Divorced  Wife's 
Benefits  -  Remarriage 
After  Age  50  (technical 
amendment ) 


202(e)(8)  Re- 
designated as 
(7) 


131(a)(3)(A)  92 


197 


Disabled  Widow  or  202(e)(7)  As 

Surviving  Divorced  Wife's  redesignated 
Benefits  -  Remarriage  After 
Age  50  (technical  amendment) 


131(a)(3)(F)  93 


197 


Widow's  Benefits  -  Amount 
of  Fublic  Fension  Offset 


202(e)(7)(A) 
As  redesig- 
nated 


337(a)(1)  131 


7,  22, 
83,  103, 
197 


155 


P.L.   98-21  (Cont.) 


8 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

97  98-25 
Stat.        Pt.  1 


S.  Rep. 

98-23 


Widow's  Benefits  - 
Rounding  of  Amount  of 
Public  Pension  Offset 


202(e)(7)(A) 
As  redesig- 
nated 


337(a)(2)  131 


103,  197 


Definition  of  Retirement 
Age  (technical  amendment) 

Widower's  Benefits  - 
Surviving  Divorced  Husband 

Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility 

Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 

Widower's  Benefits  - 
Entitlement  to  Father's 
Benefits  For  Month  Prior 
to  Age  65 

Widower's  Benefits  - 
Indexing  of  Deferred 
Surviving  Spouse ' s 
Benefits  to  Recent  Wage 
Levels  (technical  amendment) 

Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 

Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(f) 

202(f)(1) 

202(f)(1)(A) 


202(f)(1)(B) 
(11) 


202(f)(1)(C) 

(11) 

New 


201(c)(1)(A)  108 
301(b)(1)  111 


302 


112 


131(b)(3)(B)  93 


306(g)  114 


202(f)(1)(D)        133(b)(2)(A)  97 


202(f)(1)(D)        301(b)(2)  111 


202(f)(1)(F) 
(1) 


131(b)(3)(C)  93 


6,  71, 
89,  197 

6,  71, 
91,  197 


197 


6,  72, 
92,  198 


198 


89,  198 


198 


140 


141 


142 


Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(f)(1)(F) 
(11) 


131(b)(3)(C)  93 


198 


Widower's  Benefits  - 
Indexing  of  Deferred 
Surviving  Spouse's  Benefits 
to  Recent  Wage  Levels 
(technical  amendment) 


202(f)(1) 


133(b)(2)(A)  97 


198 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Ft.  1  98-23  98-47 


Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(f)(1) 


301(b)(2)  111 


89,  198 


Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(f)(2)(A)        131(b)(3)(D)  93 


198 


Widower's  Benefits  - 
Amount  of  Public  Pension 
Offset 


202(f)(2)(A) 


337(a)(1)  131 


7,  22, 
83,  103, 
198 


155 


Widower's  Benefits  - 
Rounding  of  Amount  of 
Public  Pension  Offset 


202(f)(2)(A) 


337(a)(2)  131 


103,  199 


Widower's  Benefits  - 
Individuals  Receiving 
Pensions  From  Noncovered 
Employment  (technical 
amendment ) 


202(f)(3) 


113(d) 


79 


200 


Widower's  Benefits  - 
Indexing  of  Deferred 
Surviving  Spouse's 
Benefits  to  Recent  Wage 
Levels 


202(f)(3)(A) 


133(b)(1)(B)  96 


34,  58, 
199 


6,  17, 
73 


129 


Widower's  Benefits  -  202(f)(3)(B) 
Indexing  of  Deferred  Redesignated 
Surviving  Spouse's  as  (D) 

Benefits  to  Recent  Wage 
Levels  (technical  amendment) 


133(b)(1)(A)  96 


200 


Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(f)(3)(B) 
(li)(II) 


301(b)(3)  111 


199 


Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(f)(3)(D) 
As  redesig- 
nated 


301(b)(4)  111 


200 


Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(f)(3)(D) 
As  redesig- 
nated 


301(b)(5)  111 


200 


P.L.  98-21  (Cont.) 
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Subject 


S.S.  Act 

Section 


H.  Rep. 

P.L.  97  98-25  S.  Rep.        H.C.  Rei 

Section  Stat.        Pt .  1  98-23  98-A7 


Widower's  Benefits  - 
Indexing  of  Deferred 
Surviving  Spouse's  BenefitE 
to  Recent  Wage  Levels 


202(f)(3)(D) 
(ii) 


133(b)(2)(B)  97 


3A.  58,  6,  17,  129 
200  73 


Widower's  Benefits  -  202(f)(4) 
Remarriage  Before  Age  of  Repealed 
Eligibility 


131(b)(1)  93 


6,  33, 

56,  200 


Disabled  Widower  or 
Surviving  Divorced  Husband 
Remarriage  After  Age  50 


202(f)(5) 


131(b)(2)  93 


6,  33,  6,  16, 

56,  200  73 


129 


Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment ) 


202(f)(5)  Re- 
designated as 
(4) 


131(b)(3)(A)  93 


6,  33, 

200 


Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(f)(4)  As 
redesignated 


301(b)(4)  111 


89,  200 


Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(f)(6)  Re- 
designated as 
(5) 


131(b)(3)(A)  93 


201 


Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(f)(5)  As 
redesignated 


301(b)(4)  111 


201 


Father's  Benefits 
(technical  amendment) 


202(f)(5)(A) 
As  redesig- 
nated 


306(h)  114 


92,  20] 


Father's  Benefits 
(technical  amendment) 


202(f)(5)(B) 
As  redesig- 
nated 


306(h)  114 


92,  201 


Father's  Benefits 
(technical  amendment) 


202(f)(5)(C) 
As  redesig- 
nated 


306(h)  114 


92,  201 


Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(f)(7)  Re- 
designated as 
(6) 


131(b)(3)(A)  93 


201 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat .        Pt .  1  98-23  98-47 


Disabled  Widower  or 
Surviving  Divorced 
Husband  -  Remarriage  After 
Age  50  (technical  amendment) 

Widower's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(f)(6)  As 
redesignated 


202(f)(6)  As 
redesignated 


131(b)(3)(E)  93 


301(B)(4)  111 


201 


201 


Widower's  Benefits  - 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(f)(8)  Re- 
designated as 
(7) 


131(b)(3)(A)  93 


201 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(a)(1)  113 


6,  72, 
92,  201 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(a)(2)  113 


6,  72, 
92.  201 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(a)(4)  113 


6,  72, 

92,  201 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(a)(5)  113 


6,  72, 
92,  201 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(a)(6)  113 


6,  72, 
92,  201 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(a)(7)  113 


6,  72, 
92.  201 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(a)(8)  113 


6,  72, 
92,  202 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g) 


306(b)  113 


6,  72, 
92,  201 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g)(1)(D)        306(a)(3)  113 


6,  72, 
92,  202 


142 


P.L. 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 
97  98-25 
Stat.        Pt.  1 


S.  Rep. 
98-23 


Father's  Benefits  - 
Elimination  of  Gender- 
Based  Distinctions 
(technical  amendment) 


202(g)(3)(A)        301(b)(6)  111  89,  202 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g)(3)(A)        306(a)(9)(A)  113 


6,  72, 
92.  202 


142 


Father's  Benefits  - 
Counterpart  of  Mother's 
Benefits 


202(g)(3)(A)        306(a)(9)(B)  113 


6,  72, 
92,  202 


142 


Father's  Benefits  - 
Marriage  to  Person  Entitled 
to  Disability  or  Child's 
Benefits  -  Removal  of 
Gender-Based  Distinctions 


202(g)(3)  307(a)  115  6,  72, 

93,  202 


143 


Father's  Benefits  -  Amount 
of  Public  Pension  Offset 


202(g)(4)(A)        337(a)(1)  131  7,  22, 

83,  103, 
203 


155 


Father's  Benefits  - 
Rounding  of  the  Amount  of 
Public  Pension  Offset 


202(g)(4)(A)        337(a)(2)  131  103,  203 


Parent's  Benefits  - 
Elimination  of  Gender- 
Based  Distinction 
(technical  amendment) 


202(h)(4)(A)        301(b)(7)  111  89,  204 


Parent's  Benefits  - 
Marriage  to  Person  Entitled 
to  Disability  or  Child's 
Benefits  -  Removal  of 
Gender-Based  Distinction 


202(h)(4)  307(a) 


115  6,  72, 

204 


143 


Applications  - 
Retroactivity  -  Death  of 
Widow  or  Widower  in  Month 
Preceding  Month  of  Filing 


202(j)(4)(B)        334(a)(2)  130  82,  102, 

(ill)  206 


153 


Applications  - 
Retroactivity  -  Death  of 
Widow  or  Widower  in  Month 
Preceding  Month  of  Filing 
(technical  amendment) 


202(j)(4)(B)        334(a)(1)  130  206 

(ill)  Redes- 
ignated as 
(Iv) 


13 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat, 


H.  Rep. 

98-25 
Pt.  1 


S.  Rep. 
98-23 


H.C.  Rep, 
98-47 


Applications  - 
Retroactivity  -  Death  of 
Widow  or  Widower  in  Month 
Preceding  Month  of  Filing 
(technical  amendment) 


202(j)(4)(B)        334(a)(1)  130 
(iv)  Redesig- 
nated as  (v) 


206 


Simultaneous  Entitlement 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(k)(2)(B)        131(b)(3)(F)  93 


207 


Simultaneous  Entitlement 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment ) 


202(k)(2)(B)        131(a)(3)(G)  93 


207 


Simultaneous  Entitlement 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(k)(3)(B)        131(b)(3)(F)  93 


207 


Simultaneous  Entitlement 
Remarriage  Before  Age  of 
Eligibility  (technical 
amendment) 


202(k)(3)(B)        131(a)(3)(G)  93 


207 


Minimum  Survivor '  s 
Benefit  -  (Repealed  But 
Still  Applicable  In  Some 
Cases)  -  Shift  of 
Cost-of-Living  Adjustments 
to  Calendar  Year  Basis 


202(m) 


111(a)(7)  72 


4,  20,  5,  14 

42,  208 


121 


Minimum  Survivor ' s 
Benefit  -  Limitation  on 
Reduction  For  Early 
Retirement  (technical 
amendment ) 


202(m)(2)(B)        134(b)  98 


208 


Reduction  of  Benefit 
Amounts  -  Definition  of 
Retirement  Age 
(technical  amendment) 


202(q) 


201(c)(1)(A)  108 


Reduction  of  Benefit 
Amounts  -  Definition  of 
Retirement  Age 
(technical  amendment) 


202(q)(l)  201(b)(2)  108 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Disabled  Widows  and 
Widowers  -  Limitation  on 
Benefit  Reduction  for  Early 
Retirement  (technical 
amendment ) 

Disabled  Widows  and 
Widowers  -  Limitation  on 
Benefit  Reduction  for  Early 
Retirement 

Reduction  of  Benefits  - 
(conforming  amendment) 

Disabled  Widows  and 
Widowers  -  Limitation  on 
Reduction  of  Benefits 
(technical  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Disabled  Widows  and 
Widowers  -  Limitation  on 
Reduction  of  Benefits 
(technical  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Disabled  Widows  and 
Widowers  -  Limitation  on 
Reduction  of  Benefits 
(technical  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 


202(q)(l)(B) 
(1) 


202(q)(l)(B) 
(11) 


202(q)(3)(E) 


202(q)(3)(E) 
(11) 


202(q)(3)(F) 


202(q)(3)(F) 
(11)(I) 


202(q)(3)(G) 
202(q)(3)(G) 

202(q)(5) 
202(q)(5) 
202(q)(5) 


202(q)(5)(A) 
(1) 

202(q)(5)(A) 
(11) 


134(a)(2)(C)  97 

134(a)(1)  97 

309(b)  115 

134(a)(2)(C)  97 

309(b)  115 
134(a)(2)(C)  97 

309(b)  115 
134(a)(2)(B)  97 


309(c)(1) 
309(c)(4) 
309(c)(5) 
309(c)(2) 
309(c)(3) 


115 


115 


115 


115 


115 


209 


35,  60,  6,  19,  130 
209  73 


93,  210 


210 


93,  210 


211 

93,  211 
211 

93,  212 

93,  212 

93,  212 

93,  212 

93,  212 
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P.L.   98-21  (Cont.) 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 

98-25 
Ft.  1 


S.  Rep. 

98-23 


H.C.  Rep. 

98-47 


Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Disabled  Widows  and 
Widowers  -  Limitation  on 
Reduction  For  Early 
Retirement 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits 
(conforming  amendment) 

Reduction  in  Benefits  - 
Increase  in  Retirement  Age 

Disabled  Widows  and 
Widowers  -  Limitation  on 
Reduction  of  Benefits 

Disabled  Widows  and 
Widowers  -  Limitation  on 
Reduction  of  Benefits 


202(q)(5)(B) 
(ii) 

202(q)(5)(C) 
202(q)(5)(D) 
202(q)(5)(D) 
202(q)(5)(D) 
202(q)(5)(D) 
202(q)(6) 


202(q)(6)(A) 
(i) 

202(q)(6)(A) 
(ii) 

202(q)(7) 


202(q)(7)(B) 
202(q)(7)(D) 
202(q)(9) 
202(q)(10) 


202(q)(10)(B) 
(i) 


309(c)(6)  115 

309(c)(6)  115 

309(c)(7)(A)  115 

309(c)(7)(B)  115 

309(c)(7)(C)  115 

309(c)(7)(D)  115 

134(a)(2)(A)  97 

309(d)(1)  115 

309(d)(1)  115 

134(a)(3)  97 

309(d)(2)(A)  116 

309(d)(2)(B)  116 

201(b)(1)  108 

134(a)(4)(A)  98 

134(a)(4)(B)  98 


93.  212 


93,  212 


93,  212 

93,  212  — 

93,  212 

93,  212  — 

212 

93,  213 

93,  213 


35,  60,  6,  19, 
213  73 


93,  213 


93,  214 


6,  66, 
214 


35,  60, 
214 


35,  60, 
214 


7,  20 


6,  19, 
73 


6,  19, 
73 


130 


136 


130 


130 
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H,  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Disabled  Widows  and  202(q)(10)(B)      134(a)(4)(C)      98  35,  60,        6,  19,  130 

Widowers  -  Limitation  on  (ii)  214  73 

Reduction  of  Benefits 

Disabled  Widows  and  202(q)(10)(C)      134(a)(4)(B)      98  35,  60,        6,  19,  130 

Widowers  -  Limitation  on  (i)  215  73 

Reduction  of  Benefits 

Disabled  Widows  and  202(q)(l)(C)        134(a)(4)(D)      98  35,  60,        6,  19,  130 

Widowers  -  Limitation  on  (ii)  215  73 

Reduction  of  Benefits 

Presumed  Filing  of  202(r)  201(c)(1)(A)     108  —  — 

Applications  -  Definition 
of  Retirement  Age 
(technical  amendment) 

Disregard  of  Child  Over  202(s)(l)  309(e)(1)  116  94,  215 

Specified  Age  and  Not 
Disabled  (conforming 
amendment ) 

Disregard  of  Child  Over  202(s)(2)  131(c)(1)  93  215  ~ 

Specified  Age  and  Not 
Disabled  (technical 
amendment) 

Disregard  of  Child  Over  202(s)(2)  309(e)(2)  116  94,  215  ~ 

Specified  Age  and  Not 
Disabled  (conforming 
amendment) 

Disregard  of  Child  Over  202(s)(3)  131(c)(2)  93  215  ~ 

Specified  Age  and  Not 
Disabled  (technical 
amendment) 

Disregard  of  Child  Over  202(s)(3)  309(e)(3)  116  94,  215 

Specified  Age  and  Not 
Disabled  (conforming 
amendment) 

Residency  Requirement  for        202(t)  340(a)(1)  134  ~  7,  23  156 

Alien  Dependents  and 

Survivors 

Residency  Requirement  for        202(t)(2)  340(b)  135  —  —  ~ 

Alien  Dependents  and 
Survivors  (technical 
amendment) 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Residency  Requirement  for 
Allen  Dependents  and 
Survivors  (technical 
amendment ) 


202(t)(4)  340(b) 


135 


Residency  Requirements 
for  Allen  Dependents  and 
Survivors 


202(t)(ll)  340(a)(2)  134 

New 


7.  23 


156 


Old-Age  Benefits  -  Delayed 
Retirement  -  Definition  of 
Retirement  Age  (technical 
amendment ) 


202(w) 


201(c)(1)(A)  108 


Old-Age  Benefits  -  Delayed 
Retirement  (technical 
amendment ) 


202(w)(l)(A)  114(a) 


79 


215 


Old-Age  Benefits  -  Delayed 
Retirement  -  Increment 
Months  to  Age  70 


202(w)(2)(A)        114(c)(1)  79 


4,  23,  7,  20 

101,  216 


134 


Old-Age  Benefits  -  Delayed 
Retirement  -  Increment 
Months  to  Age  70 


202(w)(3)  114(c)(1)  79 


4,  23,  7,  20 

101,  216 


134 


Old-Age  Benefits  -  Delayed 
Retirement  -  Computation 
of  Increase  in  Benefits 
After  1986 


202(w)(6)  114(b)  79 

New 


4,  23,  7,  20 

216 


134 


Limitation  on  Payment  to 
Prisoners 


202(x)  339(a)  133 

New 


7,  22 


157 


Maximum  Family  Benefit 
Computation 

Maximum  Family  Benefit 
Computation  (technical 
amendment ) 


203(a)(3)(A)        331(a)(1)         128  81,  100, 

(11)  218 

203(a)(7)  331(a)(2)  128  100,  220 


151 


Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 


203(b)  Redes-      132(b)(1)(A)  94 

ignated  as  (b)  (1) 

(1) 


221 


Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 


203(b)  132(b)(1)(A)  94 

(ill) 


222 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Ft.  1  98-23  98-47 


Deductions  on  Account  of  203(b)(1) 
Work  (conforming  amendment) 


309(f) 


116 


Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 

Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 

Deductions  on  Account  of 
Work  -  Family  Maximum 
Reduction  (conforming 
amendment) 

Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 

Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 

Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 

Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 

Deductions  -  No  Child  in 
Care  -  Definition  of 
Retirement  Age  (technical 
amendment ) 


203(b)(A)  Re-      132(B)(1)(A)  94 

designated  as  (iv) 

(b)(i) 


203(b)(B)  Re-  132(b)(1)(A)  94 

designated  as  (iv) 

(b)(ii) 

203(b)(l)(i)  331(b)  129 


203(b)  Redes-      132(b)(1)(A)  94 

ignated  as  (b)  (i) 

(1) 


203(b)(1)  Re-      132(b)(1)(A)  94 

designated  as  (11) 

(b)(1)(A) 


203(b)(2)  Re-      132(b)(1)(A)  94 

designated  as  (11) 

(b)(1)(B) 


203(b)(2) 
New 


203(c) 


132(b)(1)(A)  94 
(v) 


201(c)(1)(B)  109 


94,  222 


222 


222 


81,  101 

222 


221 


221 


221 


5,  34, 
57,  222 


Deductions  -  No  Child  in  203(c) 
Care  -  Definition  of 
Retirement  Age  (technical 
amendment) 


201(c)(2)  109 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Pt .  1  98-23  98-47 


Deductions  on  Account  of 
Work  Outside  U.S.  or  No 
Child  in  Care  (conforming 
amendment ) 


203(c) 


309(g)  116 


94,  223 


Deductions  on  Account  of 
Work  -  Exemption  of 
Divorced  Spouse 
(technical  amendment) 


203(d)(1)  Re-      132(b)(2)(A)  94 

designated  as 

(d)(1)(A) 


224 


Dependent's  Benefits  - 
Deductions  on  Account  of 
Work  Outside  U.S. 
(conforming  amendment) 


203(d)(1)(A)        309(h)  117 
As  redesig- 
nated 


94,  224 


Deductions  on  Account  of 
Work  -  Exemptions  of 
Divorced  Spouse 


203(d)(1)(B)  132(b)(2)(B)  95 
New 


34,  57. 
224 


Dependents'  Benefits  - 
Deductions  on  Account  of 
Work  Outside  U.S. 
(conforming  amendment) 


203(d)(2)  309(h)  117 


94,  224 


Deductions  -  No  Child  in 
Care  -  Definition  of 
Retirement  Age  (technical 
amendment ) 


203(f) 


201(c)(1)(B)  109 


Deductions  -  Months  in  203(f)(1) 
Which  Earnings  Charged  - 
Exemption  of  Divorced 
Spouse  (technical 
amendment ) 

Deductions  -  Months  in  203(f)(1) 
Which  Earnings  Charged  - 
Exemption  of  Divorced 
Spouse  (technical 
amendment ) 


132(b)(1)(B)  94 
(i)(I) 


132(b)(1)(B)  94 
(i)(II) 


225 


225 


Deductions  -  Months  in 
Which  Earnings  Charged  - 
Father's  Benefits 
(technical  amendment) 


203(f)(1)(F)        306(i)  114 


226 


Deductions  on  Account  of 
Work  -  Liberalizing 
Earnings  Test 


203(f)(3)  347(a)  138 


226 


7,  22 
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Subject 


S.S.  Act 

Section 


H.  Rep. 

P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Section  Stat.        Pt.  1  98-23  98-47 


Deductions  -  Payment  to 
Fund  for  Insurance  or 
Retirement  Annuities 


203(f)(5)(C) 


324(c)(4)  125 


7,  78, 
99,  227 


145 


Deductions  -  Months  in 
Which  Earnings  Charged 
Exemption  of  Divorced 
Spouse  (technical 
amendment) 


203(f)(7) 


132(b)(1)(B)  94 
(ii) 


228 


Deductions  -  Cost-of- 
Living  Adjustment  on 
Calendar  Year  Basis 
(conforming  amendment) 


203(f)(8)(A) 


111(a)(4)  72 


228 


Evidence  and  Procedure  - 
Elimination  of  Gender-Based 
Distinctions  (technical 
amendment) 


205(b) 


301(d)(1)  111 


90,  229 


Evidence  and  Procedure  - 
Surviving  Divorced  Father 
(conforming  amendment) 


205(b) 


309(i)(l)  117 


94,  229 


Evidence  and  Procedure  - 
Elimination  of  Gender-Based 
Distinctions  (technical 
amendment ) 


205(c)(1)(C) 


301(d)(2)  112 


90,  230 


Evidence  and  Procedure  - 
Surviving  Divorced  Father 
(conforming  amendment) 


205(c)(1)(C) 


309(i)(2)  117 


94,  230 


Evidence  and  Procedure  - 
Counterfeit-Proof 
Social  Security  Cards 


205(c)(2)(D) 


345(a)  137 


164 


Evidence  and  Procedure  -  205(r) 
Prevention  of  Payments  to  New 
Deceased  Individuals 


336 


130 


83,  102, 

230 


Nonassignability  of 
Benefits  -  No  Implied 
Statutory  Exceptions 
(technical  amendment) 


207  Redesig- 
nated as  (a) 


335(a)(1)  130 


102,  231 


Nonassignability  of 
Benefits  -  No  Implied 
Statutory  Exceptions 


207(b) 
New 


335(a)(2)  130 


82,  102, 
231 


153 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Definition  of  Wages  - 
Payments  on  Account  of 
Retirement 


209(b)(1)  324(c)(3)(A)  125 


7,  78,  10,  40  145 

99 


Definition  of  Wages  - 
Payments  on  Account  of 
Retirement  (technical 
amendment ) 


209(b)(2)  Re-      324(c)(3)(A)  125 

designated  as 

(1) 


Definition  of  Wages  - 
Payments  on  Account  of 
Retirement  (technical 
amendment) 


209(b)(3)  Re-      324(c)(3)(A)  125 

designated  as 

(2) 


Definition  of  Wages  - 
Payments  on  Account  of 
Retirement  (technical 
amendmen  t ) 


209(b)(4)  Re-      324(c)(3)(A)  125 

designated  as 

(3) 


Definition  of  Wages  - 
Payments  on  Account 
of  Retirement 


209(c) 
Repealed 


324(c)(3)(B)  125 


7,  78,  10,  40  145 

98 


Definition  of  Wages  - 
Payments  Under  an  Annuity 
Contract 


209(e)(5)  324(c)(2)  125 

New 


7,  78,  10,  39 

99,  232 


145 


Definition  of  Wages  - 
Payments  Under  Deferred 
Compensation  Plan 


209(e)(6)  324(c)(2)  125 

New 


7,  78,  10,  39 

99 


145 


Definition  of  Wages  - 
Payments  To  Supplement 
Pension  Benefits 


209(e)(7)  324(c)(2)  125 

New 


7,  78,  10,  39  145 

99 


Definition  of  Wages  - 
Payments  Under  Simplified 
Employee  Pensions 
(technical  amendment) 


209(e)(7)  328(b) 


128 


Definition  of  Wages  - 
Payments  Under  Simplified 
Employee  Pensions 


209(e)(8)  328(b)  128 

New 


7,  77,  10,  43  148 

98,  232 


Definition  of  Wages  - 
Payments  After  Age  62 

Definition  of  Wages  - 
Payments  on  Account  of 
Retirement  (technical 
amendment) 


209(1) 
Repealed 


324(c)(3)(B)  125 


209(m)(l)(A)        324(c)(3)(C)  125 
(1) 


77,  98,  10,40  148 
232 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat, 


H.  Rep. 
98-25 
Ft.  1 


S.  Rep. 
98-23 


H.C.  Rep. 
98-47 


Definition  of  Wages  - 
Payments  on  Account  of 
Retirement 

Definition  of  Wages  - 
Value  of  Meals  and 
Lodging  (technical 
amendment ) 

Definition  of  Wages  - 
Value  of  Meals  and 
Lodging  (technical 
amendment) 


209(m)(l)(C)  324(c)(3)(C) 
Repealed  (11) 


209(p)   [Dupll-  327(a)(2) 
cate  designation 
added  by  P.L. 
95-472] 


209(q) 


327(a)(2) 


125 


127 


127 


7,  77, 
98 


233 


10, 


148 


233 


Definition  of  Wages  - 
Value  of  Meals  and 
Lodging 

Definition  of  Wages  - 
Exclusions  -  Construction 
of  IRS  Regulations 

Definition  of  Wages  - 
Retired  Judges 

Definition  of  Wages  - 
Employer  Contribution 
Under  Deferred  Arrangement 

Definition  of  Employment  - 
U.S.  Citizen  or  Resident 
Employed  By  Foreign 
Affiliates  of  U.S.  Employers 

Definition  of  Employment  - 
International  Agreements 
(technical  amendments) 

Definition  of  Employment  - 
International  Agreement 

Definition  of  Employment  - 
Citizen  or  Resident  of  the 
U.S. 

Definition  of  Employment  - 
Coverage  of  Federal 
Employees 


209(r) 
New 


209 


210(a) 


210(a)(C) 
New 

210(a) 


327(a)(2) 


327(b)(2) 


209  101(c)(1) 
209  324(c)(1) 

210(a)(B)  321(b) 


127 


127 


70 


124 


322(a)(1)(A)  120 


322(a)(1)(B) 
323(a)(2) 


210(a)(5)  101(a)(1) 


121 


121 


67 


7,  80,  42 
100,  233 


7,  80, 
100,  233 


148 


234 


7,  78,  10 
99,  234 


73,  235 


97,  234 


75,  97, 

235 

75,  97, 

235 


3,  13,  5,  11 

39,  236,  71 
237 


145 


144 


150 


117 
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Subiect 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep, 
98-25 
Pt.  1 


S.  Rep. 

98-23 


H.C.  Rep. 
98-47 


Definition  of  Employment 
Coverage  of  Federal 
Employees 

Definition  of  Employment 
Employees  of  Nonprofit 
Organizations  (technical 
amendment ) 


210(a)(6) 


101(a)(1)  67 


210(a)(8)(A)        102(a)(1)  70 


3,  13,  5,  11, 

39,  238  71 


238 


117 


Definition  of  Employment 
Employees  of  Nonprofit 
Organizations  (technical 
amendment) 


210(a)(8) 


102(a)(2)  70 


238 


Definition  of  Employment 
Employees  of  Nonprofit 
Organizations 

Definition  of  Employment 
Coverage  of  Federal 
Employees  (technical 
amendment) 


210(a)(8)(B) 
Repealed 


210(p) 


102(a)(3)  70 


101(a)(2)  69 


3,  15,  5,  12, 

40,  238  71 


239 


118 


Self-Employment  - 
Deductions  for  One-Half 
of  Self-Employment  Taxes 
(technical  amendment) 


211(a)(10) 


124(c)(3)  90 


Self-Employment  -  21 1(a) (10) 

Exclusion  From  Gross 
Income  -  Foreign  Residency 

Self-Emplo3ment  -  21 1(a) (10) 

Exclusion  From  Gross 
Income  -  Foreign  Residency 

Self -Employment  -  211(a)(ll) 
Deduction  for  One-Half  of 
Self -Employment  Taxes 
(conforming  amendment) 


323(b)(2)(A)  121 


323(b)(2)(B)  121 


124(c)(3)  90 


76,  97, 

240 


76,  98, 

240 


145 


145 


Self -Employment  - 
Deduction  for  One-Half 
of  Self-Employment  Taxes 
(technical  amendment) 


211(a)(ll) 
Redesignated 
as  (12) 


124(c)(3)  90 


Self -Employment  - 
International  Agreements 


211(b) 


322(b)(1)  121 


75,  97, 
240 


150 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat, 


H.  Rep. 

98-25  S.  Rep. 

Ft.  1  98-23 


H.C.  Rep, 
98-47 


Computation  of  Primary 
Insurance  Amount  - 
Elimination  of  Windfall 
Benefits  -  Pensions  From 
Noncovered  Employment 


215(a)(7) 
New 


113(a) 


76 


4,  21,  5,  15 

45,  242 


120 


Computation  of  Primary 
Insurance  Amount  - 
Elimination  of  Windfall 
Benefits  -  Pensions  From 
Noncovered  Employment 


215(d)(5) 
New 


113(b) 


78 


4,  21,  5,  15  120 

45.  244 


Computation  of  Primary 
Insurance  Amount  - 
Definition  of  Retirement 
Age  (technical  amendment) 


215(f) 


201(c)(1)(C)  109 


Recomputation  of  Primary 
Insurance  Amount  - 
Elimination  of  Windfall 
Benefits  -  Pensions  From 
Noncovered  Employment 


215(f)(9) 
New 


113(c) 


78 


4,  21,  5,  15 

245 


120 


Computation  of  Primary 
Insurance  Amount  -  Shift 
of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 


215(1)(1)(A) 


111(b)(1) 


72 


4,  20,  5,  14 

42,  246 


121 


Computation  of  Primary 
Insurance  Amount  -  Shift 
of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 

Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Living  Increase  ■ 
Dependency  on  Trust  Fund 
Balance 


215(i)(l)(A)  111(b)(2) 

[as  in  effect 

12/78] 


215(i)(l)(B)  112(a)(1) 


72 


73 


4,  20,  5,  14. 

42,  246  71 


4,  20,  6,  19, 

43,  246  75 


121 


131 


Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance  (technical 
amendment) 


215(i)(l)(B)        112(a)(2)  73 


246 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 
98-25 
Ft.  1 


S.  Rep. 

98-23 


H.C.  Re 

98-47 


Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Livlng  Increase  - 
Dependency  on  Trust  Fund 
Balance  (technical 
amendment ) 


215(i)(l)(C)        112(a)(3)  73  247 

Redesignated 

as  (H) 


Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance 


215(i)(l)(C)        112(a)(4)         73  4,  20,         6,  19,  131 

New  43,  246  75 


Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance 


215(i)(l)(D)        112(a)(4)  73  4,  20,  6,  19,  131 

New  43,  246  75 


Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance 


215(i)(l)(E)        112(a)(4)  73  4,  20,  6,   19,  131 

New  43,  246  75 


Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance 


215(i)(l)(F)  112(a)(4) 
New 


74 


4,  20,  6,  19, 

43,  246  75 


131 


Computation  of  Primary 
Insurance  Amount  - 
Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance 


215(i)(l)(G)  112(a)(4) 
New 


74 


4,  20,  6,  19, 

43,  247  75 


131 


Computation  of  Primary 
Insurance  Amount  -  Shift 
of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 


215(i)(2)(A)  111(a)(1) 
(ii) 


72 


4,  20,  5,  14. 

42,  247  71 


121 


Computation  of  Primary 
Insurance  Amount  -  Shift 
of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 


215(i)(2)(A)  111(a)(6) 
(ii) 


72 


4,  20,  5,  14, 

42,  247  71 


121 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Computation  of  Primary  215(1)(2)(A)        112(b)  74  4,  20,  6,  19,  131 

Insurance  Amount  -  (ii)  43,  248  75 

Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance 

Computation  of  Primary  215(i)(2)(A)        111(a)(2)  72  4,  20,  5,  14,  121 

Insurance  Amount  -  Shift  (iii)  42,  248  71 

of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 

Computation  of  Primary  215(i)(2)(B)        111(a)(3)  72  4,  20,  5,  14,  121 

Insurance  Amount  -  Shift  42,  248  71 

of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 

Computation  of  Primary  215(i)(2)(B)        111(a)(6)  72  4,  20,  5,  14,  121 

Insurance  Amount  -  Shift  42,  248  71 

of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 

Computation  of  Primary  215(i)(2)(C)        112(d)(1)  75  4,  20,  6,   19  131 

Insurance  Amount  -  (iii)  ^3,  248 

Cost-of-Living  Increase  -  New 

Dependency  on  Trust  Fund 

Balance 

Computation  of  Primary  215(i)(4)  111(c)  72  4,  20,  5,  14,  121 

Insurance  Amount  -  Shift  42,  249  71 

of  Cost-of-Living 
Adjustments  to  Calendar 
Year  Basis 

Computation  of  Primary  215(i)(4)  112(d)(2)  75  249  — 

Insurance  Amount  - 

Cost-of-Living  Increase  - 

Dependency  on  Trust  Fund 

Balance  (technical 

amendment) 

Computation  of  Primary  215(i)(5)  112(c)  74  4,  20,  6,  19,  131 

Insurance  Amount  -  New  43,  249  75 

Cost-of-Living  Increase  - 
Dependency  on  Trust  Fund 
Balance 


27 


P.L.  98-21  (Cont.) 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 

98-25 
Ft.  1 


S.  Rep. 

98-23 


H.C.  Rep. 
98-47 


Definitions  -  Spouse; 
Surviving  Spouse 

Definitions  -  Divorced 
Spouses;  Divorce  (technical 
amendment ) 


216(a) 
New 


216(d) 


Definitions 
Husband 


Divorced 


Definitions  -  Surviving 
Divorced  Husband 

Definitions  -  Surviving 
Divorced  Father 

Definitions  -  Surviving 
Divorced  Parent 

Definitions  (technical 
amendment) 


Definitions  (technical 
amendment ) 


Definitions  -  Husband 
(conforming  amendment) 

Definitions  -  Widower 
(conforming  amendment) 

Definitions  - 
Determination  of  Family 
Status  -  Definitions  of 
Retirement  Age  (technical 
amendment ) 

Definitions  - 
Determination  of  Family 
Status  -  Illegitimate 
Children 

Definitions  - 
Determination  of  Family 
Status  -  Illegitimate 
Children 


216(d)(4) 
New 

216(d)(5) 
New 

216(d)(6) 
New 

216(d)(7) 
New 

216(d)(4)  Re- 
designated as 
(6) 

216(d)(6)  Re- 
designated as 
(8) 

216(f)(3)(A) 
216(g)(6)(A) 
216(h) 


216(h)(3) 


114 


114 


304(c)  112 

301(c)(2)  111 

301(c)(1)  111 

301(c)(1)  111 
306(c) 
306(c) 

301(c)(1)  111 

306(c)  114 

309(j)  117 

309(k)  117 
201(c)(1)(D)  109 


303(a) 


112 


216(h)(3) 


303(d)(1)  112 


91,  251 
89,  251 

6,  71, 
89,  251 

6,  71, 
89,  251 

6,  72 
6,  72 
251 


94,  251 
94,  252 


71,  90, 

252 


90.  252 


141 


140 


140 


142 


141 


141 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Re 

Subject  Section  Section  Stat.        Ft.  1  98-23  98-47 


Definitions  - 
Determination  of  Family 
Status  -  Illegitimate 
Children 


216(h)(3)(A)  303(b) 
(11) 


112 


71,  90, 

252 


141 


Definitions  - 
Determination  of  Family 
Status  -  Illegitimate 
Children 


216(h)(3)(B)  303(d)(2) 


112 


71,  90, 
253 


141 


Definitions  - 
Determination  of  Family 
Status  -  Illegitimate 
Children 


216(h)(3)(B)  303(c)  112 
(ii) 


71,  90, 

253 


141 


Definitions  -  Protection 
of  Benefits  of 
Illegitimate  Children 


216(h)(3)  333(a)  129 


82,  102, 

253 


152 


Definitions  -  Disability; 
Period  of  Disability  - 
Definition  of  Retirement 
Age  (technical  amendment) 


216(1) 


201(c)(1)(D)  109 


Definitions  -  Period  of 
Disability  -  Relaxation 
of  Insured  Status 
Requirements  (technical 
amendment ) 


216(1)(3)(B)  332(a)(1)  129 
(11) 


101,  254 


Definitions  -  Period  of 
Disability  -  Relaxation 
of  Insured  Status 
Requirements 


Definitions 
Age 


Retirement 


Benefits  in  Case  of 
Veterans  -  Credit  for 
Certain  Military  Service 
Elimination  of  Gender- 
Based  Distinctions 


216(1)(3)(B)        332(a)(2)  129 

(ill) 

New 


216(/)  201(a)  107 

New 

217(f)(all)  308(1)  115 


81,  101 
254 


73,  93, 

254 


7,  20, 
74 


152 


136 


144 


Benefits  in  Case  of 
Veterans  -  Credit  for 
Certain  Military  Service 
Elimination  of  Gender- 
Based  Distinctions 


217(f) 


308(2)  115 


73,  93, 
254 


144 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep, 


Subject  Section  Section  Stat.        Ft.  1  98-23  98-A7 


Benefits  in  Case  of  217(g)  151(a)  103  6,  37,  9,  35,  134 

Veterans  -  Financing  of  62,  256  74 

Noncontributory  Military 
Wage  Credits 

Coverage  of  State  and  218(e)(1)(A)        342(a)  136  —  9,  38,  159 

Local  Employees  -  Payment  74 

Schedule 

Coverage  of  State  and  218(g)  103(a)  71  4,  17,  5,  12,  119 

Local  Employees  -  No  42,  257  71 

Termination  of  Agreements 

Coverage  of  State  and  218(o)  325(a)  126  77,  99,        ~  150 

Local  Employees  -  Change  259 
of  Name  of  Coverage  Groups 
in  Utah 

Referral  for  222(b)(1)  309(^)  117  95,  259  — 

Rehabilitation  Services  - 
Surviving  Divorced 
Husband  (conforming 
amendment ) 

Referral  for  222(b)(2)  309(m)  117  95,  259 

Rehabilitation  Services  - 

Father's  Insurance 

Beneficiary  (conforming 

amendment) 

Referral  for  222(b)(3)  309(n)  117  95,  260  — 

Rehabilitation  Services  - 
Divorced  Husband 
(conforming  amendment) 

Disability  Benefits  -  223(a)  201(c)(1)(E)  109 

Definition  of  Retirement 
Age  (conforming  amendment) 

Disability  Benefits  -  223(a)  201(c)(3)  109 

Definition  of  Retirement 
Age  (conforming  amendment) 

Disability  Benefits  -  223(c)(1)(B)        332(b)(1)  129  101,  260  — 

Relaxation  of  Insured  (ii) 
Status  Requirements 
(technical  amendment) 
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Subject 


S.S.  Act 

Section 


H.  Rep. 

P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Section  Stat.        Ft.  1  98-23  98-47 


Disability  Benefits  - 
Relaxation  of  Insured 
Status  Requirements 


223(c)(1)(B) 

(iii) 

New 


332(b)(2)  129  81,  101, 

260 


152 


Disability  Benefits  - 
Definition  of  Disability  - 
Surviving  Divorced  Husband 
(conforming  amendment) 


223(d)(2)(A) 


309(o)  117  95,  260 


Disability  Benefits  - 
Definition  of  Disability  - 
Surviving  Divorced  Husband 
(conforming  amendment) 


223(d)(2)(B) 


309(o)  117  95,  262 


Disability  Benefits  -  223(f) 

Inmates  in  Penal  Stricken 

Institutions  (technical  See  202(x) 
amendment ) 


339(b)  13A 


Suspension  of  Disability 
Benefits  -  Surviving 
Divorced  Husband 
(conforming  amendment) 


225(a) 


309(p)  117  95,  262 


Entitlement  to  Medicare  - 
Widow  or  Surviving  Divorced 
Wife  Age  65  (technical 
amendment) 


226(e)(1)(A) 


131(a)(3)(H)      93  263 


Entitlement  to  Medicare  - 
Widower  or  Surviving 
Divorced  Husband  Age  65 
(technical  amendment) 


226(e)(1)(A) 


131(b)(3)(G)      93  263 


Entitlement  to  Medicare  - 
Disabled  Widower 
(conforming  amendment) 


226(e)(3) 


309(q)(l) 


117  95.  263 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse  (conforming 
amendment ) 


227(a) 


304(a)(1) 


112  6,  71 

91,  264 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(a) 


304(a)(2) 


112  6,  71, 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(a) 


304(a)(3) 


112  6,  71, 

91,  264 


141 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 
98-25 
Pt.  1 


S.  Rep. 

98-23 


H.C.  Rep. 
98-47 


Transitional  Insured  227(a) 

Status  -  Spouse,  Surviving 

Spouse 

Transitional  Insured  227(a) 
Status  -  Spouse,  Surviving 
Spouse 


30A(a)(4)  112  6,  71, 

91,  264 


304(a)(5)  112  6,  71, 

91,  264 


141 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(b) 


304(b)(1)  112  6,  71, 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(b) 


304(b)(2) 


112  6,  71. 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(b) 


304(b)(3) 


112  6,  71 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(b) 


304(b)(4) 


112  6,  71 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(c) 


304(b)(1) 


112  6,  71 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(c) 


304(b)(2) 


112  6,  71, 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(c) 


304(b)(3) 


112  6,  71, 

91,  264 


141 


Transitional  Insured 
Status  -  Spouse,  Surviving 
Spouse 


227(c) 


304(b)(4) 


112 

91,  264 


6,  71, 


141 


Uninsured  Individuals  Age 
72  -  Equalization  of 
Benefits 


228(a) 


305(d)(1) 


113  72,  91, 

265 


142 


Uninsured  Individuals  Age 
72  -  Equalization  of 
Benefits 


228(b)(1)  305(a)(1) 


113  72,  91 

265 


142 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Uninsured  Individuals  Age 
72  -  Equalization  of 
Benefits 


228(b)(2) 


305(a)(2) 


113 


72,  91, 
265 


142 


Uninsured  Individuals  Age 
72  -  Equalization  of 
Benefits 


228(c)(1) 


305(d)(1) 


113 


72,  91 

265 


142 


Uninsured  Individuals  Age 
72  -  Equalization  of 
Benefits 


228(c)(2) 


305(b) 


113 


72,  91, 
265 


142 


Uninsured  Individuals  Age 
72  -  Equalization  of 
Benefits 


228(c)(3) 


305(c) 


113 


72,  91 
266 


142 


Uninsured  Individuals  Age 
72  -  Equalization  of 
Benefits 


228(c)(4)(C) 


305(d)(2) 


113 


72,  91 
266 


142 


Benefits  for  Members  of  229(b) 
Uniformed  Services  - 
Financing  of  Noncontributory 
Military  Wage  Credits 

Adjustment  of  230(a) 
Contribution  and  Benefit 
Base  -  Shift  to  Calendar 
Year  Basis 

International  Agreements  -  233(e)(2) 
Effective  Dates 

Unemplo3nnent  Insurance  303(a)(5) 
Payment  -  Voluntary 
Deduction  for  Health 
Insurance 


151(b)(1) 

111(a)(5) 

326(a) 
523(b) 


104 


72 


126 


148 


6,  37,  9,  35, 

62.  267  74 


4,  20, 
42,  267 


78,  99, 
268 


119,  131 
269 


134 


121 


251 


177 


Unemployment 
Compensation  -  Penalty 
Against  State  for  Failure 
to  Pay  Interest  on  Advances 
(technical  amendment) 


303(c)(1) 


515(a) 


147 


Unemployment 
Compensation  -  Penalty 
Against  State  for  Failure 
to  Pay  Interest  on  Advances 
(technical  amendment) 


303(c)(2) 


515(a) 


147 
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S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep, 
98-25 
Pt.  1 


S.  Rep. 
98-23 


H.C.  Rep. 
98-47 


Unemployment  303(c)(3)  515(a)  147  ~  67  175 

Compensation  -  Penalty  New 
Against  State  for  Failure 
to  Pay  Interest  on  Advances 

AFDC  -  State  Plans  -  402(a)(36)  404(b)  140  8,  106,        —  166 

Assistance  From  Nonprofit  117,  269 

Organizations 

Nonassignability  of  459(a)  335(b)(1)  130  102,  270      —  153 

Benefits  -  Garnishment  for 
Child  Support  and  Alimony 
(statutory  exception) 

Trust  Fund  -  Legislative  709  143  102  37,  62,        ~  140 

Recommendations  of  Board         New  270 
of  Trustees 

Trust  Fund  -  Budgetary  710  346(a)(1)  137  7,  70, 

Treatment  [10/1/84  -  88,  270 

9/30/92]  New 

Trust  Fund  -  Budgetary  710  [10/1/92        346(b)  138  7,  70,  ~  140 

Treatment  on]  New  88,  271 

Capital  Expenditures  for  1122(c)  607(a)  171 

Health  Care  Facilities  - 
Payment  From  General  Funds 

Capital  Expenditures  for  1122(g)  607(b)(1)(A)     171  ~  ~ 

Health  Care  Facilities  - 

Definition 

Capital  Expenditures  for  1122(g)  607(b)(1)(B)  171 

Health  Care  Facilities  - 

Definition 

Capital  Expenditures  for  1122(j)  607(c)  172 

Health  Care  Facilities  -  New 
Conditions  for  Exemption 
From  Review 

Utilization  and  Quality  1153(b)(2)(C)      602(a)  163  272 

Peer  Review  -  Effective 
Date  for  Conflict  of 
Interest  Provision 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Unemployment 

Compensation  -  Advances  to 
States  -  Due  Date 
for  Interest  Payments 


1202(b)(3)(A)  514 


147 


66 


175 


Unemplo3nnent 

Compensation  -  Advances  to 
States  -  No  Interest 
Accrued  on  Deferred 
Interest 


1202(b)(3)(C)  511(c) 
(1) 


146 


65 


171 


Unemplojrment 

Compensation  -  Advances  to 
States  Payment  of 
Interest  -  Effective  Dates 


1202(b)(7)  511(b) 


145 


65 


171 


Unemployment 
Compensation  -  Advances 
to  States  -  Deferred 
Interest 


1202(b)(8)  511(a) 
New 


144 


65.  76 


171 


Unemployment 
Compensation  -  Advances 
to  States  -  Deferred 
Interest 


1202(b)(9)  511(a) 
New 


145 


65.  76 


171 


SSI  -  Residents  of 
Shelters  for  the  Homeless 
(technical  amendment) 


1611(e)(1)(A)  403(a)(1) 


140 


SSI  -  Residents  of 
Shelters  for  The  Homeless 


1611(e)(1)(D)  403(a)(2) 
New 


140 


8,  106, 
117,  273 


166 


SSI  -  Income  and  Resources 

Exclusion  -  Assistance 

From  Nonprofit  Organizations 


1612(b)(13)  404(a) 


140 


8,  106, 
117,  273 


166 


SSI  -  Cost-of-Living 
Adjustments  -  Increase  in 
Standard 


1617(a)(2)  401(b) 


139 


106,  109      10,  45. 
75 


164 


SSI  -  Cost-of-Living 
Adjustments  -  Increase  in 
Standard  (technical 
amendment ) 


1617(b) 


401(a)(2) 


139 


274 


SSI  -  Cost-of-Living 
Adjustments  -  Increase  in 
Standard 


1617(c)  401(a)(1)  138  106,  109,     10,  45,  164 

274  75 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 

98-25 
Ft.  1 


S.  Rep. 
98-23 


H.C.  Rep. 
98-47 


SSI  -  State  1618(c)  402  139 

Supplementation  Programs  Redesignated 

(technical  correction)  as  (d) 

SSI  -  Adjustments  in  Pass-  1618(e)  402  139  106,  112,     45  165 

Through  Provisions  New  275 

Medicare  -  Physicians  1814(g)  602(b)  163  140,  276  — 

in  Teaching  Hospitals 
(conforming  amendment) 

Medicare  -  Inpatient  Care        1814(h)(2)  602(c)  163  277 

in  Veterans  Administration 
Hospitals  -  Amounts  of 
Payment  (conforming 
amendment ) 

Medicare  -  Elimination  of        1814(j)  601(d)(2)  152  152,  277 

Lesser-of-Costs-or-Charges 

(technical  amendment) 

Medicare  -  Elimination  of        1814(j)(2)  601(d)(1)  152  152 

Lesser-of-Cost-or-Charges 

(technical  amendment) 

Medicare  -  Normalized  1817(a)  141(b)(1)(A)      98  61,  36,        10,  38  132 

Crediting  of  Taxes  to  278 
Trust  Funds 

Medicare  -  Normalized  1817(a)  141(b)(1)(B)      98  61,  36,        10,  38  13*2 

Crediting  of  Taxes  to  278 
Trust  Funds 

Medicare  -  Normalized  1817(a)  141(b)(2)  98  7,  36,  —  132 

Crediting  of  Taxes  to  61,  278 

Trust  Funds  -  Investments 

Medicare  -  Members  1817(b)  341(b)(1)  135  —  9,  37  156 

of  the  Public  on  Board 
of  Trustees 

Medicare  -  Trustees  1817(b)  154(b)  107  70,  86,        —  139 

Report  -  Actuarial  279 

Opinion 

Medicare  -  Trustees  -  1817(b)  341(b)(2)  135  —  9,  37  156 

No  Personal  Liability 

Medicare  -  Interfund  1817(j)(l)  142(b)(1)(A)     100  6,  61  9,  34  132 

Borrowing  Extension 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Pt.  1  98-23  98-47 


Medicare  -  Interfund 
Borrowing  -  Trust  Fund 
Balance  Limitation  on 
Loans  (technical 
amendment) 


1817(j)(l) 


142(b)(1)(B)  100 


Medicare  -  Interfund 
Borrowing  -  Date  Interest 
Payments  Due 


1817(j)(2) 


142(b)(2)(A)  100 
(i) 


6,  61  34 


132 


Medicare  -  Interfund 
Borrowing  -  Accrued 
Interest  Payment 


1817(.1)(2) 


142(b)(2)(A)  100 
(ii) 


34 


132 


Medicare  -  Interfund 
Borrowing  -  Rate  of 
Interest  Based  on 
Current  Investment  Rates 


1817(j)(2) 


142(b)(2)(A)  101 
(iii) 


Medicare  -  Interfund 
Borrowing  -  End-of-Year 
Repayment  Based  Upon 
Trust  Fund  Rates 
(technical  amendment) 


1817(j)(3)  Re-    142(b)(3)(A)  101 

designated  as 

(j)(3)(A) 


Medicare  -  Interfund 
Borrowing  -  End-of-Year 
Repayment  Based  Upon 
Trust  Fund  Rates 


1817(j)(3)(B) 
New 


142(b)(3)(B)  101 


34 


132 


Medicare  -  Interfund 
Borrowing  -  Date  Full 
Amount  of  Repayment  Due 


1817(j)(3)(C) 
New 


142(b)(3)(B)  101 


6,  61 
282 


34 


132 


Medicare  -  Interfund 
Borrowing  -  Trust  Fund 
Balance  Limitation  on  Loans 


1817(j)(5) 


142(b)(4)  101 


34 


132 


Medicare  -  Payment  of 
Premiums  -  Coincident  to 
Cost-of-Living  Increase 
(technical  amendment) 


1818(c) 


606(a)(3)(D)  170 


Medicare  -  Time  of 
Determination  of  Premium 
Amount 


1818(d)(2) 


606(b)(1)  171 


84,  105, 
282 


Medicare  -  Time  Period 
Considered  in  Determining 
Premium  Amount 


1818(d)(2) 


606(b)(2)  171 


84,  105, 
282 


Medicare  -  Time  Period 
Considered  in  Determining 
Premium  Amount  (technical 
amendment ) 


1818(d)(2) 


606(b)(3)  171 


105,  282 
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H.  Rep. 

S.S.  Act  P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Ft.  1  98-23  98-47 


Medicare  -  Inpatient 
Services  -  Reasonable  Cost 
(conforming  amendment) 


1835(e) 


602(b)  163 


283 


Medicare  -  Amount  of 

Premiums  -  Coincident 

to  Cost-of-Living  Increases 


1839(a) 


606(a)(1)  169 


84,  105, 
283 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(b) 


606(a)(1)  169 


105 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increases 
(technical  amendment) 


1839(c) 


606(a)(1)  169 


105 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(d)  Re- 
designated as 
(b) 


606(a)(2)  170 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(b)  As  re- 
designated 


606(a)(3)(A)  170 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(e)  Re- 
designated as 
(c) 


606(a)(2)  170 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(f)  Re- 
designated as 
(d) 


606(a)(2)  170 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(d)  As  re- 
designated 


606(a)(3)(B)  170 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(g)  Re- 
designated as 
(e) 


606(a)(2)  170 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1839(e)  As  re- 
designated 


606(a)(3)(C)  170 
(1) 
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Subject 


S.S.  Act 

Section 


H.  Rep. 

P.L.  97  98-25  S.  Rep.        H.C.  Rep. 

Section  Stat.        Pt.  1  98-23  98-47 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
Effective  Dates 


1839(e)(1)  As  606(a)(3)(C)  170 
redesignated  (ii) 


84,  105, 
284 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
Effective  Dates 


1839(e)(2)  As  606(a)(3)(C)  170 
redesignated  (iii) 


84,  105, 
284 


Supplementary  Medical 
Trust  Fund  -  Members  of 
the  Public  on  Board  of 
Trustees 


1841(b) 


341(c)(1)  135 


9,  37 


156 


Supplementary  Medical 
Trust  Fund  -  Trustees' 
Report  -  Actuarial  Opinion 


1841(b) 


154(c)  107 


70,  86 


Supplementary  Medical 
Trust  Fund  -  Trustees 
No  Personal  Liability 


1841(b) 


341(c)(2)  135 


9,  37  156 


Medicare  -  Amount  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1843(d)(1)  606(a)(3)(E)  171 


105 


Medicare  -  Amounts  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1844(a)(1)(A)  606(a)(3)(F)  171 
(i)  (i) 


Medicare  -  Amounts  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1844(a)(1)(A)  606(a)(3)(F)  171 
(i)  (li) 


Medicare  -  Amounts  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1844(a)(1)(B)  606(a)(3)(G)  171 
(i)  (i) 


Medicare  -  Amounts  of 
Premiums  -  Coincident 
to  Cost-of-Living  Increase 
(technical  amendment) 


1844(a)(2)(B)  606(a)(3)(G)  171 
(i)  (ii) 


Medicare    -  Post-Hospital 
Extended  Care  Provided 
By  Hospital  (conforming 
amendment ) 


1861(v)(l)(G)  602(d)(1)  163 
(i) 


287 
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H.  Rep. 

S.S.  Act  P.L.  97  9B-25  S.  Rep.        H.C.  Rep. 

Subject  Section  Section  Stat.        Ft.  1  98-23  98-47 


Medicare  -  More  Expensive 
Than  Semlprlvate  Inpatient 
Accommodations  (conforming 
amendment ) 


1861(v)(2)(A)  602(d)(2) 


163 


287 


Medicare  -  Cost  of  Items 
or  Services  Under  Agreement 
(conforming  amendment) 


1861(v)(2)(B)  602(d)(3) 


163 


288 


Medicare  -  Bed  and  Board 
More  Expensive  Than  Semi- 
private  Accommodations 
(conforming  amendment) 


1861(v)(3) 


602(d)(4) 


163 


288 


Medicare  -  Institutional 
Planning  -  Capital 
Expenditures  Plan  Review 
(technical  amendment) 


1861(z)(2)  Re- 
designated as 
(z)(2)(A) 


607(d) 


172 


Medicare  -  Institutional 
Planning  -  Amount  of 
Capital  Expenditures  for 
Which  Plan  Required 


1861(z)(2)(A) 
As  redesig- 
nated 


607(b)(2) 


171 


138 


52 


191 


Medicare  -  Institutional 
Planning  -  Capital 
Expenditures  Plan  Review 


1861(z)(2)(B) 
New 


607(d) 


172 


138 


52 


191 


Medicare  -  Exclusions 
From  Coverage  -  Certain 
Unnecessary  Clinical  Care 
Items  Exception 
(technical  amendment) 


1862(a)(1) 


601(f)(1) 


162 


Medicare  -  Exclusions 
From  Coverage  -  Certain 
Unnecessary  Clinical  Care 
Items  Exception 
(technical  amendment) 


1862(a)(1)(B)  601(f)(2) 


162 


Medicare  -  Exclusions 
From  Coverage  -  Certain 
Unnecessary  Clinical  Care 
Items  Exception 
(technical  amendment) 


1862(a)(1)(C)  601(f)(3) 


162 


Medicare  -  Exclusion 
From  Coverage  -  Certain 
Unnecessary  Clinical  Care 
Items  Exception 


1862(a)(1)(D) 
New 


601(f)(4) 


162 
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AO 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 
98-25 
Pt.  1 


S.  Rep. 

98-23 


H.C.  Rep. 

98-A7 


Medicare  -  Exclusion  1862(a) (12)         602(e)(1)  163  288  — 

From  Coverage  - 
Nonphysicians '  Services 
to  Inpatient  by  Outside 
Entities  (technical  amendment) 

Medicare  -  Exclusion  1862(a)(13)  602(e)(2)  163  288  ~  ~ 

From  Coverage  - 
Nonphysicians'  Services 
to  Inpatient  by  Outside 
Entities  (technical  amendment) 

Medicare  -  Exclusion  1862(a)(lA)  602(e)(3)  163  156,  288      50  183 

From  Coverage  -  New 

Nonphysicians'  Services 

to  Inpatient  by  Outside 

Entities 

Medicare  -  Agreements  1866(a)(1)(D)      602(f)(1)(A)     163  289 

With  Providers 
(technical  amendment) 

Medicare  -  Agreements  1866(a)(1)(E)      602(f)(1)(B)     163  289 

With  Providers 
(technical  amendment) 

Medicare  -  Agreements  1866(a)(1)(F)      602(f)(1)(C)     16A  9,  1A3,        55  196 

With  Providers  -  Quality         New  156,  289 

Control  Peer  Review 
Agreement 

Medicare  -  Agreements  1866(a)(1)(F)      602(/)(l)  166  9,  1A3,        55  196 

With  Providers  -  Quality  156 
Control  Peer  Review 
Agreement  -  Effective  Date 

Medicare  -  Agreements  1866(a)(1)(G)      602(f)(1)(C)     16A  9,  1A3,        —  196 

With  Providers  -  No  New  156,  289 

Charge  For  Unnecessary 
Admissions 

Medicare  -  Agreements  1866(a)(1)(H)      602(f)(1)(C)     16A  9,  1A3,        55  196 

With  Providers  -  To  New  156,  289 

Provide  All  Services 
Specified 


41 


^•L-   98-21  CCont.) 


S.S.  Act 

Section 


P.L. 

Section 


97 

Stat. 


H.  Rep. 
98-25 
Pt.  1 


S.  Rep. 

98-23 


H.C.  Rep. 

98-47 


Medicare  -  Termination  1866(a)(1)  602^(2)  166  ~  ~  197 

of  Peer  Review 
Organization's  Contract  - 
Provides  Compliance 
(technical  amendment) 

Medicare  -  Provides  1866(a)(2)(B)      602(f)(2)  164  148,  156,  — 

Operating  Costs  -  Charges        (ii)  290 
to  Individuals  for 
Unnecessary  Services 
(conforming  amendment) 

Medicare  -  Amount  of  1876(a)(5)(A)      606(a)(3)(H)  171 

Payment  to  Health  (ii)  (i) 

Maintenance  Organizations  - 
Coincident  to  Cost-of-Living 
Increase  (technical  amendment) 

Medicare  -  Amount  of  1876(a)(5)(B)      606(a)(3)(H)     171  ~ 

Payment  to  Health  (ii)  (ii) 

Maintenance  Organizations  - 

Coincident  to  Cost-of-Living 

Increase  (technical 

amendment) 

Medicare  -  Payment  to  1876(g)(4)  602(g)  164  148,  156,     55  198 

Health  Maintenance  New  290 

Organizations  -  Risk- 
Sharing  Contract 

Medicare  -  Provider  1878(a)  602(h)(1)(A)     165  291  ~  202 

Reimbursement  Review 
Board  -  Review  of 
Provider  Cost  Report 
(conforming  amendment) 

Medicare  -  Provider  1878(a)(1)(A)      602(h)(1)(C)     165  291 

Reimbursement  Review 

Board  -  Review  of 

Determinations  as  to 

Operating  Costs 

(technical  amendment) 

Medicare  -  Provider  1878(a)(1)(A)      602(h)(1)(B)     165  291  ~  ~ 

Reimbursement  Review  Redesignated 

Board  -  Review  of  as  (A)(i) 

Determinations  as  to 

Operating  Costs 

(technical  amendment) 
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Medicare  -  Provider 
Reimbursement  Review 
Board  -  Review  of 
Determinations  as  to 
Operating  Costs 
(conforming  amendment) 

Medicare  -  Provider 
Reimbursement  Review 
Board  -  Review  of 
Determinations  as  to 
Operating  Costs 
(conforming  amendment) 

Medicare  -  Provider 
Reimbursement  Review 
Board  -  Jurisdiction 
(conforming  amendment) 

Medicare  -  Provider 
Reimbursement  Review 
Board  -  Appeal  by 
Providers  Under  Common 
Ownership  or  Control 


1878(a)(1)(A)      602(h)(1)(C)  165 

(il) 

New 


1878(a)(3)  602(h)(1)(D)  165 


1878(f)(1)  602(h)(2)(A)  165 


1878(f)(1)  602(h)(2)(B)  165 


291 


291 


202 


57 


202 


202 


Medicare  -  Provider 
Reimbursement  Review 
Board  -  No  Appeal  of 
Certain  Determinations 
(technical  amendment) 


1878(g)  Re-  602(h)(3) 

designated  as 

(g)(1) 


165 


291 


Medicare  -  Provider 
Reimbursement  Review 
Board  -  No  Appeal  of 
Certain  Determinations 


1878(g)(2)  602(h)(3) 
New 


165 


143,  156,  57 
291 


202 


Medicare  -  Provider  1878(h)  602(h)(4)  165  291 

Reimbursement  Review 
Board  -  Qualifications 
of  Members  (conforming 
amendment ) 


Medicare  -  Renal  Dialysis        1881(b)(2)(A)      602(1)  165  293 

Services  Determination  of 
Amounts  of  Payment 
(conforming  amendment) 
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Medicare  -  Inpatient  1886(a)(1)(D)      601(a)(1)  149  8,  151,        49  183 

Hospital  Services  -  New  293 

Nonrecognition  of 
Costs  in  Excess  of 
Hospital  Group  Average 

Medicare  -  Definition  of  1886(a)(4)  601(a)(2)  149  151,  294      49  183 

"Operating  Costs  of 
Inpatient  Hospital  Services" 

Medicare  -  Inpatient  1886(b)(1)  601(b)(1)  149  294  —  — 

Hospital  Services  - 
Operating  Costs 
(technical  correction) 

Medicare  -  Inpatient  1886(b)(1)  601(b)(2)  150  9,  141,        53  193 

Hospital  Services  -  151,  294 

Operating  Costs  for 
Certain  Hospitals 

Medicare  -  Inpatient  1886(b)(1)  601(b)(3)  150  9,  141,  49 

Hospital  Services  -  151,  294 

Payment  Limitations 
Exception  -  Diagnosis 
Related  Groups 

Medicare  -  Inpatient  1886(b)(2)  601(b)(4)  150  151,  295      49  180,  192 

Hospital  Services  -  Repealed 
Payment  Limitations  - 
Effective  Dates 

Medicare  -  Inpatient  1886(b)(3)(B)      601(b)(5)  150  8,   151,        53  180 

Hospital  Services  -  295 
Prospective  Payment  Rate 

Medicare  -  Inpatient  1886(b)(3)(B)      601(b)(6)  150  8,   132,        49  180 

Hospital  Services  -  151,  295 

Prospective  Payment  Rate  - 
Fiscal  Year 

Medicare  -  Inpatient  1886(b)(3)(B)      601(b)(7)  150  295 

Hospital  Services  - 
Prospective  Payment  Rate 
(technical  amendment) 

Medicare  -  Inpatient  1886(b)(3)(B)      601(b)(8)  150  295 

Hospital  Services  - 
Prospective  Payment  Rate 
(technical  amendment) 
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Medicare  -  Inpatient  1886(b)(6)  601(b)(9)  150  8  ~  184 

Hospital  Services  -  Repealed 

Prospective  Payment  Rate  - 

Employee  Social  Security 

Coverage 

Medicare  -  Inpatient  1886(b)(6)  601(b)(9)  150  8  ~  184 

Hospital  Services  -  New 

Prospective  Payment  Rate  - 

Employee  Social  Security 

Coverage 

Medicare  -  Hospital  1886(c)(1)(B)      601(c)(1)(A)     150  295  — 

Reimbursement  Control 
System  (technical  amendment) 

Medicare  -  Hospital  1886(c)(1)(C)      601(c)(1)(B)     150  295 

Reimbursement  Control 
System  (technical  amendment) 

Medicare  -  Hospital  1886(c)(1)(D)      601(c)(1)(C)     150  145,  151,     55  199 

Reimbursement  Control  New  296 

System  -  Health 
Maintenance  Organization 

Medicare  -  Hospital  1886(c)(1)(E)      601(c)(1)(C)     150  145,  151      55  199 

Reimbursement  Control  New 
System  -  Exclusion  of 
Certain  Costs 

Medicare  -  Hospital  1886(c)(1)  601(c)(1)(C)     150  145,   151,     55  200 

Reimbursement  Control  296 
System  -  Limitations  on 
Denial  of  Payments  to  States 

Medicare  -  Hospital  1886(c)(3)(A)      601(c)(2)(A)     151  296 

Reimbursement  Control 
System  Discontinuance  of 
Payments  (technical  amendment) 

Medicare  -  Hospital  1886(c)(3)(B)      601(c)(2)(B)     151  296 

Reimbursement  Control 
System  Secretarial  Approval 
(technical  amendment) 

Medicare  -  Hospital  1886(c)(4)  601(c)(3)  151  145,  151,     55  200 

Reimbursement  Control  New  296 

System  Secretarial  Approval 
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Medicare  -  Hospital  1886(c)(6)  601(c)(3)  152  145,  151      55  201 

Reimbursement  Control  New 
System  Noncompliance  - 
Reduction  of  Payment 

Medicare  -  Amounts  of  1886(d)  601(e)  152  8,  132,        47,  77  179 

Payments  for  Inpatient  New  151,  298 

Hospital  Services  - 
Prospective  Payment 

Medicare  -  Elimination  1886(d)  601(d)(1)  152  277 

of  Lesser-of-Cost-or-  Redesignated 
Charges  Provision  as  1814(j) 

(technical  amendment) 

Medicare  -  Amounts  of  1886(e)  601(e)  158  8,  136,        49  180 

Payments  for  Inpatient  New  155,  303 

Hospital  Services  - 
Proportional  Adjustment  - 
Budget  Neutrality 

Medicare  -  Amounts  of  1886(f)  601(e)  162  8,  137,        48  182 

Payments  for  Inpatient  New  155,  304 

Hospital  Services  - 
Systems  for  Reporting  Costs 

Medicare  -  Payment  for  1886(g)  601(e)  162  138,  155,     52  191 

Capital  Expenditures  in  New  304 

Absence  of  Legislation 
After  9/30/86 

Medicare  -  Payment  for  1887(a)(1)(B)      602(j)  165  305 

Inpatient  Hospital 

Services  -  Provider-Based 

Physicians  (conforming 

amendment) 
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Public  Law  98-21 
98th  Congress 

An  Act 

To  assure  the  solvency  of  the  Social  Security  Trust  Funds,  to  reform  the  medicare  ^pr  20  1983 

reimbursement  of  hospitals,  to  extend  the  Federal  supplemental  compensation  — rw  p  iQom — 

program,  and  for  other  purposes.  l^-^-  ^^""J 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  Wndmentl^of 

1983. 

SHORT  TITLE 

Section  1.  This  Act,  with  the  following  table  of  contents,  may  be   42  use  1305 
cited  as  the  "Social  Security  Amendments  of  1983".  ^^^^ 

TABLE  OF  contents 

Sec.  1 .  Short  title. 

TITLE  I-PROVISIONS  AFFECTING  THE  FINANCING  OF  THE  SOCIAL 
SECURITY  SYSTEM 

Part  A— Coverage 

Sec.  101.  Coverage  of  newly  hired  Federal  employees. 

Sec.  102.  Coverage  of  employees  of  nonprofit  organizations. 

Sec.  103.  Duration  of  agreements  for  coverage  of  State  and  local  employees. 

Part  B— Computation  of  Benefit  Amounts 

Sec.  111.  Shift  of  cost-of-living  adjustments  to  calendar  year  basis. 

Sec.  112.  Cost-of-living  increases  to  be  based  on  either  wages  or  prices  (whichever  is 

lower)  when  balance  in  OASDI  trust  funds  falls  below  specified  level. 
Sec.  113.  Elimination  of  windfall  benefits  for  individuals  receiving  pensions  from 

noncovered  employment. 
Sec.  114.  Increase  in  old-age  insurance  benefit  amounts  on  account  of  delayed 

retirement. 

Part  C~Revenue  Provisions 

Sec.  121.  Taxation  of  social  security  and  tier  1  railroad  retirement  benefits. 

Sec.  122.  Credit  for  the  elderly  and  the  permanently  and  totally  disabled. 

Sec.  123.  Acceleration  of  increases  in  FICA  taxes;  1984  employee  tax  credit. 

Sec.  124.  Taxes  on  self-employment  income;  credit  against  such  taxes  for  years 

before  1990;  deduction  of  such  taxes  for  years  after  1989. 

Sec.  125.  Treatment  of  certain  faculty  practice  plans. 

Sec.  126.  Allocations  to  disability  insurance  trust  fund. 

Part  D— BsNEnTs  for  Certain  Surviving,  Divorced,  and  Disabled  Spouses 

Sec.  131.  Benefits  for  surviving  divorced  spouses  and  disabled  widows  and  widowers 
who  remarry. 

Sec.  132.  Entitlement  to  divorced  spouse's  benefits  without  regard  to  entitlement  of 
insured  individual  to  benefits;  exemption  of  divorced  spouse's  benefits 
from  deduction  on  account  of  work. 

Sec.  133.  Indexing  of  deferred  surviving  spouse's  benefits  to  recent  wage  levels. 

Sec.  134.  Limitation  on  benefit  reduction  for  early  retirement  in  case  of  disabled 
widows  and  widowers. 

Part  E— Mechanisms  to  Assure  Continued  Beneht  Payments  in  Unexpectedly 

Adverse  Conditions 

Sec.  141.  Normalized  crediting  of  social  security  taxes  to  trust  funds. 
Sec.  142.  Interfund  borrowing  extension. 
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Sec.  143.  Recommendations  by  Board  of  Trustees  to  remedy  inadequate  balances  in 
the  Social  Security  Trust  Funds. 

Part  F— Other  Financing  Amendments 
Sec.  151.  Financing  of  noncontributory  military  wage  credits. 

Sec.  152.  Accounting  for  certain  unnegotiated  checks  for  benefits  under  the  social 

security  program. 
Sec.  153.  Float  periods. 
Sec.  154.  Trust  fund  trustees'  reports. 

TITLE  II— ADDITIONAL  PROVISIONS  RELATING  TO  LONG-TERM  FINANCING 

OF  THE  SOCIAL  SECURITY  SYSTEM 
Sec.  201.  Increase  in  retirement  age. 

TITLE  III— MISCELLANEOUS  AND  TECHNICAL  PROVISIONS 
Part  A— Elimination  of  Gender-Based  Distinctions 
Sec.  301.  Divorced  husbands. 

Sec.  302.  Remarriage  of  surviving  spouse  before  age  of  eligibility. 

Sec.  303.  Illegitimate  children. 

Sec.  304.  Transitional  insured  status. 

Sec.  305.  Equalization  of  benefits  under  section  228. 

Sec.  306.  Father's  insurance  benefits. 

Sec.  307.  Effect  of  marriage  on  childhood  disability  benefits  and  on  other  depend- 
ents' or  survivors'  benefits. 
Sec.  308.  Credit  for  certain  military  service. 
Sec.  309.  Conforming  amendments. 
Sec.  310.  Effective  date  of  part  A. 

Part  B— Coverage 

Coverage  of  employees  of  foreign  affiliates  of  American  employers. 
Extension  of  coverage  by  international  social  security  agreement. 
Treatment  of  certain  service  performed  outside  the  United  States. 
Amount  received  under  certain  deferred  compensation  and  salary  reduc- 
tion arrangements  treated  as  wages  for  FICA  taxes. 
Effect  of  changes  in  names  of  State  and  local  employee  groups  in  Utah. 
Effective  dates  of  international  social  security  agreements. 
Codification  of  Rowan  decision  with  respect  to  meals  and  lodging. 
Treatment  of  contributions  under  simplified  employee  pensions. 

Part  C— Other  Amendments 

Sec.  331.  Technical  and  conforming  amendments  to  maximum  family  benefit  provi- 
sions. 

Sec.  332.  Relaxation  of  insured  status  requirements  for  certain  workers  previously 

entitled  to  a  period  of  disability. 
Sec.  333.  Protection  of  benefits  of  illegitimate  children  of  disabled  beneficiaries. 
Sec.  334.  One-month  retroactivity  of  widow's  and  widower's  insurance  benefits. 
Sec.  335.  Nonassignability  of  benefits. 

Sec.  336.  Use  of  death  certificates  to  prevent  erroneous  benefit  payments  to  de- 
ceased individuals. 
Sec.  337.  Public  pension  offset. 

Sec.  338.  Study  concerning  the  establishment  of  the  Social  Security  Administration 

as  an  independent  agency. 
Sec.  339.  Limitation  on  payments  to  prisoners. 

Sec.  340.  Requirement  of  previous  United  States  residency  for  alien  dependents  and 

survivors  living  outside  the  United  States. 
Sec.  341.  Addition  of  public  members  to  Trust  Fund  Board  of  Trustees. 
Sec.  342.  Payment  schedule  by  State  and  local  governments. 
Sec.  343.  Earnings  sharing  implementation  report. 
Sec.  344.  Veterans'  Administration  reorganization. 
Sec.  345.  Social  security  cards. 

Sec.  346.  Budgetary  treatment  of  Trust  Fund  operations. 
Sec.  347.  Liberalization  of  earnings  test. 

TITLE  IV— SUPPLEMENTAL  SECURITY  INCOME  BENEFITS 

Sec.  401.  Increase  in  Federal  SSI  benefit  standard. 

Sec.  402.  Adjustments  in  Federal  SSI  pass-through  provisions. 
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Sec.  403.  SSI  eligibility  for  temporaiy  residents  of  emeigency  shelters  for  the  home- 
less. 

Sec.  404.  Disregarding  of  emeigency  and  other  in-kind  assistance  provided  by  non- 
profit organizations. 
Sec.  405.  Notification  regarding  SSI. 

TITLE  V-UNEMPLOYMENT  COMPENSATION  PROVISIONS 

Part  A—Federal  Supplebaental  Coiiipensatign 

Sec.  501.  Extension  of  program. 

Sec.  502.  Number  of  weeks  for  which  compensation  payable. 
Sec.  503.  Effective  date. 
Sec.  504.  Training. 

Sec.  505.  Ckx)rdination  with  trade  readjustment  program. 

Part  B— Provisions  Relating  to  Interest  and  Credit  Reductions 

Sec.  511.  Deferral  of  interest. 

Sec.  512.  Cap  on  credit  reduction. 

Sec.  513.  Average  employer  contribution  rate. 

Sec.  514.  Date  for  payment  of  interest. 

Sec.  515.  Penalty  for  failure  to  pay  interest. 

Part  C— Miscellaneous  Provisions 

Sec.  521.  Treatment  of  employees  providing  services  to  educational  institutions. 
Sec.  522.  Extended  benefits  for  individuals  who  are  hospitalized  or  on  jury  duty. 
Sec.  523.  Voluntary  health  insurance  programs  permitted. 

Sec.  524.  Treatment  of  certain  organizations  retroactively  determined  to  be  de- 
scribed in  section  501(cK3)  of  the  Internal  Revenue  Code  of  1954. 

TITLE  VI~PROSPECTIVE  PAYMENTS  FOR  MEDICARE  INPATIENT 
HOSPITAL  SERVICES 

Sec.  601.  Medicare  payments  for  mpatient  hospital  services  on  the  basis  of  prospec- 
tive rates. 
Sec.  602.  Conforming  amendments. 
Sec.  603.  Reports,  experiments,  and  demonstration  projects. 
Sec.  604.  Effective  dates. 

Sec.  605.  Delay  in  provision  relating  to  hospital-based  skilled  nursing  facilities. 
Sec.  606.  Shift  in  medicare  premiums  to  coincide  with  cost-of-living  increase. 
Sec.  607.  Section  1122  amendments. 

TITLE  I— PROVISIONS  AFFECTING  THE  FI- 
NANCING OF  THE  SOCIAL  SECURITY 
SYSTEM 

Part  A— Coverage 

COVERAGE  OF  NEWLY  HIRED  FEDERAL  EMPLOYEES 

Sec  101.  (a)(1)  Section  210(a)  of  the  Social  Security  Act  is  amended  42  use  4io. 
by  striking  out  paragraphs  (5)  and  (6)  and  inserting  in  lieu  thereof 
the  following: 

"(5)  Service  performed  in  the  employ  of  the  United  States  or 
any  instrumentality  of  the  United  States,  if  such  service — 

"(A)  would  be  excluded  from  the  term  'employment'  for 
purposes  of  this  title  if  the  provisions  of  paragraphs  (5)  and 
(6)  of  this  subsection  as  in  effect  in  January  1983  had 
remained  in  effect,  and 

"(B)  is  performed  by  an  individual  who  (i)  has  been 
continuously  in  the  employ  of  the  United  States  or  an 
instrumentality  thereof  since  December  31,  1983  (and  for 
this  purpose  an  individual  who  returns  to  the  performance 
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of  such  service  after  being  separated  therefrom  following  a 
previous  period  of  such  service  shall  nevertheless  be  consid- 
ered upon  such  return  as  having  been  continuously  in  the 
employ  of  the  United  States  or  an  instrumentality  thereof, 
regardless  of  whether  the  period  of  such  separation  began 
before,  on,  or  after  December  31,  1983,  if  the  period  of  such 
separation  does  not  exceed  365  consecutive  days),  or  (ii)  is 
receiving  an  annuity  from  the  Civil  Service  Retirement  and 
Disability  Fund,  or  benefits  (for  service  as  an  employee) 
under  another  retirement  system  established  by  a  law  of 
the  United  States  for  employees  of  the  Federal  Government 
(other  than  for  members  of  the  uniformed  services); 
except  that  this  paragraph  shall  not  apply  with  respect  to — 
"(i)  service  performed  as  the  President  or  Vice  President 
of  the  United  States, 
**(ii)  service  performed — 

''(I)  in  a  position  placed  in  the  Executive  Schedule 
under  sections  5312  through  5317  of  title  5,  United 
States  Code, 

''(ID  as  a  noncareer  appointee  in  the  Senior  Execu- 
tive Service  or  a  noncareer  member  of  the  Senior  For- 
eign Service,  or 

"(III)  in  a  position  to  which  the  individual  is 
appointed  by  the  President  (or  his  designee)  or  the  Vice 
President  under  section  105(a)(1),  106(a)(1),  or  107  (a)(1) 
or  (b)(1)  of  title  3,  United  States  Code,  if  the  maximum 
rate  of  basic  pay  for  such  position  is  at  or  above  the 
rate  for  level  V  of  the  Executive  Schedule, 
"(iii)  service  performed  as  the  Chief  Justice  of  the  United 
States,  an  Associate  Justice  of  the  Supreme  Court,  a  judge 
of  a  United  States  court  of  appeals,  a  judge  of  a  United 
States  district  court  (including  the  district  court  of  a  terri- 
tory), a  judge  of  the  United  States  Claims  Court,  a  judge  of 
the  United  States  Court  of  International  Trade,  a  judge  of 
the  United  States  Tax  Court,  a  United  States  magistrate,  or 
a  referee  in  bankruptcy  or  United  States  bankruptcy  judge, 
"(iv)  service  performed  as  a  Member,  Delegate,  or  Resi- 
dent Commissioner  of  or  to  the  Congress,  or 

"(v)  any  other  service  in  the  legislative  branch  of  the 
Federal  Government  if  such  service  is  performed  by  an 
individual  who,  on  December  31,  1983,  is  not  subject  to 
5  use  8331.  subchapter  III  of  chapter  83  of  title  5,  United  States  Code; 

"(6)  Service  performed  in  the  employ  of  the  United  States  or 
any  instrumentality  of  the  United  States  if  such  service  is 
performed — 

"(A)  in  a  penal  institution  of  the  United  States  by  an 
inmate  thereof; 

"(B)  by  any  individual  as  an  employee  included  under 
section  5351(2)  of  title  5,  United  States  Code  (relating  to 
certain  interns,  student  nurses,  and  other  student  employ- 
ees of  hospitals  of  the  Federal  Government),  other  than  as  a 
medical  or  dental  intern  or  a  medical  or  dental  resident  in 
training;  or 

"(C)  by  any  individual  as  an  employee  serving  on  a 
temporary  basis  in  case  of  fire,  storm,  earthquake,  flood,  or 
other  similar  emergency;". 
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(2)  Section  210(p)  of  such  Act  is  amended  by  striking  out  "provi-  96  Stat.  560. 
sions  of—"  and  all  that  follows  and  inserting  in  lieu  thereof  "provi-  ^2  use  4io. 
sions  of  subsection  (a)(5).". 

(b)(1)  Section  3121(b)  of  the  Internal  Revenue  Code  of  1954  is    26  use  3121. 
amended  by  striking  out  paragraphs  (5)  and  (6)  and  inserting  in  lieu 
thereof  the  following: 

''(5)  service  performed  in  the  employ  of  the  United  States  or 
any  instrumentality  of  the  United  States,  if  such  service — 
*'(A)  would  be  excluded  from  the  term  'employment'  for 
purposes  of  this  title  if  the  provisions  of  paragraphs  and 
(6)  of  this  subsection  as  in  effect  in  January  1983  had 
remained  in  effect,  and 

*'(B)  is  performed  by  an  individual  who  (i)  has  been 
contmuously  in  the  employ  of  the  United  States  or  an 
instrumentality  thereof  since  December  31,  1983  (and  for 
this  purpose  an  individual  who  returns  to  the  performance 
of  such  service  after  being  separated  therefrom  following  a 
previous  period  of  such  service  shall  nevertheless  be  consid- 
ered upon  such  return  as  having  been  continuously  in  the 
employ  of  the  United  States  or  an  instrumentality  thereof, 
regardless  of  whether  the  period  of  such  separation  began 
before,  on,  or  after  December  31,  1983,  if  the  period  of  such 
separation  does  not  exceed  365  consecutive  days),  or  (ii)  is 
receiving  an  annuity  from  the  Civil  Service  Retirement  and 
Disability  Fund,  or  benefits  (for  service  as  an  employee) 
under  another  retirement  system  established  by  law  of  the 
United  States  for  employees  of  the  Federal  Government 
(other  than  for  members  of  the  uniformed  services); 
except  that  this  paragraph  shall  not  apply  with  respect  to— 
"(i)  service  performed  as  the  President  or  Vice  President 
of  the  United  States, 
''(ii)  service  performed — 

'XD  in  a  position  placed  in  the  Executive  Schedule 
under  sections  5312  through  5317  of  title  5,  United 
States  Code, 

"(II)  as  a  noncareer  appointee  in  the  Senior  Execu 
tive  Service  or  a  noncareer  member  of  the  Senior  For 
eign  Service,  or 

"(III)  in  a  position  to  which  the  individual  is 
appointed  by  the  President  (or  his  designee)  or  the  Vice 
President  under  section  105(a)(1),  106(a)(1),  or  107  (a)(1) 
or  (b)(1)  of  title  3,  United  States  Code,  if  the  maximum 
rate  of  basic  pay  for  such  position  is  at  or  above  the 
rate  for  level  V  of  the  Executive  Schedule, 
"(iii)  service  performed  as  the  Chief  Justice  of  the  United 
States,  an  Associate  Justice  of  the  Supreme  Court,  a  judge 
of  a  United  States  court  of  appeals,  a  judge  of  a  United 
States  district  court  (including  the  district  court  of  a  terri- 
tory), a  judge  of  the  United  States  Claims  Court,  a  judge  of 
the  United  States  Court  of  International  Trade,  a  judge  of 
the  United  States  Tax  Court,  a  United  States  magistrate,  or 
a  referee  in  bankruptcy  or  United  States  bankruptcy  judge, 
"(iv)  service  performed  as  a  Member,  Delegate,  or  Resi- 
dent Commissioner  of  or  to  the  Congress,  or 

"(v)  any  other  service  in  the  legislative  branch  of  the 
Federal  Government  if  such  service  is  performed  by  an 
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individual  who,  on  December  31,  1983,  is  not  subject  to 
subchapter  III  of  chapter  83  of  title  5,  United  States  Code; 
''(6)  service  performed  in  the  employ  of  the  United  States  or 
any  instrumentality  of  the  United  States  if  such  service  is 
performed— 

''(A)  in  a  penal  institution  of  the  United  States  by  an 
inmate  thereof; 

''(B)  by  any  individual  as  an  employee  included  under 
section  5351(2)  of  title  5,  United  States  Code  (relating  to 
certain  interns,  student  nurses,  and  other  student  employ- 
ees of  hospitals  of  the  Federal  Government),  other  than  as  a 
medical  or  dental  intern  or  a  medical  or  dental  resident  in 
training;  or 

''(C)  by  any  individual  as  an  employee  serving  on  a 
temporary  basis  in  case  of  fire,  storm,  earthquake,  flood,  or 
other  similar  emergency;". 
(2)  Section  3121(u)(l)  of  such  Code  is  amended  to  read  as  follows: 
"(1)  In  general.— For  purposes  of  the  taxes  imposed  by  sec- 
tions 3101(b)  and  3111(b),  subsection  (b)  shall  be  applied  without 
regard  to  paragraph  (5)  thereof.". 

(c)  (1)  Section  209  of  the  Social  Security  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  paragraph: 

"For  purposes  of  this  title,  in  the  case  of  an  individual  performing 
service  under  the  provisions  of  section  294  of  title  28,  United  States 
Code  (relating  to  assignment  of  retired  justices  and  judges  to  active 
duty),  the  term  'wages'  shall,  subject  to  the  provisions  of  subsection 
(a)  of  this  section,  include  any  payment  under  section  371(b)  of  such 
title  28  which  is  received  during  the  period  of  such  service.". 

(2)  Section  3121(i)  of  the  Internal  Revenue  Code  of  1954  (relating  to 
computation  of  wages  in  certain  cases)  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(5)  Service  performed  by  certain  retired  justices  and 
JUDGES. — For  purposes  of  this  chapter,  in  the  case  of  an  individ- 
ual performing  service  under  the  provisions  of  section  294  of 
title  28,  United  States  Code  (relating  to  assignment  of  retired 
justices  and  judges  to  active  duty),  the  term  'wages'  shall, 
subject  to  the  provisions  of  subsection  (a)(1)  of  this  section, 
include  any  payment  under  section  3710b)  of  such  title  28  which 
is  received  during  the  period  of  such  service.". 

(d)  The  amendments  made  by  this  section  shall  be  effective  with 
respect  to  remuneration  paid  after  December  31, 1983. 

(e)  Nothing  in  this  Act  shall  reduce  the  accrued  entitlements  to 
future  benefits  under  the  Federal  Retirement  System  of  current  and 
retired  Federal  employees  and  their  families. 

COVERAGE  OF  EMPLOYEES  OF  NONPROFIT  ORGANIZATIONS 

Sec.  102.  (a)  Section  210(a)(8)  of  the  Social  Security  Act  is 
amended — 

(1)  by  striking  out  "(A)"  immediately  after  "(8)"; 

(2)  by  striking  out  "subparagraph"  where  it  first  appears  and 
inserting  in  lieu  thereof  "paragraph";  and 

(3)  by  striking  out  subparagraph  (B). 

(b){l)  Section  312ia))(8)  of  the  Internal  Revenue  Code  of  1954  is 
amended — 

(A)  by  striking  out  "(A)"  immediately  after  "(8)"; 
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(B)  by  striking  out  "subparagraph"  where  it  first  appears  and 
inserting  in  Heu  thereof  "paragraph";  and 

(C)  by  striking  out  subparagraph  (B). 

(2)  Section  3121(k)  of  such  Code  is  repealed. 

(3)  Section  3121(r)  of  such  Code  is  amended— 

(A)  by  striking  out  "subsection  (bX8XA)"  and  "section 
210(a)(8)(A)"  in  paragraph  (3)  and  inserting  in  lieu  thereof 
"subsection  (b)(8)  and  "section  210(a)(8)",  respectively;  and 

(B)  by  striking  out  paragraph  (4). 

(c)  The  amendments  made  by  the  preceding  provisions  of  this 
section  shall  be  effective  with  respect  to  service  performed  after 
December  31,  1983  Obut  the  provisions  of  sections  2  and  3  of  Public 
Law  94-563  and  section  312(c)  of  Public  Law  95-216  shall  continue  in 
effect,  to  the  extent  applicable,  as  though  such  amendments  had  not 
been  made). 

(d)  The  period  for  which  a  certificate  is  in  effect  under  section 
3121(k)  of  the  Internal  Revenue  Code  of  1954  may  not  be  terminated 
under  paragraph  (1)(D)  or  (2)  thereof  on  or  after  March  31, 1983;  but 
no  such  certificate  shall  be  effective  with  respect  to  any  service  to 
which  the  amendments  made  by  this  section  apply. 

(e)  (1)  If  any  individual— 

(A)  on  January  1,  1984,  is  age  55  or  over,  and  is  an  employee 
of  an  organization  described  in  section  210(a)(8)(B)  of  the  Social 
Security  Act  (A)  which  does  not  have  in  effect  (on  that  date)  a 
waiver  certificate  under  section  3121(k)  of  the  Internal  Revenue 
Code  of  1954  and  (B)  to  the  employees  of  which  social  security 
coverage  is  extended  on  January  1,  1984,  solely  by  reason  of  the 
enactment  of  this  section,  and 

(B)  after  December  31,  1983,  acquires  the  number  of  quarters 
of  coverage  (within  the  meaning  of  section  213  of  the  Social 
Security  Act)  which  is  required  for  purposes  of  this  subpara- 
graph under  paragraph  (2), 

then  such  individual  shall  be  deemed  to  be  a  fully  insured  individual 
(as  defined  in  section  214  of  the  Social  Security  Act)  for  all  of  the 
purposes  of  title  II  of  such  Act. 

(2)  The  number  of  quarters  of  coverage  which  is  required  for 
purposes  of  subparagraph  (B)  of  paragraph  (1)  shall  be  determined 
as  follows: 

The  number  of  quarters  of 
In  the  case  of  an  individual  who  on  coverage  so  required 

January  1,  1984,  is—  shall  be — 

age  60  or  over   6 

age  59  or  over  but  less  than  age  60   8 

age  58  or  over  but  less  than  age  59   12 

age  57  or  over  but  less  than  age  58   16 

age  55  or  over  but  less  than  age  57    20. 


26  use  3121. 


Effective  date. 
26  use  3121 
note. 

26  use  3121 
note. 


26  use  3121 
note. 


Supra. 


42  use  414  note. 


42  use  410. 


42  use  413. 


42  use  414. 


DURATION  OF  AGREEMENTS  FOR  COVERAGE  OF  STATE  AND  LOCAL 

EMPLOYEES 

Sec.  103.  (a)  Section  218(g)  of  the  Social  Security  Act  is  amended  to 
read  as  follows: 


42  use  418. 


"Duration  of  Agreement 

"(g)  No  agreement  under  this  section  may  be  terminated,  either  in 
its  entirety  or  with  respect  to  any  coverage  group,  on  or  after  the 
date  of  the  enactment  of  the  Social  Security  Amendments  of  1983.". 
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42  use  418  note  (b)  The  amendment  made  by  subsection  (a)  shall  apply  to  any 
42  use  418.  agreement  in  effect  under  section  218  of  the  Social  Security  Act  on 
the  date  of  the  enactment  of  this  Act,  without  regard  to  whether  a 
notice  of  termination  is  in  effect  on  such  date,  and  to  any  agreement 
or  modification  thereof  which  may  become  effective  under  such 
section  218  after  that  date. 

Part  B— Computation  of  Benefit  Amounts 

shift  of  cost-of-uving  adjustments  to  calendar  year  basis 

42  use  415.  Sec.  111.  (a)(1)  Section  215(i)(2)(A)(ii)  of  the  Social  Security  Act  is 

amended  by  striking  out  ''June"  and  inserting  in  lieu  thereof 
"December  . 

(2)  Section  215(i)(2)(A)(iii)  of  such  Act  is  amended  by  striking  out 
"May"  and  inserting  in  lieu  thereof  "November". 

(3)  Section  215(i)(2XB)  of  such  Act  is  amended  by  striking  out 
"May"  each  place  it  appears  and  inserting  in  lieu  thereof  in  each 
instance  "November". 

42  use  403.  (4)  Section  203(f)(8)(A)  of  such  Act  is  amended  by  striking  out 

"June"  and  inserting  in  lieu  thereof  "December". 

42  use  430.  (5)  Section  230(a)  of  such  Act  is  amended  by  striking  out  "June" 

and  inserting  in  lieu  thereof  "December". 

(6)  Section  215(i)(2)  of  such  Act  as  in  effect  in  December  1978,  and 
as  applied  in  certain  cases  under  the  provisions  of  such  Act  as  in 
effect  after  December  1978,  is  amended  by  striking  out  "June"  in 
subparagraph  (A)(ii)  and  inserting  in  lieu  thereof  "December",  and 
by  striking  out  "May"  each  place  it  appears  in  subparagraph  (B)  and 
inserting  in  lieu  thereof  in  each  instance  "November". 

42  use  402.  (7)  Section  202(m)  of  such  Act  (as  it  applies  in  certain  cases  by 

95  Stat.  1660.  reason  of  section  2  of  Public  Law  97-123)  is  amended  by  striking  out 
"May"  and  inserting  in  lieu  thereof  "November". 

42  use  402  note.  (8)  The  amendments  made  by  this  subsection  shall  apply  with 
respect  to  cost-of-living  increases  determined  under  section  215(i)  of 
the  Social  Security  Act  for  years  after  1982. 

(b)  (1)  Section  215(iXlXA)  of  the  Social  Security  Act  is  amended  by 
striking  out  "March  31"  and  inserting  in  lieu  thereof  "September 
30",  and  by  striking  out  "1974"  and  inserting  in  lieu  thereof  "1982". 

(2)  Section  215(iXl)(A)  of  such  Act  as  in  effect  in  December  1978, 
and  as  applied  in  certain  cases  under  the  provisions  of  such  Act  as  in 
effect  after  December  1978,  is  amended  by  striking  out  "March  31" 
and  inserting  in  lieu  thereof  "September  30"  and  by  striking  out 
"1974"  and  inserting  in  lieu  thereof  "1982". 
42  use  415  note.  (3)  The  amendments  made  by  this  subsection  shall  apply  with 
respect  to  cost-of-living  increases  determined  under  section  215(i)  of 
the  Social  Security  Act  for  years  after  1983. 

(c)  Section  215(iX4)  of  such  Act  is  amended  by  inserting  ",  and  as 
amended  by  section  111  (aX6)  and  (bX2)  of  the  Social  Security 
Amendments  of  1983,"  after  "as  in  effect  in  December  1978"  the 
first  place  it  appears. 

42  use  415  note.  (d)  Notwithstanding  any  provision  to  the  contrary  in  section  215(i) 
of  the  Social  Security  Act,  the  "base  quarter"  (as  defined  in  para- 
graph dXAXi)  of  such  section)  in  the  calendar  year  1983  shall  be  a 
cost-of-living  computation  quarter"  within  the  meaning  of  para- 
graph (IXB)  of  such  section  (and  shall  be  deemed  to  have  been 
determined  by  the  Secretary  of  Health  and  Human  Services  to  be  a 
"cost-of-living  computation  quarter"  under  paragraph  (2XA)  of  such 
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section)  for  all  of  the  purposes  of  such  Act  as  amended  by  this 
section  and  by  other  provisions  of  this  Act,  without  regard  to  the 
extent  by  which  the  Consumer  Price  Index  has  increased  since  the 
last  prior  cost-of-living  computation  quarter  which  was  established 
under  such  paragraph  dXB). 

(e)  Section  403(b)  of  the  Omnibus  Reconciliation  Act  of  1982 
(Public  Law  97-253)  is  amended  to  read  as  follows: 

"(b)(1)  Except  as  provided  in  paragraph  (2),  the  amendment  made 
by  subsection  (a)(1)  shall  apply  with  respect  to  amounts  payable  for 
periods  beginning  after  May  31, 1983. 

"(2)  In  the  cases  of  individuals  to  whom  pension  is  payable  under 
sections  521,  541,  and  542  of  title  38,  United  States  Code,  the 
amendment  made  by  subsection  (a)(1)  shall  take  effect  on  the  first 
day  after  May  31,  1983,  that  an  increase  is  made  in  maximum 
annual  rates  of  pension  pursuant  to  section  3112  of  title  38,  United 
States  Code.". 

COST-OF-LIVING  INCREASES  TO  BE  BASED  ON  EITHER  WAGES  OR  PRICES 
(WHICHEVER  IS  LOWER)  WHEN  BALANCE  IN  OASDI  TRUST  FUNDS 
FALLS  BELOW  SPECIFIED  LEVEL 

Sec.  112.  (a)  Section  215(i)(l)  of  the  Social  Security  Act  is 
amended — 

(1)  by  striking  out  '*in  which"  in  subparagraph  (B)  and  all  that 
follows  down  through  the  first  semicolon  in  such  subparagraph 
and  inserting  in  lieu  thereof  "with  respect  to  which  the  applica- 
ble increase  percentage  is  3  percent  or  more;"; 

(2)  by  striking  out  "and '  at  the  end  of  subparagraph  (B); 

(3)  by  redesignating  subparagraph  (C)  as  subparagraph  (H); 
and 

(4)  by  inserting  after  subparagraph  (B)  the  following  new 
subparagraphs: 

"(C)  the  term  'applicable  increase  percentage'  means — 

"(i)  with  respect  to  a  base  quarter  or  cost-of-living  compu- 
tation quarter  in  any  calendar  year  before  1984,  or  in  any 
calendar  year  after  1983  and  before  1989  for  which  the 
OASDI  fund  ratio  is  15.0  percent  or  more,  or  in  any  calen- 
dar year  after  1988  for  which  the  OASDI  fund  ratio  is  20.0 
percent  or  more,  the  CPI  increase  percentage;  and 

"(ii)  with  respect  to  a  base  quarter  or  cost-of-living  compu- 
tation quarter  in  any  calendar  year  after  1983  and  before 
1989  for  which  the  OASDI  fund  ratio  is  less  than  15.0 
percent,  or  in  any  calendar  year  after  1988  for  which  the 
OASDI  fund  ratio  is  less  than  20.0  percent,  the  CPI  increase 
percentage  or  the  wage  increase  percentage,  whichever 
(with  respect  to  that  quarter)  is  the  lower; 
"(D)  the  term  'CPI  increase  percentage',  with  respect  to  a  base 
quarter  or  cost-of-living  computation  quarter  in  any  calendar 
year,  means  the  percentage  (rounded  to  the  nearest  one-tenth  of 
1  percent)  by  which  the  Consumer  Price  Index  for  that  quarter 
(as  prepared  by  the  Department  of  Labor)  exceeds  such  index 
for  the  most  recent  prior  calendar  quarter  which  was  a  base 
quarter  under  subparagraph  (A)(ii)  or,  if  later,  the  most  recent 
cost-of-living  computation  quarter  under  subparagraph  (B); 

"(E)  the  term  'wage  increase  percentage',  with  respect  to  a 
base  quarter  or  cost-of-living  computation  quarter  in  any  calen- 
dar year,  means  the  percentage  (rounded  to  the  nearest  one- 
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tenth  of  1  percent)  by  which  the  SSA  average  wage  index  for  the 
year  immediately  preceding  such  calendar  year  exceeds  such 
index  for  the  year  immediately  preceding  the  most  recent  prior 
calendar  year  which  included  a  base  quarter  under  subpara- 
graph (A)(ii)  or,  if  later,  which  included  a  cost-of-living  computa- 
tion quarter; 

"(F)  the  term  'OASDI  fund  ratio*,  with  respect  to  any  calendar 
year,  means  the  ratio  of— 

"(i)  the  combined  balance  in  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  and  the  Federal  Disability 
Insurance  Trust  Fund  as  of  the  beginning  of  such  year, 
42  use  401.  including  the  taxes  transferred  under  section  201(a)  on  the 

first  day  of  such  year  and  reduced  by  the  outstanding 
amount  of  any  loan  (including  interest  thereon)  theretofore 
made  to  either  such  Fund  from  the  Federal  Hospital  Insur- 
ance Trust  Fund  under  section  201(1),  to 

"(ii)  the  total  amount  which  (as  estimated  by  the  Secre- 
tary) will  be  paid  from  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  and  the  Federal  Disability  Insurance 
Trust  Fund  during  such  calendar  year  for  all  purposes 
authorized  by  section  201  (other  than  payments  of  interest 
on,  or  repayments  of,  loans  from  the  Federal  Hospital 
Insurance  Trust  Fund  under  section  201(1)),  but  excluding 
any  transfer  payments  between  such  trust  funds  and  reduc- 
ing the  amount  of  any  transfers  to  the  Railroad  Retirement 
Account  by  the  amount  of  any  transfers  into  either  such 
trust  fund  from  that  Account; 
"(G)  the  term  'SSA  average  wage  index',  with  respect  to  any 
calendar  year,  means  the  average  of  the  total  wages  reported  to 
the  Secretary  of  the  Treasurv  or  his  delegate  as  determined  for 
purposes  of  subsection  (b)(3)(A)(ii);  and". 
42  use  415.  (b)  Section  215(i)(2)(A)(ii)  of  such  Act  is  amended  by  striking  out 

"by  the  same  percentage"  and  all  that  follows  down  through  the 
semicolon,  in  the  sentence  immediately  following  subdivision  (III), 
and  inserting  in  lieu  thereof  "by  the  applicable  increase  percent- 
age;". 

(c)  Section  215(i)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 
"(5)(A)  If- 

"(i)  with  respect  to  any  calendar  year  the  'applicable  increase 
percentage'  was  determined  under  clause  (ii)  of  paragraph  (1)(C) 
rather  than  under  clause  (i)  of  such  paragraph,  and  the  increase 
becoming  effective  under  paragraph  (2)  in  such  year  was  accord- 
ingly determined  on  the  basis  of  the  wage  increase  percentage 
rather  than  the  CPI  increase  percentage  (or  there  was  no  such 
increase  becoming  effective  under  paragraph  (2)  in  that  year 
because  the  wage  increase  percentage  was  less  than  3  percent), 
and 

"(ii)  for  any  subsequent  calendar  year  in  which  an  increase 
under  paragraph  (2)  becomes  effective  the  OASDI  fund  ratio  is 
greater  than  32.0  percent, 
then  each  of  the  amounts  described  in  subdivisions  (I),  (II),  and  (III) 
of  paragraph  (2)(A)(ii),  as  increased  under  paragraph  (2)  effective 
with  the  month  of  December  in  such  subsequent  calendar  year,  shall 
be  further  increased  (effective  with  such  month)  by  an  additional 
percentage,  which  shall  be  determined  under  subparagraph  (B)  and 
shall  apply  as  provided  in  subparagraph  (C). 
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"(B)  The  applicable  additional  percentage  by  which  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  of  paragraph  (2XAXii)  are 
to  be  further  increased  under  subparagraph  (A)  in  the  subsequent 
calendar  year  involved  shall  be  the  amount  derived  by — 

''(i)  subtracting  (I)  the  compounded  percentage  benefit 
increases  that  were  actually  paid  under  paragraph  (2)  and  this 
paragraph  from  (II)  the  compounded  percentage  benefit 
increases  that  would  have  been  paid  if  all  increases  under 
paragraph  (2)  had  been  made  on  the  basis  of  the  CPI  increase 
percentage, 

**(ii)  dividing  the  difference  by  the  sum  of  the  compounded 
percentage  in  subdivision  (I)  and  100  percent,  and 

"(iii)  multiplying  such  quotient  by  100  and  rounding  to  the 
nearest  one-tenth  of  1  percent, 
with  the  compounded  increases  referred  to  in  subdivisions  (I)  and  (II) 
being  measured — 

''(iv)  in  the  case  of  amounts  described  in  subdivision  (I)  of 
paragraph  (2)(A)(ii),  over  the  period  beginning  with  the  calendar 
year  in  which  monthly  benefits  described  in  such  subdivision 
were  first  increased  on  the  basis  of  the  wage  increase  percent- 
age and  ending  with  such  subsequent  calendar  year,  and 

''(v)  in  the  case  of  amounts  described  in  subdivisions  (II)  and 
(III)  of  paragraph  (2)(AXii),  over  the  period  beginning  with  the 
calendar  year  in  which  the  individual  whose  primary  insurance 
amount  is  increased  under  such  subdivision  (II)  initially  became 
eligible  for  an  old-age  or  disability  insurance  benefit,  or  died 
before  becoming  so  eligible,  and  ending  with  such  subsequent 
calendar  year; 

except  that  if  the  Secretary  determines  in  any  case  that  the  applica- 
tion (in  accordance  with  subparagraph  (C))  of  the  additional  per- 
centage as  computed  under  the  preceding  provisions  of  this 
subparagraph  would  cause  the  OASDI  fund  ratio  to  fall  below  32.0 
percent  in  the  calendar  year  immediately  following  such  subsequent 
year,  he  shall  reduce  such  applicable  additional  percentage  to  the 
extent  necessary  to  ensure  that  the  OASDI  fund  ratio  will  remain  at 
or  above  32.0  percent  through  the  end  of  such  following  year. 

"(C)  Any  applicable  additional  percentage  increase  in  an  amount 
described  in  subdivision  (I),  (II),  or  (III)  of  paragraph  (2)(A)(ii),  made 
under  this  paragraph  in  any  calendar  year,  shall  thereafter  be 
treated  for  all  the  purposes  of  this  Act  as  a  part  of  the  increase  made 
in  such  amount  under  paragraph  (2)  for  that  year.". 

(dXl)  Section  215(iX2XC)  of  such  Act  is  amended  by  adding  at  the  42  use  4i5. 
end  thereof  the  following  new  clause: 

"(iii)  The  Secretary  shall  determine  and  promulgate  the  OASDI 
fund  ratio  for  the  current  calendar  year  and  the  SSA  wage  index  for 
the  preceding  calendar  year  before  November  1  of  the  current 
calendar  year,  based  upon  the  most  recent  data  then  available,  and 
shall  include  a  statement  of  such  fund  ratio  and  wage  index  (and  of 
the  effect  such  ratio  and  the  level  of  such  index  may  have  upon 
benefit  increases  under  this  subsection)  in  any  notification  made 
under  clause  (ii)  and  any  determination  published  under  subpara- 
graph (D).". 

(2)  Section  215(iX4)  of  such  Act  (as  amended  by  section  111(c)  of 
this  Act)  is  further  amended  by  striking  out  "section  111  (aX6)  and 
(bX2)"  and  inserting  in  lieu  thereof  "sections  lll(aX6),  lll(bX2),  and 
112". 
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42  use  415  note.  (e)  The  amendments  made  by  the  preceding  provisions  of  this 
section  shall  apply  with  respect  to  monthly  benefits  under  title  II  of 

42  use  401.        the  Social  Security  Act  for  months  after  December  1983. 

42  use  415  note.  (f)  Notwithstanding  anything  to  the  contrary  in  section  215(i)(l)(F) 
of  the  Social  Security  Act  (as  added  by  subsection  (a)(4)  of  this 
section),  the  combined  balance  in  the  Trust  Funds  which  is  to  be 
used  in  determining  the  "OASDI  fund  ratio"  with  respect  to  the 
calendar  year  1984  under  such  section  shall  be  the  estimated  com- 
bined balance  in  such  Funds  as  of  the  close  of  that  year  (rather  than 
as  of  its  beginning),  including  the  taxes  transferred  under  section 

42  use  401.        201(a)  on  the  first  day  of  the  year  following  that  year. 

ELIMINATION  OF  WINDFALL  BENEFITS  FOR  INDIVIDUALS  RECEIVING 
PENSIONS  FROM  NONCOVERED  EMPLOYMENT 

42  use  415.  Sec.  113.  (a)  Section  215(a)  of  the  Social  Security  Act  is  amended 

by  adding  at  the  end  thereof  the  following  new  paragraph: 

"(7)(A)  In  the  case  of  an  individual  whose  primary  insurance 
amount  would  be  computed  under  paragraph  (1)  of  this  subsection, 
who — 

"(i)  attains  age  62  after  1985  (except  where  he  or  she  became 
entitled  to  a  disability  insurance  benefit  before  1986  and 
remained  so  entitled  in  any  of  the  12  months  immediately 
preceding  his  or  her  attainment  of  age  62),  or 

"(ii)  would  attain  age  62  after  1985  and  becomes  eligible  for  a 
disability  insurance  benefit  after  1985, 
and  who  first  becomes  eligible  after  1985  for  a  monthly  periodic 
payment  (including  a  payment  determined  under  subparagraph  (C), 
but  excluding  a  payment  under  the  Railroad  Retirement  Act  of  1974 
45  use  23it.       or  1937)  which  is  based  in  whole  or  in  part  upon  his  or  her  earnings 
for  service  which  did  not  constitute  'employment'  as  defined  in 
42  use  410.        section  210  for  purposes  of  this  title  (hereafter  in  this  paragraph  and 
in  subsection  (d)(5)  referred  to  as  'noncovered  service ),  the  primary 
insurance  amount  of  that  individual  during  his  or  her  concurrent 
entitlement  to  such  monthly  periodic  payment  and  to  old-age  or 
disability  insurance  benefits  shall  be  computed  or  recomputed  under 
subparagraph  (B)  with  respect  to  the  initial  month  in  which  the 
individual  becomes  eligible  for  such  benefits. 

"(B)(i)  If  paragraph  (1)  of  this  subsection  would  apply  to  such  an 
individual  (except  for  subparagraph  (A)  of  this  paragraph),  there 
shall  first  be  computed  an  amount  equal  to  the  individual's  primary 
insurance  amount  under  paragraph  (1)  of  this  subsection,  except 
that  for  purposes  of  such  computation  the  percentage  of  the  individ- 
ual's average  indexed  monthly  earnings  established  by  subpara- 
graph (A)(i)  of  paragraph  (1)  shall  be  the  percent  specified  in  clause 
(ii).  There  shall  then  be  computed  (without  regard  to  this  paragraph) 
a  second  amount,  which  shall  be  equal  to  the  individual's  primary 
insurance  amount  under  paragraph  (1)  of  this  subsection,  except 
that  such  second  amount  shall  be  reduced  by  an  amount  equal  to 
one-half  of  the  portion  of  the  monthly  periodic  payment  which  is 
attributable  to  noncovered  service  performed  after  1956  (with  such 
attribution  being  based  on  the  proportionate  number  of  years  of 
such  noncovered  service)  and  to  which  the  individual  is  entitled  (or 
is  deemed  to  be  entitled)  for  the  initial  month  of  his  or  her  eligibility 
for  old-age  or  disability  insurance  benefits.  The  individual's  primary 
insurance  amount  shall  be  the  larger  of  the  two  amounts  computed 
under  this  subparagraph  (before  the  application  of  subsection  (i)) 
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and  shall  be  deemed  to  be  computed  under  paragraph  (1)  of  this 
subsection  for  the  purpose  of  applying  other  provisions  of  this  title. 

"(ii)  For  purposes  of  clause  (i),  the  percent  specified  in  this  clause 
is— 

"(I)  80.0  percent  with  respect  to  individuals  who  initially 
become  eligible  for  old-age  or  disability  insurance  benefits  in 

1986; 

''(ID  70.0  percent  with  respect  to  individuals  who  so  become 
eligible  in  1987; 

''(III)  60.0  percent  with  respect  to  individuals  who  so  become 
eligible  in  1988; 

"(IV)  50.0  percent  v/ith  respect  to  individuals  who  so  become 
eligible  in  1989;  and 

''(V)  40.0  percent  with  respect  to  individuals  who  so  become 
eligible  in  1990  or  thereafter. 
"(C)(i)  Any  periodic  payment  which  otherwise  meets  the  require- 
ments of  subparagraph  (A),  but  which  is  paid  on  other  than  a 
monthly  basis,  shall  be  allocated  on  a  basis  equivalent  to  a  monthly 
payment  (as  determined  by  the  Secretary),  and  such  equivalent 
monthly  payment  shall  constitute  a  monthly  periodic  payment  for 
purposes  of  this  paragraph. 

"(ii)  In  the  case  of  an  individual  who  has  elected  to  receive  a 
periodic  payment  that  has  been  reduced  so  as  to  provide  a  survivors 
benefit  to  any  other  individual,  the  payment  shall  be  deemed  to  be 
increased  (for  purposes  of  any  computation  under  this  paragraph  or 
subsection  (d)(5))  by  the  amount  of  such  reduction. 

"(iii)  If  an  individual  to  whom  subparagraph  (A)  applies  is  eligible 
for  a  periodic  payment  beginning  with  a  month  that  is  subsequent  to 
the  month  in  which  he  or  she  becomes  eligible  for  old-age  or 
disability  insurance  benefits,  the  amount  of  that  payment  (for  pur- 
poses of  subparagraph  (B))  shall  be  deemed  to  be  the  amount  to 
which  he  or  she  is,  or  is  deemed  to  be,  entitled  (subject  to  clauses  (i), 
(ii),  and  (iv)  of  this  subparagraph)  in  such  subsequent  month, 

"(iv)  For  purposes  of  this  paragraph,  the  term  'periodic  payment'  "Periodic 
includes  a  payment  payable  in  a  lump  sum  if  it  is  a  commutation  of,  payment 
or  a  substitute  for,  periodic  payments. 

"(D)  This  paragraph  shall  not  apply  in  the  case  of  an  individual 
who  has  30  years  or  more  of  coverage  (as  defined  in  paragraph 
(l)(C)(ii)).  In  the  case  of  an  individual  who  has  more  than  25  years  of 
coverage  but  less  than  30  years  of  coverage  {as  so  defined),  the 
percent  specified  in  the  applicable  subdivision  of  subparagraph 
(B)(ii)  shall  (if  such  percent  is  smaller  than  the  percent  specified  in 
whichever  of  the  following  clauses  applies)  be  deemed  to  be — 

"(i)  80  percent,  in  the  case  of  an  individual  who  has  29  of  such 
years  of  coverage; 

"(ii)  70  percent,  in  the  case  of  an  individual  who  has  28  of  such 
years; 

"(iii)  60  percent,  in  the  case  of  an  individual  who  has  27  of 
such  years;  and 

"(iv)  50  percent,  in  the  case  of  an  individual  who  has  26  of 
such  years. 

"(E)  This  paragraph  shall  not  apply  in  the  case  of  an  individual  Limitations 
who  on  January  1, 1984— 

"(i)  is  an  employee  performing  service  to  which  social  security 
coverage  is  extended  on  that  date  solely  by  reason  of  the 
amendments  made  by  section  101  of  the  Social  Security  Amend- 
ments of  1983;  or  Ante,  p. 
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"(ii)  is  an  employee  of  a  nonprofit  organization  which  (on 
December  31,  1983)  did  not  have  in  effect  a  waiver  certificate 
under  section  3121(k)  of  the  Internal  Revenue  Code  of  1954  and 
to  the  employees  of  which  social  security  coverage  is  extended 
on  that  date  solely  by  reason  of  the  amendments  made  by 
section  102  of  that  Act,  unless  social  security  coverage  had 
previously  extended  to  service  performed  by  such  individual  as 
an  employee  of  that  organization  under  a  waiver  certificate 
which  was  subsequently  (prior  to  December  31,  1983)  termi- 
nated/'. 

(b)  Section  215(d)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

*'(5)  In  the  case  of  an  individual  whose  primary  insurance  amount 
is  not  computed  under  paragraph  (1)  of  subsection  (a)  by  reason  of 
paragraph  (4)(B)(ii)  of  that  subsection,  who — 

''(A)  attains  age  62  after  1985  (except  where  he  or  she  became 
entitled  to  a  disability  insurance  benefit  before  1986,  and 
remained  so  entitled  in  any  of  the  12  months  immediately 
preceding  his  or  her  attainment  of  age  62),  or 

"(B)  would  attain  age  62  after  1985  and  becomes  eligible  for  a 
disability  insurance  benefit  after  1985, 
and  who  first  becomes  eligible  after  1985  for  a  monthly  periodic 
payment  (including  a  payment  determined  under  subsection 
(a)(7)(C),  but  excluding  a  payment  under  the  Railroad  Retirement 
Act  of  1974  or  1987)  which  is  based  (in  whole  or  in  part)  upon  his  or 
her  earnings  in  noncovered  service,  the  primary  insurance  amount 
of  such  individual  during  his  or  her  concurrent  entitlement  to  such 
monthly  periodic  payment  and  to  old-age  or  disability  insurance 
benefits  shall  be  the  primary  insurance  amount  computed  or  recom- 
puted under  this  subsection  (without  regard  to  this  paragraph  and 
before  the  application  of  subsection  (i))  reduced  by  an  amount  equal 
to  the  smaller  of— 

*Xi)  one-half  of  the  primary  insurance  amount  (computed 
without  regard  to  this  paragraph  and  before  the  application  of 
subsection  (i)),  or 

*'(ii)  one-half  of  the  portion  of  the  monthly  periodic  payment 
(or  payment  determined  under  subsection  (a)(7)(C))  which  is 
attributable  to  noncovered  service  performed  after  1956  (with 
such  attribution  being  based  on  the  proportionate  number  of 
years  of  such  noncovered  service)  and  to  which  that  individual 
is  entitled  (or  is  deemed  to  be  entitled)  for  the  initial  month  of 
his  or  her  eligibility  for  old-age  or  disability  insurance  benefits. 
This  paragraph  shall  not  apply  in  the  case  of  any  individual  to 
whom  subsection  (a)(7)  would  not  apply  by  reason  of  subparagraph 
(E)  or  the  first  sentence  of  subparagraph  (D)  thereof". 

(c)  Section  215(f)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(9)(A)  In  the  case  of  an  individual  who  becomes  entitled  to  a 
periodic  payment  determined  under  subsection  (a)(7)(A)  (including  a 
payment  determined  under  subsection  (a)(7)(C))  in  a  month  subse- 
quent to  the  first  month  in  which  he  or  she  becomes  entitled  to  an 
old-age  or  disability  insurance  benefit,  and  whose  primary  insurance 
amount  has  been  computed  without  regard  to  either  such  subsection 
or  subsection  (d)(5),  such  individual's  primary  insurance  amount 
shall  be  recomputed  (notwithstanding  paragraph  (4)  of  this  subsec- 
tion), in  accordance  with  either  such  subsection  or  subsection  (dX5), 
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as  may  be  applicable,  effective  with  the  first  month  of  his  or  her 
concurrent  entitlement  to  such  benefit  and  such  periodic  payment. 

"(B)  If  an  individual's  primary  insurance  amoimt  has  been  com- 
puted under  subsection  (a)(7)  or  (dK5),  and  it  becomes  necessary  to 
recompute  that  primary  insurance  amount  under  this  subsection— 
"(i)  so  as  to  increase  the  monthly  benefit  amount  payable  with 
respect  to  such  primary  insurance  amount  (except  in  the  case  of 
the  individual's  death),  such  increase  shall  be  determined  as 
though  such  primary  insurance  amount  had  initially  been  com- 
puted without  regard  to  subsection  (a)(7)  or  (d)(5),  or 

"(ii)  by  reason  of  the  individual's  death,  such  primary  insur- 
ance amount  shall  be  recomputed  without  regard  to  (and  as 
though  it  had  never  been  computed  with  regard  to)  subsection 
(a)(7)  or  (dX5).". 

(d)  Sections  202(eX2)  and  202(fX3)  of  such  Act  are  each  amended  by   42  use  402. 
striking  out  "section  215(f)  (5)  or  (6)"  wherever  it  appears  and 
inserting  in  lieu  thereof  "section  215(fX5),  215(fK6),  or  215(0(9)(B)", 

INCREASE  IN  OLD-AGE  INSURANCE  BENEFIT  AMOUNTS  ON  ACCOUNT  OF 
DELAYED  RETIREMENT 

Sec.  114.  (a)  Section  202(wXlXA)  of  the  Social  Security  Act  is  42  use  402. 
amended  to  read  as  follows: 

"(A)  the  applicable  percentage  (as  determined  under  para- 
graph (6))  of  such  amount,  multiplied  by", 
(b)  Section  202(w)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(6)  For  purposes  of  paragraph  (IXA),  the  'applicable  percentage' 
is — 

"(A)  yi2  of  1  percent  in  the  case  of  an  individual  who  first 
becomes  eligible  for  an  old-age  insurance  benefit  in  any  calen- 
dar year  before  1979; 

"(B)  V4  of  1  percent  in  the  case  of  an  individual  who  first 
becomes  eligible  for  an  old-age  insurance  benefit  in  any  calen- 
dar year  after  1978  and  before  1987; 

"(C)  in  the  case  of  an  individual  who  first  becomes  eligible  for 
an  old-age  insurance  benefit  in  a  calendar  year  after  1986  and 
before  2005,  a  percentage  equal  to  the  applicable  percentage  in 
effect  under  this  paragraph  for  persons  who  first  became  eligi- 
ble for  an  old-age  insurance  benefit  in  the  preceding  calendar 
year  (as  increased  pursuant  to  this  subparagraph),  plus  V24  of  1 
percent  if  the  calendar  year  in  which  that  particular  individual 
first  becomes  eligible  for  such  benefit  is  not  evenly  divisible  by 
2;  and 

"(D)  %  of  1  percent  in  the  case  of  an  individual  who  first 
becomes  eligible  for  an  old-age  insurance  benefit  in  a  calendar 
year  after  2004.". 
(cXl)  Paragraphs  (2)  (A)  and  (3)  of  section  202(w)  of  such  Act  are 
each  amended  by  striking  out  "age  72"  and  inserting  in  heu  thereof 
"age  70". 

(2)  The  amendments  made  by  paragraph  (1)  shall  apply  with  Effective  date 
respect  to  increment  months  in  calendar  years  after  1983.  42  use  402  note. 
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Part  C— Revenue  Provisions 

SEC.  121.  TAXATION  OF  SOCIAL  SECURITY  AND  TIER  1  RAILROAD  RETIRE- 
MENT  BENEFITS. 

(a)  General  Rule. — Part  II  of  subchapter  B  of  chapter  1  of  the 
Internal  Revenue  Code  of  1954  (relating  to  amounts  specifically 
included  in  gross  income)  is  amended  by  redesignating  section  86  as 
section  87  and  by  inserting  after  section  85  the  following  new 
section: 

26  use  86  "SEC.  86.  SOCIAL  SECURITY  AND  TIER  1  RAILROAD  RETIREMENT  BENE- 

FITS. 

''(a)  In  General. — Gross  income  for  the  taxable  year  of  any 
taxpayer  described  in  subsection  (b)  includes  social  security  benefits 
in  an  amount  equal  to  the  lesser  of— 

one-half  of  the  social  security  benefits  received  during  the 
taxable  year,  or 
**(2)  one-half  of  the  excess  described  in  subsection  (b)(1). 
"(b)  Taxpayers  to  Whom  Subsection  (a)  Appues.— 

''(1)  In  general.— a  taxpayer  is  described  in  this  subsection 
if— 

"(A)  the  sum  of— 

''(i)  the  modified  adjusted  gross  income  of  the  taxpay- 
er for  the  taxable  year,  plus 

"(ii)  one-half  of  the  social  security  benefits  received 
during  the  taxable  year,  exceeds 
"(B)  the  base  amount. 
"(2)  Modified  adjusted  gross  income.— For  purposes  of  this 
subsection,  the  term  'modified  adjusted  gross  income'  means 
adusted  gross  income— 

"(A)  determined  without  regard  to  this  section  and  sec- 
26  use  221, 911,  tions  221,  911,  931,  and  933,  and 

"(B)  increased  by  the  amount  of  interest  received  or 
accrued  by  the  taxpayer  during  the  taxable  year  which  is 
exempt  from  tax. 
"(c)  Base  Amount.— For  purposes  of  this  section,  the  term  'base 
amount'  means— 

"(1)  except  as  otherwise  provided  in  this  subsection,  $25,000, 
"(2)  $32,000,  in  the  case  of  a  joint  return,  and 
"(3)  zero,  in  the  case  of  a  taxpayer  who— 

"(A)  is  married  at  the  close  of  the  taxable  year  (within  the 
26  use  143.  meaning  of  section  143)  but  does  not  file  a  joint  return  for 

such  year,  and 

"(B)  does  not  live  apart  from  his  spouse  at  all  times 
during  the  taxable  year. 
"(d)  Social  Security  Benefit. — 

"(1)  In  general.— For  purposes  of  this  section,  the  term 
'social  security  benefit'  means  any  amount  received  by  the 
taxpayer  by  reason  of  entitlement  to— 

"(A)  a  monthly  benefit  under  title  II  of  the  Social  Secu- 
42  use  401.  rity  Act,  or 

"(B)  a  tier  1  railroad  retirement  benefit. 
For  purposes  of  the  preceding  sentence,  the  amount  received  by 
any  taxpayer  shall  be  determined  as  if  the  Social  Security  Act 
42  use  403.  did  not  contain  section  203(i)  thereof. 

"(2)  Adjustment  for  repayments  during  year.— 
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"(A)  In  general— For  purposes  of  this  section,  the 
amount  of  social  security  benefits  received  during  any  tax- 
able year  shall  be  reduced  by  any  repayment  made  by  the 
taxpayer  during  the  taxable  year  of  a  social  security  benefit 
previously  received  by  the  taxpayer  (whether  or  not  such 
benefit  was  received  during  the  taxable  year). 

"(B)  Denial  of  deduction.— If  (but  for  this  subpara- 
graph) any  portion  of  the  repayments  referred  to  in  subpar- 
agraph (A)  would  have  been  allowable  as  a  deduction  for 
the  taxable  year  under  section  165,  such  portion  shall  be 
allowable  as  a  deduction  only  to  the  extent  it  exceeds  the 
social  security  benefits  received  by  the  taxpayer  during  the 
taxable  year  (and  not  repaid  during  such  taxable  year). 
"(3)  Workmen's  compensation  benefits  substituted  for 
SOCIAL  security  BENEFITS.— For  purposes  of  this  section,  if,  by 
reason  of  section  224  of  the  Social  Security  Act  (or  by  reason  of  42  use  424a. 
section  3(a)(1)  of  the  Railroad  Retirement  Act  of  1974),  any  45  use  23ib. 
social  security  benefit  is  reduced  by  reason  of  the  receipt  of  a 
benefit  under  a  workmen's  compensation  act,  the  term  'social 
security  benefit'  includes  that  portion  of  such  benefit  received 
under  the  workmen's  compensation  act  which  equals  such  re- 
duction. 

'•(4)  Tier  i  railroad  retirement  benefft.— For  purposes  of 
paragraph  (1),  the  term  'tier  1  railroad  retirement  benefit' 
means  a  monthly  benefit  under  section  3(a),  4(a),  or  4(0  of  the 
Railroad  Retirement  Act  of  1974.  45  use  23ib, 

"(e)  Limitation  on  Amount  Included  Where  Taxpayer  Receives  ^^^^ 
Lump-Sum  Payment.— 

"(1)  Limitation— If— 

"(A)  any  portion  of  a  lump-sum  payment  of  social  security 
benefits  received  during  the  taxable  year  is  attributable  to 
prior  taxable  years,  ana 

"(B)  the  taxpayer  makes  an  election  under  this  subsection 
for  the  taxable  year, 
then  the  amount  included  in  gross  income  under  this  section  for 
the  taxable  year  by  reason  of  the  receipt  of  such  portion  shall 
not  exceed  the  sum  of  the  increases  in  gross  income  under  this 
chapter  for  prior  taxable  years  which  would  result  solely  from 
taking  into  account  such  portion  in  the  taxable  years  to  which  it 
is  attributable. 
"(2)  Special  rules.— 

"(A)  Year  to  which  benefit  attributable.— For  pur- 
poses of  this  subsection,  a  social  security  benefit  is  attribut- 
able to  a  taxable  year  if  the  generally  applicable  payment 
date  for  such  benefit  occurred  during  such  taxable  year. 

"(B)  Election.— An  election  under  this  subsection  shall 
be  made  at  such  time  and  in  such  manner  as  the  Secretary 
shall  by  regulations  prescribe.  Such  election,  once  made, 
may  be  revoked  only  with  the  consent  of  the  Secretary. 
"(f)  Treatment  as  Pension  or  Annuity  For  Certain  Purposes.— 
For  purposes  of— 

"(1)  section  43(c)(2)  (defining  earned  income),  26  use  43 

"(2)  section  219(0(1)  (defining  compensation),  26  use  219. 

"(3)  section  221(b)(2)  (defining  earned  income),  and  26  use  221. 

"(4)  section  911(b)(1)  (defining  foreign  earned  income),  26  use  911 

any  social  security  benefit  shall  be  treated  as  an  amount  received  as 
a  pension  or  annuity." 
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(b)  Information  Reporting.— Subpart  B  of  part  III  of  subchapter 
A  of  chapter  61  of  such  Code  (relating  to  information  concerning 
transactions  with  other  persons)  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

26  use  6050F       "SEC.  6050F.  RETURNS  RELATING  TO  SOCIAL  SECURITY  BENEFITS. 

"(a)  Requirement  of  Reporting.— The  appropriate  Federal  offi- 
cial shall  make  a  return,  according  to  the  forms  and  regulations 
prescribed  by  the  Secretary,  setting  forth— 
"(1)  the— 

"(A)  aggregate  amount  of  social  security  benefits  paid 
with  respect  to  any  individual  during  any  calendar  year, 
"(B)  aggregate  amount  of  social  security  benefits  repaid 
by  such  individual  during  such  calendar  year,  and 
"(C)  aggregate  reductions  under  section  224  of  the  Social 
42  use  424a.  Security  Act  (or  under  section  3(a)(1)  of  the  Railroad  Retire- 

45  use  231b.  ment  Act  of  1974)  in  benefits  which  would  otherwise  have 

been  paid  to  such  individual  during  the  calendar  year  on 
account  of  amounts  received  under  a  workmen's  compensa- 
tion act,  and 
"(2)  the  name  and  address  of  such  individual. 
"(b)  Statements  To  Be  Furnished  To  Individuals  With  Respect 
To  Whom  Information  Is  Furnished.— Every  person  making  a 
return  under  subsection  (a)  shall  furnish  to  each  individual  whose 
name  is  set  forth  in  such  return  a  written  statement  showing— 
"(1)  the  name  of  the  agency  making  the  payments,  and 
"(2)  the  aggregate  amount  of  payments,  of  repayments,  and  of 
reductions,  with  respect  to  the  individual  as  shown  on  such 
return. 

The  written  statement  required  under  the  preceding  sentence  shall 
be  furnished  to  the  individual  on  or  before  January  31  of  the  year 
following  the  calendar  year  for  which  the  return  under  subsection 
(a)  was  made. 
"(c)  Definitions.— For  purposes  of  this  section— 

"(1)  Appropriate  federal  official.— The  term  'appropriate 
Federal  official'  means — 

"(A)  the  Secretary  of  Health  and  Human  Services  in  the 
case  of  social  security  benefits  described  in  section 
86(d)(1)(A),  and 
"(B)  the  Railroad  Retirement  Board  in  the  case  of  social 
Ante,  p.  80.  security  benefits  described  in  section  86(dXlXB). 

"(2)  Social  security  BENEFrr.— The  term  'social  security  bene- 
fit' has  the  meaning  given  to  such  term  by  section  86(d)(1)." 

(c)  Treatment  of  Nonresident  Aliens.— 

(1)  Amendment  of  section  871(a). — Subsection  (a)  of  section 
26  use  871.  871  of  such  Code  (relating  to  tax  on  income  not  connected  with 

United  States  business)  is  amended  by  adding  at  the  end  thereof 
the  following  new  paragraph: 

"(3)  Taxation  of  social  security  benefits.— For  purposes  of 
this  section  and  section  1441— 

"(A)  one-half  of  any  social  security  benefit  (as  defined  in 
section  86(d))  shall  be  included  in  gross  income,  and 
"(B)  section  86  shall  not  apply." 
26  use  1441.  (2)  Amendment  of  section  1441.— Section  1441  of  such  Code 

(relating  to  withholding  of  tax  on  nonresident  aliens)  is 
amended  by  adding  at  the  end  thereof  the  following  new  subsec- 
tion: 
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"(g)  Cross  Reference.— 

"For  provision  treating  one-half  of  social  security  benefits  as  subject  to 
withholding  under  this  section,  see  section  871(a)(3)." 

(3)  Disclosure  of  information  to  social  security  adminis- 
tration OR  RAILROAD  RETIREMENT  BOARD. — 

(A)  In  GENERAL.— Subsection  (h)  of  section  6103  of  such   26  use  6i03. 
Code  (relating  to  disclosure  to  certain  Federal  officers  and 
employees  for  purposes  of  tax  administration,  etc.)  is 
amended  by  adding  at  the  end  thereof  the  following  new 
paragraph: 

''(6)  Withholding  of  tax  from  social  security  benefits.— 
Upon  written  request  of  the  payor  agency,  the  Secretary  may 
disclose  available  return  information  from  the  master  files  of 
the  Internal  Revenue  Service  with  respect  to  the  address  and 
status  of  an  individual  as  a  nonresident  alien  or  as  a  citizen  or 
resident  of  the  United  States  to  the  Social  Security  Administra- 
tion or  the  Railroad  Retirement  Board  (whichever  is  appropri- 
ate) for  purposes  of  carrying  out  its  responsibilities  for 
withholding  tax  under  section  1441  from  social  security  benefits  26  use  1441. 
(as  defined  in  section  86(d))."  Ante,  p.  80. 

(B)  Conforming  amendment. — Paragraph  (4)  of  section 
6103(p)  of  such  Code  (relating  to  safeguards)  is  amended  by   26  use  6i03. 
inserting  ''(h)(6),"  after  "(h)(2),"  in  the  material  preceding 
subparagraph  (A)  and  in  subparagraph  (F)(ii),  thereof. 

(C)  Disclosure  by  financial  institutions.— Section  1113 
of  the  Right  to  Financial  Privacy  Act  of  1978  (92  Stat.  3706; 
12  U.S.C.  3413)  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(k)(l)  Nothing  in  this  title  shall  apply  to  the  disclosure  by  the 
financial  institution  of  the  name  and  address  of  any  customer  to  the 
Department  of  the  Treasury,  the  Social  Security  Administration,  or 
the  Railroad  Retirement  Board,  where  the  disclosure  of  such  infor- 
mation is  necessary  to,  and  such  information  is  used  solely  for  the 
purpose  of,  the  proper  administration  of  section  1441  of  the  Internal 
Revenue  Code  of  1954,  title  II  of  the  Social  Security  Act,  or  the 
Railroad  Retirement  Act  of  1974. 

''(2)  Notwithstanding  any  other  provision  of  law,  any  request 
authorized  by  paragraph  (1)  (and  the  information  contained  therein) 
may  be  used  by  the  financial  institution  or  its  agents  solely  for  the 
purpose  of  providing  the  customer's  name  and  address  to  the  De- 
partment of  the  Treasury,  the  Social  Security  Administration,  or  the 
Railroad  Retirement  Board  and  shall  be  barred  from  redisclosure  by 
the  financial  institution  or  its  agents." 

(d)  Social  Security  Benefits  Treated  as  United  States 
SouRCED.— Subsection  (a)  of  section  861  of  such  Code  (relating  to    26  use  861. 
income  from  sources  within  the  United  States)  is  amended  by  adding 

at  the  end  thereof  the  following  new  paragraph: 

"(8)  Social  security  benefits.— Any  social  security  benefit 
(as  defined  in  section  86(d))."  Ante,  p.  80. 

(e)  Transfers  to  Trust  Funds.—  42  use  40i  note. 

(1)  In  general. — There  are  hereby  appropriated  to  each 
payor  fund  amounts  equivalent  to  the  aggregate  increase  in  tax 
liabilities  under  chapter  1  of  the  Internal  Revenue  Code  of  195  4   26  use  l  et  seq. 
which  is  attributable  to  the  application  of  sections  86  and   Ante,  p.  80. 
871(a)(3)  of  such  Code  (as  added  by  this  section)  to  payments 
from  such  payor  fund. 


Information 
disclosure. 


26  use  1441;  42 

use  401;  45  use 

231t. 
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(2)  Transfers. — The  amounts  appropriated  by  paragraph  (1) 
to  any  payor  fund  shall  be  transferred  from  time  to  time  (but 
not  less  frequently  than  quarterly)  from  the  general  fund  of  the 
Treasury  on  the  basis  of  estimates  made  by  the  Secretary  of  the 
Treasury  of  the  amounts  referred  to  in  such  paragraph.  Any 
such  quarterly  payment  shall  be  made  on  the  first  day  of  such 
quarter  and  shall  take  into  account  social  security  benefits 
estimated  to  be  received  during  such  quarter.  Proper  adjust- 
ments shall  be  made  in  the  amounts  subsequently  transferred 
to  the  extent  prior  estimates  were  in  excess  of  or  less  than  the 
amounts  required  to  be  transferred. 

(3)  Definitions. — For  purposes  of  this  subsection — 

(A)  Payor  fund.— The  term  "payor  fund"  means  any 
trust  fund  or  account  from  which  payments  of  social  secu- 
rity benefits  are  made. 

(B)  Social  security  benefits. — The  term  "social  security 
benefits"  has  the  meaning  given  such  term  by  section 

Ante,  p.  80.  86(d)(1)  of  the  Internal  Revenue  Code  of  1954. 

(4)  Reports. — The  Secretary  of  the  Treasury  shall  submit 
annual  reports  to  the  Congress  and  to  the  Secretary  of  Health 
and  Human  Services  and  the  Railroad  Retirement  Board  on — 

(A)  the  transfers  made  under  this  subsection  during  the 
year,  and  the  methodology  used  in  determining  the  amount 
of  such  transfers  and  the  funds  or  account  to  which  made, 
and 

(B)  the  anticipated  operation  of  this  subsection  during  the 
next  5  years. 

(f)  Technical  Amendments.— 
26  use  85.  (1)  Subsection  (a)  of  section  85  of  such  Code  is  amended  by 

striking  out  "this  section,"  and  inserting  in  lieu  thereof  "this 
section,  section  86,". 

96  Stat.  2375.  (2)  Subparagraph  (B)  of  section  128(c)(3)  of  such  Code  (as  in 

26  use  128.  effect  for  taxable  years  beginning  after  December  31,  1984)  is 

amended  by  striking  out  "85,"  and  inserting  in  lieu  thereof  "85, 

86,". 

(3)  The  table  of  sections  for  part  II  of  subchapter  B  of  chapter 
1  of  such  Code  is  amended  by  striking  out  the  item  relating  to 
section  86  and  inserting  in  lieu  thereof  the  following: 

"Sec.  86.  Social  security  and  tier  1  railroad  retirement  benefits. 
"Sec.  87.  Alcohol  fuel  credit." 

(4)  The  table  of  sections  for  subpart  B  of  part  III  of  subchapter 
A  of  chapter  61  of  such  Code  is  amended  by  adding  at  the  end 
thereof  the  following  new  item: 

"Sec.  6050F.  Returns  relating  to  social  security  benefits."  / 
26  use  86  note.         (g)  EFFECTIVE  DaTES. — 

(1)  In  general.— Except  as  provided  in  paragraph  (2),  the 
amendments  made  by  this  section  shall  apply  to  benefits  re- 
ceived after  December  31,  1983,  in  taxable  years  ending  after 
such  date. 

(2)  Treatment  of  certain  lump-sum  payments  received 
after  DECEMBER  31,  1983. — The  amendments  made  by  this  sec- 
tion shall  not  apply  to  any  portion  of  a  lump-sum  payment  of 
social  security  benefits  (as  defined  in  section  86(d)  of  the  Inter- 

Ante,  p.  80.  nal  Revenue  Code  of  1954)  received  after  December  31,  1983,  if 

the  generally  applicable  payment  date  for  such  portion  was 
before  January  1, 1984. 
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SEC.  122.  CREDIT  FOR  THE  ELDERLY  AND  THE  PERMANENTLY  AND 
TOTALLY  DISABLED. 

(a)  General  Rule.— Section  37  of  the  Internal  Revenue  Code  of 
1954  (relating  to  credit  for  the  elderly)  is  amended  to  read  as  follows:  26  use  37 

**SEC.  37.  CREDIT  FOR  THE  ELDERLY  AND  THE  PERMANENTLY  AND 
TOTALLY  DISABLED. 

"(a)  General  Rule.— In  the  case  of  a  qualified  individual,  there 
shall  be  allowed  as  a  credit  against  the  tax  imposed  by  this  chapter 
for  the  taxable  year  an  amount  equal  to  15  percent  of  such  individ- 
ual's section  37  amount  for  such  taxable  year. 

''(b)  Qualified  Individual.— For  purposes  of  this  section,  the  term 
'qualified  individual'  means  any  individual— 

"(1)  who  has  attained  age  65  before  the  close  of  the  taxable 
year,  or 

"(2)  who  retired  on  disability  before  the  close  of  the  taxable 
year  and  who,  when  he  retired,  was  permanently  and  totally 
disabled. 

"(c)  Section  37  Amount.— For  purposes  of  subsection  (a)— 

"(1)  In  GENERAL.— An  individual's  section  37  amount  for  the 
taxable  year  shall  be  the  appUcable  initial  amount  determined 
under  paragraph  (2),  reduced  as  provided  in  paragraph  (3)  and 
in  subsection  (d). 
"(2)  Initial  amount— 

"(A)  In  general.— Except  as  provided  in  subparagraph 


"(iii)  $3,750  in  the  case  of  a  married  individual  filing 
a  separate  return. 
"(B)  Limitation  in  case  of  individuals  who  have  not 

PTAINED  age  65 — 

"(i)  In  general —In  the  case  of  a  qualified  individual 
who  has  not  attained  age  65  before  the  close  of  the 
taxable  year,  except  as  provided  in  clause  (ii),  the 
initial  amount  shall  not  exceed  the  disability  income 
for  the  taxable  year. 

"(ii)  Special  rules  in  case  of  joint  return  —In  the 
case  of  a  joint  return  where  both  spouses  are  qualified 
individuals  and  at  least  one  spouse  has  not  attained  age 
65  before  the  close  of  the  taxable  year— 

"(I)  if  both  spouses  have  not  attained  age  65 
before  the  close  of  the  taxable  year,  the  initial 
amount  shall  not  exceed  the  sum  of  such  spouses' 
disability  income,  or 

"(II)  if  one  spouse  has  attained  age  65  before  the 
close  of  the  taxable  year,  the  initial  amount  shall 
not  exceed  the  sum  of  $5,000  plus  the  disability 
income  for  the  taxable  year  of  the  spouse  who  has 
not  attained  age  65  before  the  close  of  the  taxable 
year. 

"(iii)  Disability  income— For  purposes  of  this  sub- 
paragraph, the  term  'disability  income'  means  the  ag- 
gregate amount  includable  in  the  gross  income  of  the 
individual  for  the  taxable  year  under  section  72  or  26  use  72. 


(B),  the  initial  amount  shall  be— 


"(i)  $5,000  in  the  case  of  a  single  individual,  or  a  joint 
return  where  only  one  spouse  is  a  qualified  individual, 
"(ii)  $7,500  in  the  case  of  a  joint  return  where  both 
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105(a)  to  the  extent  such  amount  constitutes  wages  (or 
payments  in  lieu  of  wages)  for  the  period  during  which 
the  individual  is  absent  from  work  on  account  of  per- 
manent and  total  disability. 
"(3)  Reduction.— 

"(A)  In  general. — The  reduction  under  this  paragraph  is 
an  amount  equal  to  the  sum  of  the  amounts  received  by  the 
individual  for,  in  the  case  of  a  joint  return,  by  either  spouse) 
as  a  pension  or  annuity  or  as  a  disability  benefit— 

**(i)  which  is  excluded  from  gross  income  and  payable 
under — 

''(I)  title  II  of  the  Social  Security  Act, 
"(II)  the  Railroad  Retirement  Act  of  1974,  or 
''(III)  a  law  administered  by  the  Veterans'  Ad- 
ministration, or 
''(ii)  which  is  excluded  from  gross  income  under  any 
provision  of  law  not  contained  in  this  title. 
No  reduction  shall  be  made  under  clause  (i)(III)  for  any 
amount  described  in  section  104(a)(4). 

''(B)  Treatment  of  certain  workmen's  compensation 
BENEFITS. — For  purposos  of  subparagraph  (A),  any  amount 
treated  as  a  social  security  benefit  under  section  86(d)(3) 
shall  be  treated  as  a  disability  benefit  received  under  title  II 
of  the  Social  Security  Act. 
"(d)  Limitations. — 

"(1)  Adjusted  gross  income  limitation. — If  the  adjusted 
gross  income  of  the  taxpayer  exceeds — 

"(A)  $7,500  in  the  case  of  a  single  individual, 
"(B)  $10,000  in  the  case  of  a  joint  return,  or 
"(C)  $5,000  in  the  case  of  a  married  individual  filing  a 
separate  return, 
the  section  37  amount  shall  be  reduced  by  one-half  of  the  excess 
of  the  adjusted  gross  income  over  $7,500,  $10,000,  or  $5,000,  as 
the  case  may  be. 

"(2)  Limitation  based  on  amount  of  tax.— The  amount  of 
the  credit  allowed  by  this  section  for  the  taxable  year  shall  not 
exceed  the  amount  of  the  tax  imposed  by  this  chapter  for  such 
taxable  year. 

"(e)  Definitions  and  Special  Rules.— For  purposes  of  this  sec- 
tion— 

"(1)  Married  couple  must  file  joint  return. — Except  in  the 
case  of  a  husband  and  wife  who  live  apart  at  all  times  during 
the  taxable  year,  if  the  taxpayer  is  married  at  the  close  of  the 
taxable  year,  the  credit  provided  by  this  section  shall  be  allowed 
only  if  the  taxpayer  and  his  spouse  file  a  joint  return  for  the 
taxable  year. 

"(2)  Marital  status. — Marital  status  shall  be  determined 
under  section  143. 

"(3)  Permanent  and  total  disability  defined.— An  individ- 
ual is  permanently  and  totally  disabled  if  he  is  unable  to  engage 
in  any  substantial  gainful  activity  by  reason  of  any  medically 
determinable  physical  or  mental  impairment  which  can  be 
expected  to  result  in  death  or  which  has  lasted  or  can  be 
expected  to  last  for  a  continuous  period  of  not  less  than  12 
months.  An  individual  shall  not  be  considered  to  be  perma- 
nently and  totally  disabled  unless  he  furnishes  proof  of  the 


PUBLIC  LAW  98-21— APR.  20,  1983 


97  STAT.  87 


existence  thereof  in  such  form  and  manner,  and  at  such  times, 
as  the  Secretary  may  require. 
"(f)  Nonresident  Auen  Ineligible  for  Credit.— No  credit  shall 
be  allowed  under  this  section  to  any  nonresident  alien." 

(b)  Repeal  of  Exclusion  for  Certain  Disability  Payments.— 
Subsection  (d)  of  section  105  of  such  Code  (relating  to  certain  disabil- 
ity payments)  is  hereby  repealed. 

(c)  Conforming  Amendments. — 

(1)  Sections  41(bX2),  44A(b)(2),  46(a)(4)(B),  53(a)(2),  and  904(g)  of 
such  Code  are  each  amended  by  striking  out  "relating  to  credit 
for  the  elderly"  and  inserting  in  lieu  thereof  "relating  to  credit 
for  the  elderly  and  the  permanently  and  totally  disabled". 

(2)  Subsection  (a)  of  section  85  of  such  Code  is  amended  by 
striking  out  ",  section  105(d),". 

(3)  Subparagraph  (B)  of  section  128(c)(3)  of  such  Code  (as  in 
effect  for  taxable  years  beginning  after  December  31,  1984)  is 
amended  by  striking  out  "105(d),". 

(4)  Paragraph  (3)  of  section  403(b)  of  such  Code  is  amended  by 
striking  out  "sections  105(d)  and  911"  and  inserting  in  lieu 
thereof  "section  911". 

(5)  Clause  (i)  of  section  415(cX3XC)  of  such  Code  is  amended  by 
striking  out  "section  105(dX4)"  and  inserting  in  lieu  thereof 
"section  37(eX3)". 

(6)  Paragraph  (6)  of  section  7871(a)  of  such  Code  is  amended  by 
striking  out  subparagraph  (A),  and  by  redesignating  subpara- 
graphs (B),  (C),  and  (D)  as  subparagraphs  (A),  (B),  and  (C), 
respectively. 

(7)  The  table  of  sections  for  subpart  A  of  part  IV  of  subchapter 
A  of  chapter  1  of  such  Code  is  amended  by  striking  out  the  item 
relating  to  section  37  and  inserting  in  lieu  thereof  the  following: 

"Sec.  37.  Credit  for  the  elderly  and  the  permanently  and  totally  disabled." 

(d)  Effective  Date. — 

(1)  In  general. — The  amendments  made  by  this  section  shall 
apply  to  taxable  years  beginning  after  December  31, 1983. 

(2)  Transitional  rule.— If  an  individual's  annuity  starting 
date  was  deferred  under  section  105(d)(6)  of  the  Internal  Reve- 
nue Code  of  1954  (as  in  effect  on  the  day  before  the  date  of  the 
enactment  of  this  section),  such  deferral  shall  end  on  the  first 
day  of  such  individual's  first  taxable  year  beginning  after  De- 
cember 31, 1983. 

SEC.  123.  ACCELERATION  OF  INCREASES  IN  FICA  TAXES;  1984  EMPLOYEE 
TAX  CREDIT. 

(a)  Acceleration  of  Increases  in  FICA  Taxes.— 

(1)  Tax  on  employees.— Subsection  (a)  of  section  3101  of  the 
Internal  Revenue  Code  of  1954  (relating  to  rate  of  tax  on 
employees  for  old-age,  survivors,  and  disability  insurance)  is 
amended  by  striking  out  paragraphs  (1)  through  (7)  and  insert- 
ing in  lieu  thereof  the  following: 

"In  cases  of  wages  The  rate 
received  during:  shall  be: 

1984,  1985,  1986,  or  1987   5.7  percent 

1988  or  1989   6.06  percent 

1990  or  thereafter   6.2  percent." 


26  use  105. 


26  use  41,  44 A, 
46,  53,  904. 


26  use  85. 

96  Stat.  2375. 
26  use  128. 

26  use  403. 


96  Stat.  532. 
26  use  415. 


96  Stat.  2608. 
26  use  7871. 


26  use  37  note. 


Supra. 


26  use  3101. 
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26  use  3111.  (2)  Employer  tax.— Subsection  (a)  of  section  31 1 1  of  such  Code 

is  amended  by  striking  out  paragraphs  (1)  through  (7)  and 
inserting  in  lieu  thereof  the  following: 

"In  cases  of  wages  The  rate 
paid  during:  shall  be: 

1984,  1985,  1986,  or  1987   5.7  percent 

1988  or  1989   6.06  percent 

1990  or  thereafter   6.2  percent." 

26  use  3101  (3)  Effective  date. — The  amendments  made  by  this  subsec- 

tion  shall  apply  to  remuneration  paid  after  December  31,  1983. 
(b)  1984  Employee  Tax  Credit.— 

(1)  In  general.— Chapter  25  of  such  Code  is  amended  by 
adding  at  the  end  thereof  the  following  new  section: 

26  use  3510.         "SEC.  3510.  CREDIT  FOR  INCREASED  SOCIAL  SECURITY  EMPLOYEE  TAXES 

AND  RAILROAD  RETIREMENT  TIER  1  EMPLOYEE  TAXES  IM- 
POSED  DURING  1984. 

"(a)  General  Rule.— There  shall  be  allowed  as  a  credit  against 
the  tax  imposed  by  section  3101(a)  on  wages  received  during  1984  an 
amount  equal  to  ^lo  of  1  percent  of  the  wages  so  received. 

"(b)  Time  Credit  Allowed. — The  credit  under  subsection  (a)  shall 
be  taken  into  account  in  determining  the  amount  of  the  tax 
deducted  under  section  3102(a). 

**(c)  Wages. — For  purposes  of  this  section,  the  term  'wages'  has  the 
meaning  given  to  such  term  by  section  3121(a). 
''(d)  Application  to  Agreements  Under  Section  218  of  the 
42  use  418.        Social  Security  Act.— For  purposes  of  determining  amounts  equiv- 
alent to  the  tax  imposed  by  section  3101(a)  with  respect  to  remu- 
neration which — 

"(1)  is  covered  by  an  agreement  under  section  218  of  the 
Social  Security  Act,  and 
"(2)  is  paid  during  1984, 
the  credit  allowed  by  subsection  (a)  shall  be  taken  into  account.  A 
similar  rule  shall  also  apply  in  the  case  of  an  agreement  under 
section  3121(1). 

"(e)  Credit  Against  Railroad  Retirement  Employee  and  Em- 
ployee Representative  Taxes. — 

"(1)  In  general.— There  shall  be  allowed  as  a  credit  against 
the  taxes  imposed  by  sections  3201(a)  and  3211(a)  on  compensa- 
tion paid  during  1984  and  subject  to  such  taxes  at  rates  deter- 
mined by  reference  to  section  3101  an  amount  equal  to  %o  of  1 
percent  of  such  compensation. 

"(2)  Time  credit  allowed.— The  credit  under  paragraph  (1) 
shall  be  taken  into  account  in  determining  the  amount  of  the 
tax  deducted  under  section  3202(a)  (or  the  amount  of  the  tax 
under  section  3211(a)). 

"(3)  Compensation.— For  purposes  of  this  subsection,  the 
term  'compensation'  has  the  meaning  given  to  such  term  by 
section  3231(e). 

"(0  Coordination  With  Section  6413(c).— For  purposes  of  subsec- 
tion (c)  of  section  6413,  in  determining  the  amount  of  the  tax 
imposed  by  section  3101  or  3201,  any  credit  allowed  by  this  section 
shall  be  taken  into  account." 

(2)  Clerical  amendment.— The  table  of  sections  for  chapter 
25  of  such  Code  is  amended  by  adding  at  the  end  thereof  the 
following  new  item: 
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"Sec.  3510.  Credit  for  increased  social  security  employee  taxes  and  railroad 
retirement  tier  1  employee  taxes  imposed  during  1984." 

(3)  Effective  date. — The  amendments  made  by  this  subsec-  26  use  35io 
tion  shall  apply  to  remuneration  paid  during  1984.  ^^^^ 

(4)  Deposits  in  social  security  trust  funds.— For  purposes  42  use  4i8  note, 
of  subsection  (h)  of  section  218  of  the  Social  Security  Act  (relat-  42  use  4i8. 
ing  to  deposits  in  social  security  trust  funds  of  amounts  received 

under  section  218  agreements),  amounts  allowed  as  a  credit 
pursuant  to  subsection  (d)  of  section  3510  of  the  Internal  Reve- 
nue Code  of  1954  (relating  to  credit  for  remuneration  paid  Ante,  p.  88. 
during  1984  which  is  covered  under  an  agreement  under  section 
218  of  tho  Social  Security  Act)  shall  be  treated  as  amounts 
received  under  such  an  agreement. 

(5)  Deposits  in  railroad  retirement  account.— For  purposes  45  use  23in 
of  subsection  (a)  of  section  15  of  the  Railroad  Retirement  Act  of 

1974,  amounts  allowed  as  a  credit  under  subsection  (e)  of  section  45  use  23 in. 
3510  of  the  Internal  Revenue  Code  of  1954  shall  be  treated  as 
amounts  covered  into  the  Treasury  under  subsection  (a)  of 
section  3201  of  such  Code. 

SEC.  124.  TAXES  ON  SELF-EMPLOYMENT  INCOME;  CREDIT  AGAINST  SUCH 
TAXES  FOR  YEARS  BEFORE  1990;  DEDUCTION  OF  SUCH  TAXES 
FOR  YEARS  AFTER  1989. 

(a)  Increase  in  Rates.— Subsections  (a)  and  0^)  of  section  1401  of 

the  Internal  Revenue  Code  of  1954  (relating  to  rates  of  tax  on  self-  26  use  i40i. 
employment  income)  are  amended  to  read  as  follows: 

"(a)  Old-Age,  Survivors,  and  Disability  Insurance.— In  addition 
to  other  taxes,  there  shall  be  imposed  for  each  taxable  year,  on  the 
self-emplojmient  income  of  every  individual,  a  tax  equal  to  the 
following  percent  of  the  amount  of  the  self-employment  income  for 
such  taxable  year: 

"In  the  case  of  a  taxable  year 
Beginning  after:  And  before:  Percent: 

December  31,  1983   January  1, 1988   11.40 

December  31,  1987   January  1,  1990   12.12 

December  31, 1989   12.40 

'*(b)  Hospital  Insurance.— In  addition  to  the  tax  imposed  by  the 
preceding  subsection,  there  shall  be  imposed  for  each  taxable  year, 
on  the  self-employment  income  of  every  individual,  a  tax  equal  to 
the  following  percent  of  the  amount  of  the  self-employment  income 
for  such  taxable  year: 

"In  the  case  of  a  taxable  year 
Beginning  after:  And  before:  Percent: 

December  31,  1983          January  1,  1985   2.60 

December  31, 1984          January  1,  1986   2.70 

December  31, 1985   2.90." 

(b)  Credit  For  Years  Before  1990  Against  Self-Employment 
Taxes. — Section  1401  of  such  Code  is  amended  by  redesignating 
subsection  (c)  as  subsection  (d)  and  by  inserting  after  subsection  (b) 
the  following  new  subsection: 

"(c)  Credit  Against  Taxes  Imposed  by  This  Section.— 

"(1)  In  general. — In  the  case  of  a  taxable  year  beginning 
before  1990,  there  shall  be  allowed  as  a  credit  against  the  taxes 
imposed  by  this  section  for  any  taxable  year  an  amount  equal  to 
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the  applicable  percentage  of  the  self-employment  income  of  the 
individual  for  such  taxable  year. 

"(2)  Applicable  percentage.— For  purposes  of  paragraph  (1), 
the  applicable  percentage  shall  be  determined  in  accordance 
with  the  following  table: 


"In  the  case  of  taxable  The  applicable 

years  beginning  in:  percentage  is: 

1984   2.7 

1985  2  3 

1986^1987^  im  OT  lMI"^  2^0." 


(c)  Allowance  of  Deduction  for  Years  After  1989  for  One- 
half  OF  Taxes  on  Self-Employment  Income.— 
26  use  164.  (1)  In  general. — Section  164  of  such  Code  (relating  to  deduc- 

tion for  taxes)  is  amended  by  redesignating  subsection  (f)  as 
subsection  (g)  and  by  inserting  after  subsection  (e)  the  following 
new  subsection: 
"(f)  Deduction  for  One-Half  of  Self-Employment  taxes. — 

In  general. — In  the  case  of  an  individual,  in  addition  to 
the  taxes  described  in  subsection  (a),  there  shall  be  allowed  as  a 
deduction  for  the  taxable  year  an  amount  equal  to  one-half  of 
the  taxes  imposed  by  section  1401  for  such  taxable  year. 

"(2)  Deduction  treated  as  attributable  to  trade  or  busi- 
ness.—For  purposes  of  this  chapter,  the  deduction  allowed  by 
paragraph  (1)  shall  be  treated  as  attributable  to  a  trade  or 
business  carried  on  by  the  taxpayer  which  does  not  consist  of 
the  performance  of  services  by  the  taxpayer  as  an  employee." 

(2)  Alternative  deduction  allowed  in  computing  self-em- 
26  use  1402.             PLOYMENT  TAXES. — Subsection  (a)  of  section  1402  of  such  Code 

(defining  net  earnings  from  self-employment)  is  amended  by 
striking  out  "and"  at  the  end  of  paragraph  (11),  by  redes- 
ignating paragraph  (12)  as  paragraph  (13),  and  by  inserting 
after  paragraph  (11)  the  following  new  paragraph: 

"(12)  in  lieu  of  the  deduction  provided  by  section  164(f)  (relat- 
ing to  deduction  for  one-half  of  self-employment  taxes),  there 
shall  be  allowed  a  deduction  equal  to  the  product  of— 

"(A)  the  taxpayer's  net  earnings  from  self-employment 
for  the  taxable  year  (determined  without  regard  to  this 
paragraph),  and 

"(B)  one-half  of  the  sum  of  the  rates  imposed  by  subsec- 
tions (a)  and  (b)  of  section  1401  for  such  year;  and". 

(3)  Conforming  amendment  to  social  security  act.— Sub- 
42  use  411.              section  (a)  of  section  211  of  the  Social  Security  Act  is  amended 

by  striking  out  "and"  at  the  end  of  paragraph  (10),  by  redes- 
ignating paragraph  (11)  as  paragraph  (12),  and  by  inserting 
after  paragraph  (10)  the  following  new  paragraph: 

"(11)  In  lieu  of  the  deduction  provided  by  section  164(f)  of  the 
Internal  Revenue  Code  of  1954  (relating  to  deduction  for  one- 
half  of  self-employment  taxes),  there  shall  be  allowed  a  deduc- 
tion equal  to  the  product  of— 

"(A)  the  taxpayer's  net  earnings  from  self-employment 
for  the  taxable  year  (determined  without  regard  to  this 
paragraph),  and 

"(B)  one-half  of  the  sum  of  the  rates  imposed  by  subsec- 
tions (a)  and  (b)  of  section  1401  of  such  Code  for  such  year; 
and". 

Supra.  (4)  Section  164(f)  deduction  taken  into  account  in  com- 

puting earned  income. — 
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(A)  Subparagraph  (A)  of  section  401(cX2)  of  such  Code  96  Stat.  5i3. 
(defining  earned  income)  is  amended  by  striking  out  "and"  ^6  use  40i. 
at  the  end  of  clause  (iv),  by  striking  out  the  period  at  the 

end  of  clause  (v)  and  inserting  in  lieu  thereof     and",  and 
by  inserting  after  clause  (v)  the  following  new  clause: 

"(vi)  with  regard  to  the  deduction  allowed  to  the 
taxpayer  by  section  164(f)."  p  90. 

(B)  Clause  (ii)  of  section  43(c)(2)(A)  of  such  Code  is    26  use  43. 
amended  by  inserting  before  the  period  '\  but  such  net 
earnings  shall  be  determined  with  regard  to  the  deduction 
allowed  to  the  taxpayer  by  section  164(f)". 

(5)  Conforming  amendment.— Subsection  (a)  of  section  275  of   26  use  275. 
such  Code  (relating  to  denial  of  deduction  for  certain  taxes)  is 
amended  by  adding  at  the  end  thereof  the  following  new  sen- 
tence: 

"Paragraph  (1)  shall  not  apply  to  any  taxes  to  the  extent  such  taxes 
are  allowable  as  a  deduction  under  section  164(f)." 
(d)  Effective  Dates.—  26  use  i40i 

(1)  In  general. — Except  as  provided  in  paragraph  (2),  the 
amendments  made  by  this  section  shall  apply  to  taxable  years 
beginning  after  December  31, 1983. 

(2)  Subsection  (c)  .—The  amendments  made  by  subsection  (c) 
shall  apply  to  taxable  years  beginning  after  December  31,  1989. 

SEC.  125.  TREATMENT  OF  CERTAIN  FACULTY  PRACTICE  PLANS.  26  USC  125 

(a)  General  Rule.— For  purposes  of  subsection  (s)  of  section  3121 
of  the  Internal  Revenue  Code  of  1954  (relating  to  concurrent  employ- 
ment by  2  or  more  employers) — 

(1)  the  following  entities  shall  be  deemed  to  be  related  corpo- 
rations: 

(A)  a  State  university  which  employs  health  professionals 
as  faculty  members  at  a  medical  school,  and 

(B)  a  faculty  practice  plan  described  in  section  501(c)(3)  of 
such  Code  and  exempt  from  tax  under  section  501(a)  of  such 
Code— 

(i)  which  employs  faculty  members  of  such  medical 
school,  and 

(ii)  30  percent  or  more  of  the  employees  of  which  are 
concurrently  employed  by  such  medical  school;  and 

(2)  remuneration  which  is  disbursed  by  such  faculty  practice 
plan  to  a  health  professional  employed  by  both  such  entities 
shall  be  deemed  to  have  been  actually  disbursed  by  such  univer- 
sity as  a  common  paymaster  and  not  to  have  been  actually 
disbursed  by  such  faculty  practice  plan. 

(b)  Effective  Date.— The  provisions  of  subsection  (a)  shall  apply 
to  remuneration  paid  after  December  31, 1983. 

allocations  to  disability  insurance  trust  fund 

Sec.  126.  (a)  Section  201(b)(1)  of  the  Social  Security  Act  is  amended  42  use  40i. 
by  striking  out  clauses  (K)  through  (M)  and  inserting  in  lieu  thereof 
the  following:  "(K)  1.65  per  centum  of  the  wages  (as  so  defined)  paid 
after  December  31,  1981,  and  before  January  1,  1983,  and  so 
reported,  (L)  1.25  per  centum  of  the  wages  (as  so  defined)  paid  after 
December  31,  1982,  and  before  January  1,  1984,  and  so  reported,  (M) 
1.00  per  centum  of  the  wages  (as  so  defined)  paid  after  December  31, 
1983,  and  before  January  1,  1988,  and  so  reported,  (N)  1.06  per 
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centum  of  the  wages  (as  so  defined)  paid  after  December  31,  1987, 
and  before  January  1,  1990,  and  so  reported,  (O)  1.20  per  centum  of 
the  wages  (as  so  defined)  paid  after  December  31,  1989,  and  before 
January  1,  2000,  and  so  reported,  and  (P)  1.42  per  centum  of  the 
wages  (as  so  defined)  paid  after  December  31,  1999,  and  so 
reported,''. 

42  use  401.  (b)  Section  201(b)(2)  of  such  Act  is  amended  by  striking  out  clauses 

(K)  through  (M)  and  inserting  in  Heu  thereof  the  following:  "(K) 
1.2375  per  centum  of  the  amount  of  self-employment  income  (as  so 
defined)  so  reported  for  any  taxable  year  beginning  after  December 
31,  1981,  and  before  January  1,  1983,  (L)  0.9375  per  centum  of  the 
amount  of  self-employment  income  (as  so  defined)  so  reported  for 
any  taxable  year  beginning  after  December  31,  1982,  and  before 
January  1,  1984,  (M)  1.00  per  centum  of  the  amount  of  self-employ- 
ment  income  (as  so  defined)  so  reported  for  any  taxable  year  begin- 
ning after  December  31,  1983,  and  before  January  1,  1988,  (N)  1.06 
per  centum  of  the  self-employment  income  (as  so  defined)  so 
reported  for  any  taxable  year  beginning  after  December  31,  1987, 
and  before  January  1,  1990,  (O)  1.20  per  centum  of  the  amount  of 
self-employment  income  (as  so  defined)  so  reported  for  any  taxable 
year  beginning  after  December  31,  1989,  and  before  January  1,  2000, 
and  (P)  1.42  per  centum  of  the  self-employment  income  (as  so 
defined)  so  reported  for  any  taxable  year  beginning  after  December 
31, 1999,". 

Part  D— Benefits  for  Certain  Surviving,  Divorced,  and 
Disabled  Spouses 

benefits  for  surviving  divorced  spouses  and  disabled  widows 

AND  widowers  WHO  REMARRY 

42  use  402.  Sec.  131.  (a)(1)  Section  202(e)(3)  of  the  Social  Security  Act  is 

repealed. 

(2)  Section  202(e)(4)  of  such  Act  is  amended  to  read  as  follows: 
**(4)  For  purposes  of  paragraph  (1),  if— 

"(A)  a  widow  or  surviving  divorced  wife  marries  after  attain- 
ing age  60  (or  after  attaining  age  50  if  she  was  entitled  before 
such  marriage  occurred  to  benefits  based  on  disability  under 
this  subsection),  or 

"(B)  a  disabled  widow  or  disabled  surviving  divorced  wife 
described  in  paragraph  (l)(B)(ii)  marries  after  attaining  age  50, 
such  marriage  shall  be  deemed  not  to  have  occurred.". 

(3)  (A)  Section  202(e)  of  such  Act  is  further  amended  by  redes- 
ignating paragraph  (4)  (as  amended  by  paragraph  (2)  of  this  subsec- 
tion), and  paragraphs  (5)  through  (8),  as  paragraphs  (3)  through  (7), 
respectively. 

(B)  Section  202(e)(l)(B)(ii)  of  such  Act  is  amended  by  striking  out 
"(5)"  and  inserting  in  lieu  thereof  "(4)". 

(C)  Section  202(e)(1)(F)  of  such  Act  is  amended  by  striking  out  "(6)" 
in  clause  (i)  and  "(5)"  in  clause  (ii)  and  inserting  in  lieu  thereof  "(5)" 
and  "(4)",  respectively. 

(D)  Section  202(e)(2)(A)  of  such  Act  is  amended  by  striking  out 
"(8)"  and  inserting  in  lieu  thereof  ''(7)". 

(E)  The  paragraph  of  section  202(e)  of  such  Act  redesignated  as 
paragraph  (5)  by  subparagraph  (A)  of  this  paragraph  is  amended  by 
striking  out  "(5)"  and  inserting  in  lieu  thereof  "(4)". 
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(F)  The  paragraph  of  such  section  202(e)  redesignated  as  para-  42USC  402. 
graph  (7)  by  subparagraph  (A)  of  this  paragraph  is  amended  by 
striking  out  "(4)"  and  inserting  in  lieu  thereof  "(3)". 

(G)  Section  202(k)  of  such  Act  is  amended  by  striking  out  "(eX4)" 
each  place  it  appears  in  paragraphs  (2XB)  and  (3XB)  and  inserting  in 
lieu  thereof  "(eX3)". 

(H)  Section  226(eXlXA)  of  such  Act  is  amended  by  striking  out  42  use  426. 
"202(eX5)"  and  inserting  in  lieu  thereof  "202(eX4)". 

(bXD  Section  202(f)(4)  of  such  Act  is  repealed. 

(2)  Section  202(fX5)  of  such  Act  is  amended  to  read  as  follows: 
"(5)  For  purposes  of  paragraph  (1),  if— 

"(A)  a  widower  marries  after  attaining  age  60  (or  after  attain- 
ing age  50  if  he  was  entitled  before  such  marriage  occurred  to 
benefits  based  on  disability  under  this  subsection),  or 

**(B)  a  disabled  widower  described  in  paragraph  (IXBXii)  mar- 
ries after  attaining  age  50, 
such  marriage  shall  be  deemed  not  to  have  occurred.". 

(3)  (A)  Section  202(f)  of  such  Act  is  further  amended  by  redes- 
ignating paragraph  (5)  (as  amended  by  paragraph  (2)  of  this  subsec- 
tion), and  paragraphs  (6)  through  (8),  as  paragraphs  (4)  through  (7), 
respectively. 

(B)  Section  202(f)( IXBXii)  of  such  Act  is  amended  by  striking  out 
''(6)"  and  inserting  in  lieu  thereof  "(5)". 

(C)  Section  202(f)(lXF)  of  such  Act  is  amended  by  striking  out  "(7)" 
in  clause  (i)  and  "(6)"  in  clause  (ii)  and  inserting  in  lieu  thereof  "(6)" 
and  "(5)",  respectively. 

(D)  Section  202(f)(2XA)  of  such  Act  is  amended  by  striking  out  *'(5)" 
and  inserting  in  lieu  thereof  "(4)". 

(E)  The  paragraph  of  section  202(f)  of  such  Act  redesignated  as 
paragraph  (6)  by  subparagraph  (A)  of  this  paragraph  is  amended  by 
striking  out  "(6)"  and  inserting  in  lieu  thereof  "(5)". 

(F)  Section  202(k)  of  such  Act  is  amended  by  striking  out  "(0(5)" 
each  place  it  appears  in  paragraphs  (2XB)  and  (3XB)  and  inserting  in 
lieu  thereof  "(f)(4)". 

(G)  Section  226(eXlXA)  of  such  Act  is  amended  by  striking  out 
"202(f)(6)"  and  inserting  in  lieu  thereof  "202(f)(5)". 

(c)(1)  Section  202(s)(2)  of  such  Act  is  amended  by  striking  out 
"Subsection  (f)(4),  and  so  much  of  subsections  (b)(3),  (dX5),  (eX3), 
(g)(3),  and  (hX4)"  and  inserting  in  lieu  thereof  "So  much  of  subsec- 
tions (bX3),  (dX5),  (gX3),  and  (hX4)". 

(2)  Section  202(sX3)  of  such  Act  is  amended  by  striking  out  "(eX3),". 

(dXD  The  amendments  made  by  this  section  shall  be  effective  with   Effective  date, 
respect  to  monthly  benefits  payable  under  title  II  of  the  Social      use  402  note. 
Security  Act  for  months  after  December  1983.  42  use  40i. 

(2)  In  the  case  of  an  individual  who  was  not  entitled  to  a  monthly 
benefit  of  the  type  involved  under  title  II  of  such  Act  for  December 
1983,  no  benefit  shall  be  paid  under  such  title  by  reason  of  such 
amendments  unless  proper  application  for  such  benefit  is  made. 

ENTITLEMENT  TO  DIVORCED  SPOUSE'S  BENEFITS  WITHOUT  REGARD  TO 
ENTITLEMENT  OF  INSURED  INDIVIDUAL  TO  BENEFITS;  EXEMPTION  OF 
DIVORCED  spouse's  BENEFITS  FROM  DEDUCTION  ON  ACCOUNT  OF 
WORK 

Sec.  132.  (a)  Section  202(b)  of  the  Social  Security  Act  is  amended   42  use  402. 
by  adding  at  the  end  thereof  the  following  new  paragraph: 
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"(5)(A)  Notwithstanding  the  preceding  provisions  of  this  subsec- 
tion, except  as  provided  in  subparagraph  (B),  the  divorced  wife  of  an 
individual  who  is  not  entitled  to  old-age  or  disability  insurance 
benefits,  but  who  has  attained  age  62  and  is  a  fully  insured  indi- 
42  use  414.        vidual  (as  defined  in  section  214),  if  such  divorced  wife— 

*'(i)  meets  the  requirements  of  subparagraphs  (A)  through  (D) 
of  paragraph  (1),  and 

(ii)  has  been  divorced  from  such  insured  individual  for  not 
less  than  2  years, 
shall  be  entitled  to  a  wife's  insurance  benefit  under  this  subsection 
for  each  month,  in  such  amount,  and  beginning  and  ending  with 
such  months,  as  determined  (under  regulations  of  the  Secretary)  in 
the  manner  otherwise  provided  for  wife's  insurance  benefits  under 
this  subsection,  as  if  such  insured  individual  had  become  entitled  to 
old-age  insurance  benefits  on  the  date  on  which  the  divorced  wife 
first  meets  the  criteria  for  entitlement  set  forth  in  clauses  (i)  and  (ii). 

"(B)  A  wife's  insurance  benefit  provided  under  this  paragraph 
which  has  not  otherwise  terminated  in  accordance  with  subpara- 
graph (E),  (F),  (H),  or  (J)  of  paragraph  (1)  shall  terminate  with  the 
month  preceding  the  first  month  in  which  the  insured  individual  is 
no  longer  a  fully  insured  individual.". 
42  use  403.  (b)(1)(A)  Section  203(b)  of  such  Act  is  amended— 

(i)  by  inserting  "(1)"  after  "(b)"; 

(ii)  by  striking  out  "(1)  such  individual's  benefit"  and  "(2)  if 
such  individual"  and  inserting  in  lieu  thereof  "(A)  such  individ- 
ual's benefit"  and  "(B)  if  such  individual",  respectively; 

(iii)  by  striking  out  "clauses  (1)  and  (2)"  and  inserting  in  lieu 
thereof  "clauses  (A)  and  (B)"; 

(iv)  by  striking  out  "(A)  an  individual"  and  "(B)  if  a  deduc- 
tion" and  inserting  in  lieu  thereof  "(i)  an  individual"  and  "(ii)  if 
a  deduction",  respectively;  and 

(v)  by  adding  at  the  end  thereof  the  following  new  paragraph: 
"(2)  When  any  of  the  other  persons  referred  to  in  paragraph  (1)(B) 

is  entitled  to  monthly  benefits  as  a  divorced  spouse  under  section 
202  (b)  or  (c)  for  any  month  and  such  person  has  been  so  divorced  for 
not  less  than  2  years,  the  benefit  to  which  he  or  she  is  entitled  on 
the  basis  of  the  wages  and  self-employment  income  of  the  individual 
referred  to  in  paragraph  (1)  for  such  month  shall  be  determined 
without  regard  to  deductions  under  this  subsection  as  a  result  of 
excess  earnings  of  such  individual,  and  the  benefits  of  all  other 
individuals  who  are  entitled  for  such  month  to  monthly  benefits 
under  section  202  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual  referred  to  in  paragraph  (1)  shall  be 
determined  as  if  no  such  divorced  spouse  were  entitled  to  benefits 
for  such  month.". 
(B)(i)  Section  203(f)(1)  of  such  Act  is  amended— 

(I)  in  the  first  sentence,  by  inserting  "(excluding  divorced 
spouses  referred  to  in  subsection  (b)(2))"  after  "all  other  per- 
sons" the  first  place  it  appears,  and  by  striking  out  "all  other 
persons"  the  second  place  it  appears  and  inserting  in  lieu 
thereof  "all  such  other  persons";  and 

(II)  in  the  second  sentence,  by  inserting  "(excluding  divorced 
spouses  referred  to  in  subsection  (b)(2))"  after  "other  persons". 

(ii)  Section  203(f)(7)  of  such  Act  is  amended  by  inserting  "(exclud- 
ing divorced  spouses  referred  to  in  subsection  (b)(2))"  after  "all 
persons". 

(2)  Section  203(d)(1)  of  such  Act  is  amended— 


PUBLIC  LAW  98-21— APR.  20,  1983 


97  STAT.  95 


(A)  by  inserting  ''(A)"  after  "(dXD";  and 

(B)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graph: 

"(B)  When  any  divorced  spouse  is  entitled  to  monthly  benefits 
under  section  202  03)  or  (c)  for  any  month  and  such  divorced  spouse  42  use  402. 
has  been  so  divorced  for  not  less  than  2  years,  the  benefit  to  which 
he  or  she  is  entitled  for  such  month  on  the  basis  of  the  wages  and 
self-employment  income  of  the  individual  entitled  to  old-age  insur- 
ance benefits  referred  to  in  subparagraph  (A)  shall  be  determined 
without  regard  to  deductions  under  this  paragraph  as  a  result  of 
excess  earnings  of  such  individual,  and  the  benefits  of  all  other 
individuals  who  are  entitled  for  such  month  to  monthly  benefits 
under  section  202  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual  referred  to  in  subparagraph  (A)  shall  be 
determined  as  if  no  such  divorced  spouse  were  entitled  to  benefits 
for  such  month.". 

(c)(1)  The  amendments  made  by  subsection  (a)  shall  apply  with 
respect  to  monthly  insurance  benefits  for  months  after  December 
1984,  but  only  on  the  basis  of  applications  filed  on  or  after  January 
1, 1985. 

(2)  The  amendments  made  by  subsection  (b)  shall  apply  with 
respect  to  monthly  insurance  benefits  for  months  after  December 
1984. 


Effective  date. 
42  use  402  note. 


Effective  date. 
42  use  403  note. 


INDEXING  OF  DEFERRED  SURVIVING  SPOUSE  S  BENEFITS  TO  RECENT 

WAGE  LEVELS 

Sec.  133.  (a)(1)  Section  202(e)(2)  of  the  Social  Security  Act  is  42  use  402. 
amended — 

(A)  by  redesignating  subparagraph  (B)  as  subparagraph  (D); 
and 

(B)  by  striking  out  ''(2)(A)  Except"  and  all  that  follows  down 
through  "If  such  deceased  individual"  and  inserting  in  lieu 
thereof  the  following: 

"(2)(A)  Except  as  provided  in  subsection  (q),  paragraph  (8)  of  this 
subsection,  and  subparagraph  (D)  of  this  paragraph,  such  widow's 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary 
insurance  amount  (as  determined  for  purposes  of  this  subsection 
after  application  of  subparagraphs  (B)  and  (O)  of  such  deceased 
individual. 

"(B)(i)  For  purposes  of  this  subsection,  in  any  case  in  which  such 
deceased  individual  dies  before  attaining  age  62  and  section  215(a)(1)  42  use  415. 
(as  in  effect  after  December  1978)  is  applicable  in  determining  such 
individual's  primary  insurance  amount — 

"(I)  such  primary  insurance  amount  shall  be  determined 
under  the  formula  set  forth  in  section  215(a)(1)(B)  (i)  and  (ii) 
which  is  applicable  to  individuals  who  initially  become  eligible 
for  old-age  insurance  benefits  in  the  second  year  after  the  year 
specified  in  clause  (ii), 

"(II)  the  year  specified  in  clause  (ii)  shall  be  substituted  for 
the  second  calendar  year  specified  in  section  215(b)(3)(A)(ii)(I), 
and 

''(III)  such  primary  insurance  amount  shall  be  increased 
under  section  215(i)  as  if  it  were  the  primary  insurance  amount 
referred  to  in  section  215(i)(2)(A)(ii)(II),  except  that  it  shall  be 
increased  only  for  years  beginning  after  the  first  year  after  the 
year  specified  in  clause  (ii). 
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"(ii)  The  year  specified  in  this  clause  is  the  earHer  of— 

"(I)  the  year  in  which  the  deceased  individual  attained  age  60, 
or  would  have  attained  age  60  had  he  lived  to  that  age,  or 
the  second  year  preceding  the  year  in  which  the  widow  or 
surviving  divorced  wife  first  meets  the  requirements  of  para- 
graph (1)(B)  or  the  second  year  preceding  the  year  in  which  the 
deceased  individual  died,  whichever  is  later. 
*'(iii)  This  subparagraph  shall  apply  with  respect  to  any  benefit 
under  this  subsection  only  to  the  extent  its  application  does  not 
result  in  a  primary  insurance  amount  for  purposes  of  this  subsection 
which  is  less  than  the  primary  insurance  amount  otherwise  deter- 
42  use  415.        mined  for  such  deceased  individual  under  section  215. 
"(C)  If  such  deceased  individual.". 

(2)  Section  202(e)  of  such  Act  (as  amended  by  paragraph  (1)  of  this 
subsection)  is  further  amended — 

(A)  in  paragraph  (1)(D)  and  in  the  matter  in  paragraph  (1) 
following  subparagraph  (F)(ii),  by  inserting  "(as  determined 
after  application  of  subparagraphs  (B)  and  (C)  of  paragraph  (2))" 
after  "primary  insurance  amount";  and 

(B)  in  paragraph  (2)(D)(ii),  by  inserting  "(as  determined  with- 
out regard  to  subparagraph  (€))"  after  "primary  insurance 
amount". 

42  use  402.  (b)(1)  Section  202(f)(3)  of  such  Act  is  amended— 

(A)  by  redesignating  subparagraph  (B)  as  subparagraph  (D); 
and 

(B)  by  striking  out  "(3)(A)  Except"  and  all  that  follows  down 
through  "If  such  deceased  individual"  and  inserting  in  lieu 
thereof  the  following: 

"(3)(A)  Except  as  provided  in  subsection  (q),  paragraph  (2)  of  this 
subsection,  and  subparagraph  (D)  of  this  paragraph,  such  widower's 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary 
insurance  amount  (as  determined  for  purposes  of  this  subsection 
after  application  of  subparagraphs  (B)  and  (O)  of  such  deceased 
individual. 

"(B)(i)  For  purposes  of  this  subsection,  in  any  case  in  which  such 
deceased  individual  dies  before  attaining  age  62  and  section  215(a)(1) 
(as  in  effect  after  December  1978)  is  applicable  in  determining  such 
individual's  primary  insurance  amount— 

"(I)  such  primary  insurance  amount  shall  be  determined 
under  the  formula  set  forth  in  section  215(a)(1)(B)  (i)  and  (ii) 
which  is  applicable  to  individuals  who  initially  become  eligible 
for  old-age  insurance  benefits  in  the  second  year  after  the  year 
specified  in  clause  (ii), 

"(II)  the  year  specified  in  clause  (ii)  shall  be  substituted  for 
the  second  calendar  year  specified  in  section  215(b)(3)(AXii)(I), 
and 

"(III)  such  primary  insurance  amount  shall  be  increased 
under  section  215(i)  as  if  it  were  the  primary  insurance  amount 
referred  to  in  section  215(i)(2)(A)(ii)(II),  except  that  it  shall  be 
increased  only  for  years  beginning  after  the  first  year  after  the 
year  specified  in  clause  (ii). 
"(ii)  The  year  specified  in  this  clause  is  the  earlier  of— 

"(I)  the  year  in  which  the  deceased  individual  attained  age  60, 
or  would  have  attained  age  60  had  she  lived  to  that  age,  or 

"(II)  the  second  year  preceding  the  year  in  which  the  widower 
first  meets  the  requirements  of  paragraph  (IXB)  or  the  second 
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year  preceding  the  year  in  which  the  deceased  individual  died, 
whichever  is  later, 
"(iii)  This  subparagraph  shall  apply  with  respect  to  any  benefit 
under  this  subsection  only  to  the  extent  its  application  does  not 
result  in  a  primary  insurance  amount  for  purposes  of  this  subsection 
which  is  less  than  the  primary  insurance  amount  otherwise  deter- 
mined for  such  deceased  individual  under  section  215. 
"(C)  If  such  deceased  individual.". 

(2)  Section  202(f)  of  such  Act  (as  amended  by  paragraph  (1)  of  this 
subsection)  is  further  amended — 

(A)  in  paragraph  (1)(D)  and  in  the  matter  in  paragraph  (1) 
following  subparagraph  (F)(ii),  by  inserting  "(as  determined 
after  application  of  subparagraphs  (B)  and  (C)  of  paragraph  (3))" 
after  "primary  insurance  amount";  and 

(B)  in  paragraph  (3)(D)(ii),  by  inserting  "(as  determined  with- 
out regard  to  subparagraph  (C))"  after  "primary  insurance 
amount". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  monthly  insurance  benefits  for  months  after  December  1984  for 
individuals  who  first  meet  all  criteria  for  entitlement  to  benefits 
under  section  202  (e)  or  (f)  of  the  Social  Security  Act  (other  than 
making  application  for  such  benefits)  after  December  1984. 


42  use  415. 


42  use  402. 


Effective  date. 
42  use  402  note. 


LIMITATION  ON  BENEFIT  REDUCTION  FOR  EARLY  RETIREMENT  IN  CASE 
OF  DISABLED  WIDOWS  AND  WIDOWERS 

Sec.  134.  (a)(1)  Section  202(q)(l)  of  the  Social  Security  Act  is  42  use  402. 
amended  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(B)(ii)  and  all  that  follows  and  inserting  in  lieu  thereof  a  period. 

(2)  (A)  Section  202(q)(6)  of  such  Act  is  amended  to  read  as  follows: 
"(6)  For  purposes  of  this  subsection,  the  'reduction  period'  for  an 

individual's  old-age,  wife's,  husband's,  widow's,  or  widower's  insur- 
ance benefit  is  the  period— 
"(A)  beginning — 

"(i)  in  the  case  of  an  old-age  or  husband's  insurance 
benefit,  with  the  first  day  of  the  first  month  for  which  such 
individual  is  entitled  to  such  benefit, 

"(ii)  in  the  case  of  a  wife's  insurance  benefit,  with  the 
first  day  of  the  first  month  for  which  a  certificate  described 
in  paragraph  (5)(A)(i)  is  effective,  or 

'  (iii)  in  the  case  of  a  widow's  or  widower's  insurance 
benefit,  with  the  first  day  of  the  first  month  for  which  such 
individual  is  entitled  to  such  benefit  or  the  first  day  of  the 
month  in  which  such  individual  attains  age  60,  whichever  is 
the  later,  and 

"(B)  ending  with  the  last  day  of  the  month  before  the  month 
in  which  such  individual  attains  retirement  age.". 

(B)  Section  202(q)(3)(G)  of  such  Act  is  amended  by  striking  out 
"paragraph  (6)(A)  (or,  if  such  paragraph  does  not  apply,  the  period 
specified  in  paragraph  (6)(B))"  and  inserting  in  lieu  thereof  "para- 
graph (6)". 

(C)  Section  202(q)  of  such  Act  is  further  amended,  in  paragraphs 
(l)(B)(i),  (3)(E)(ii),  and  (3)(F)(ii)(I),  by  striking  out  "paragraph  (6)(A)" 
and  inserting  in  lieu  thereof  "paragraph  (6)". 

(3)  Section  202(q)(7)  of  such  Act  is  amended  by  striking  out  the 
matter  preceding  subparagraph  (A)  and  inserting  in  lieu  thereof  the 
following: 
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"(7)  For  purposes  of  this  subsection,  the  'adjusted  reduction 
period'  for  an  individual's  old-age,  wife's,  husband's,  widow's,  or 
widower's  insurance  benefit  is  the  reduction  period  prescribed  in 
paragraph  (6)  for  such  benefit,  excluding — ". 

(4)  Section  202(q)(10)  of  such  Act  is  amended— 

(A)  in  that  part  of  the  second  sentence  preceding  clause  (A), 
by  striking  out  **or  an  additional  adjusted  reduction  period"; 

(B)  in  clauses  (B)(i)  and  (CXi),  by  striking  out  **,  plus  the 
number  of  months  in  the  adjusted  additional  reduction  period 
multiplied  by  '*%4o  of  1  percent"; 

(C)  in  clause  (B)(ii),  by  striking  out  "plus  the  number  of 
months  in  the  additional  reduction  period  multiplied  by  '*%4o  of 
1  percent,";  and 

(D)  in  clause  (CXii),  by  striking  out  "plus  the  number  of 
months  in  the  adjusted  additional  reduction  period  multiplied 
by  "^¥24  0  of  1  percent". 

(b)  Section  202(m)(2)(B)  of  such  Act  (as  applicable  after  the  enact- 
ment of  section  2  of  Public  Law  97-123)  is  amended  by  striking  out 
"subsection  (q)(6XAXii)"  and  inserting  in  lieu  thereof  "subsection 
(qX6XB)". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  benefits  for  months  after  December  1983. 

Part  E— Mechanisms  To  Assure  Continued  Benefit  Payments  in 
Unexpectedly  Adverse  Conditions 

normalized  crediting  of  social  security  taxes  to  trust  funds 

Sec.  141.  (aXD  The  last  sentence  of  section  201(a)  of  the  Social 
Security  Act  is  amended — 

(A)  by  striking  out  "from  time  to  time"  each  place  it  appears 
and  inserting  in  lieu  thereof  "monthly  on  the  first  day  of  each 
calendar  month";  and 

(B)  by  striking  out  "paid  to  or  deposited  into  the  Treasury" 
and  inserting  in  lieu  thereof  "to  be  paid  to  or  deposited  into  the 
Treasury  during  such  month". 

(2)  Section  201(a)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  sentence:  "All  amounts  transferred  to 
either  Trust  Fund  under  the  preceding  sentence  shall  be  invested  by 
the  Managing  Trustee  in  the  same  manner  and  to  the  same  extent 
as  the  other  assets  of  such  Trust  Fund;  and  such  Trust  Fund  shall 
pay  interest  to  the  general  fund  on  the  amount  so  transferred  on  the 
first  day  of  any  month  at  a  rate  (calculated  on  a  daily  basis,  and 
applied  against  the  difference  between  the  amount  so  transferred  on 
such  first  day  and  the  amount  which  would  have  been  transferred  to 
the  Trust  Fund  up  to  that  day  under  the  procedures  in  effect  on 
January  1,  1983)  equal  to  the  rate  earned  by  the  investments  of  such 
Fund  in  the  same  month  under  subsection  (d).". 

(bXD  The  last  sentence  of  section  1817(a)  of  such  Act  is  amended— 

(A)  by  striking  out  "from  time  to  time"  and  inserting  in  lieu 
thereof  "monthly  on  the  first  day  of  each  calendar  month";  and 

(B)  by  striking  out  "paid  to  or  deposited  into  the  Treasury" 
and  inserting  in  lieu  thereof  "to  be  paid  to  or  deposited  into  the 
Treasury  during  such  month". 

(2)  Section  1817(a)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  sentence:  "All  amounts  transferred  to 
the  Trust  Fund  under  the  preceding  sentence  shall  be  invested  by 
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the  Managing  Trustee  in  the  same  manner  and  to  the  same  extent 
as  the  other  assets  of  the  Trust  Fund;  and  the  Trust  Fund  shall  pay 
interest  to  the  general  fund  on  the  amount  so  transferred  on  the 
first  day  of  any  month  at  a  rate  (calculated  on  a  daily  basis,  and 
applied  against  the  difference  between  the  amount  so  transferred  on 
such  first  day  and  the  amount  which  would  have  been  transferred  to 
the  Trust  Fund  up  to  that  day  under  the  procedures  in  effect  on 
January  1,  1983)  equal  to  the  rate  earned  by  the  investments  of  the 
Trust  Fund  in  the  same  month  under  subsection  (c).". 

(c)  The  amendments  made  by  this  section  shall  become  effective 
on  the  first  day  of  the  month  following  the  month  in  which  this  Act 
is  enacted. 

INTERFUND  BORROWING  EXTENSION 

Sec.  142.  (a)(1)  Section  201(1)(1)  of  the  Social  Security  Act  is 
amended — 

(A)  by  striking  out  ''January  1983"  and  inserting  in  lieu 
thereof  ''January  1988";  and 

(B)  by  inserting  after  "or"  the  second  place  it  appears  ", 
subject  to  paragraph  (5),". 

(2)  (A)  Section  201(1)(2)  of  such  Act  is  amended— 

(i)  by  striking  out  "from  time  to  time"  and  inserting  in  lieu 
thereof  "on  the  last  day  of  each  month  after  such  loan  is  made"; 

(ii)  by  striking  out  "interest"  and  inserting  in  lieu  thereof 
"the  total  interest  accrued  to  such  day";  and 

(iii)  by  inserting  before  the  period  at  the  end  thereof  the 
following:  "(even  if  such  an  investment  would  earn  interest  at  a 
rate  different  than  the  rate  earned  by  investments  redeemed  by 
the  lending  fund  in  order  to  make  the  loan)". 

(B)  The  amendment  made  by  this  paragraph  shall  apply  with 
respect  to  months  beginning  more  than  thirty  days  after  the  date  of 
enactment  of  this  Act. 

(3)  Section  201(1)(3)  of  such  Act  is  amended — 

(A)  by  inserting  "(A)"  after  the  paragraph  designation;  and 

(B)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graphs: 

"(B)(i)  If  on  the  last  day  of  any  year  after  a  loan  has  been  made 
under  paragraph  (1)  by  the  Federal  Hospital  Insurance  Trust  Fund 
to  the  Federal  Old-Age  and  Survivors  Trust  Fund  or  the  Federal 
Disability  Insurance  Trust  Fund,  the  Managing  Trustee  determines 
that  the  OASDI  trust  fund  ratio  exceeds  15  percent,  he  shall  trans- 
fer from  the  borrowing  Trust  Fund  to  the  Federal  Hospital  Insur- 
ance Trust  Fund  an  amount  that — 

"(I)  together  with  any  amounts  transferred  from  another 
borrowing  Trust  Fund  under  this  paragraph  for  such  year,  will 
reduce  the  OASDI  trust  fund  ratio  to  15  percent;  and 
"(II)  does  not  exceed  the  outstanding  balance  of  such  loan, 
"(ii)  Amounts  required  to  be  transferred  under  clause  (i)  shall  be 
transferred  on  the  last  day  of  the  first  month  of  the  year  succeeding 
the  year  in  which  the  determination  described  in  clause  (i)  is  made. 

"(iii)  For  purposes  of  this  subparagraph,  the  term  'OASDI  trust 
fund  ratio'  means,  with  respect  to  any  calendar  year,  the  ratio  of — 
"(I)  the  combined  balance  in  the  Federal  Old- Age  and  Survi- 
vors Insurance  Trust  Fund  and  the  Federal  Disability  Insurance 
Trust  Fund,  as  of  the  last  day  of  such  calendar  year,  to 

"(II)  the  amount  estimated  by  the  Secretary  to  be  the  total 
amount  to  be  paid  from  the  Federal  Old-Age  and  Survivors 
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Insurance  Trust  Fund  and  the  Federal  Disability  Insurance 
Trust  Fund  during  the  calendar  year  following  such  calendar 
year  for  all  purposes  authorized  by  section  201  (other  than 
payments  of  interest  on,  and  repayments  of,  loans  from  the 
Federal  Hospital  Insurance  Trust  Fund  under  paragraph  (1), 
but  excluding  any  transfer  payments  between  such  trust  funds 
and  reducing  the  amount  of  any  transfer  to  the  Railroad  Retire- 
ment Account  by  the  amount  of  any  transfers  into  either  such 
trust  fund  from  that  Account). 
Repayment  date.      "(C)(i)  The  full  amount  of  all  loans  made  under  paragraph  (1) 
(whether  made  before  or  after  January  1,  1983)  shall  be  repaid  at 
the  earliest  feasible  date  and  in  any  event  no  later  than  Decem- 
ber 31,  1989. 

''(ii)  For  the  period  after  December  31,  1987,  and  before  January  1, 
1990,  the  Managing  Trustee  shall  transfer  each  month  to  the  Fed- 
eral Hospital  Insurance  Trust  Fund  from  any  Trust  Fund  with  any 
amount  outstanding  on  a  loan  made  from  the  Federal  Hospital 
Insurance  Trust  Fund  under  paragraph  (1)  an  amount  not  less  than 
an  amount  equal  to  (I)  the  amount  owed  to  the  Federal  Hospital 
Insurance  Trust  Fund  by  such  Trust  Fund  at  the  beginning  of  such 
month  (plus  the  interest  accrued  on  the  outstanding  balance  of  such 
loan  during  such  month),  divided  by  (II)  the  number  of  months 
elapsing  after  the  preceding  month  and  before  January  1990.  The 
Managing  Trustee  may,  during  this  period,  transfer  larger  amounts 
than  prescribed  by  the  preceding  sentence.". 
42  use  401.  (4)  Section  201(1)  of  such  Act  is  further  amended  by  adding  at  the 

end  thereof  the  following  new  paragraph: 

"(5)(A)  No  amounts  may  be  borrowed  from  the  Federal  Hospital 
Insurance  Trust  Fund  under  paragraph  (1)  during  any  month  if  the 
Hospital  Insurance  Trust  Fund  ratio  for  such  month  is  less  than  10 
percent. 

"(B)  For  purposes  of  this  paragraph,  the  term  'Hospital  Insurance 
Trust  Fund  ratio'  means,  with  respect  to  any  month,  the  ratio  of— 
"(i)  the  balance  in  the  Federal  Hospital  Insurance  Trust 
Fund,  reduced  by  the  outstanding  amount  of  any  loan  (including 
interest  thereon)  theretofore  made  to  such  Trust  Fund  under 
this  subsection,  as  of  the  last  day  of  the  second  month  preceding 
such  month,  to 

''(ii)  the  amount  obtained  by  multiplying  by  twelve  the  total 
amount  which  (as  estimated  by  the  Secretary)  will  be  paid  from 
the  Federal  Hospital  Insurance  Trust  Fund  during  the  month 
for  which  such  ratio  is  to  be  determined  (other  than  payments 
of  interest  on,  or  repayments  of  loans  from  another  Trust  Fund 
under  this  subsection),  and  reducing  the  amount  of  any  trans- 
fers to  the  Railroad  Retirement  Account  by  the  amount  of  any 
transfer  into  the  Hospital  Insurance  Trust  Fund  from  that 
Account.". 

42  use  i395i.         (b)(1)  Section  1817(jXl)  of  such  Act  is  amended— 

(A)  by  striking  out  "January  1983"  and  inserting  in  lieu 
thereof  "January  1988";  and 

(B)  by  inserting      subject  to  paragraph  (5),"  after  "may". 
(2XA)  Section  1817(jX2)  of  such  Act  is  amended— 

(i)  by  striking  out  "from  time  to  time"  and  inserting  in  lieu 
thereof  "on  the  last  day  of  each  month  after  such  loan  is  made"; 

(ii)  by  striking  out  "interest"  and  inserting  in  lieu  thereof 
"the  total  interest  accrued  to  such  day";  and 
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Effective  date. 
42  use  1395i 
note. 

42  use  1395i. 
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(iii)  by  inserting  before  the  period  at  the  end  thereof  the 
following:  ''(even  if  such  an  investment  would  earn  interest  at  a 
rate  different  than  the  rate  earned  by  investments  redeemed  by 
the  lending  fund  in  order  to  make  the  loan)". 
(B)  The  amendment  made  by  this  paragraph  shall  apply  with 
respect  to  months  beginning  more  than  30  days  after  the  date  of 
enactment  of  this  Act. 

(3)  Section  18170*)(3)  of  such  Act  is  amended— 

(A)  by  inserting  "(A)"  after  the  paragraph  designation;  and 

(B)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graphs: 

"(B)(i)  If  on  the  last  day  of  any  year  after  a  loan  has  been  made 
under  paragraph  (1)  by  the  Federal  Old-Age  and  Survivors  Insur- 
ance Trust  Fund  or  the  Federal  Disability  Insurance  Trust  Fund  to 
the  Federal  Hospital  Insurance  Trust  Fund,  the  Managing  Trustee 
determines  that  the  Hospital  Insurance  Trust  Fund  ratio  exceeds  15 
percent,  he  shall  transfer  from  such  Trust  Fund  to  the  lending  trust 
fund  an  amount  that — 

"(I)  together  with  any  amounts  transferred  to  another  lending 
trust  fund  under  this  paragraph  for  such  year,  will  reduce  the 
Hospital  Insurance  Trust  Fund  ratio  to  15  percent;  and 
"(II)  does  not  exceed  the  outstanding  balance  of  such  loan, 
"(ii)  Amounts  required  to  be  transferred  under  clause  (i)  shall  be 
transferred  on  the  last  day  of  the  first  month  of  the  year  succeeding 
the  year  in  which  the  determination  described  in  clause  (i)  is  made. 

"(iii)  For  purposes  of  this  subparagraph,  the  term  'Hospital  Insur- 
ance Trust  Fund  ratio'  means,  with  respect  to  any  calendar  year, 
the  ratio  of — 

"(I)  the  balance  in  the  Federal  Hospital  Insurance  Trust 
Fund,  as  of  the  last  day  of  such  calendar  year;  to 

"(II)  the  amount  estimated  by  the  Secretary  to  be  the  total 
amount  to  be  paid  from  the  Federal  Hospital  Insurance  Trust 
Fund  during  the  calendar  year  following  such  calendar  year 
(other  than  payments  of  interest  on,  and  repayments  of,  loans 
from  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund 
and  the  Federal  Disability  Insurance  Trust  Fund  under  para- 
graph (D),  and  reducing  the  amount  of  any  transfer  to  the 
Railroad  Retirement  Account  by  the  amount  of  any  transfers 
into  such  Trust  Fund  from  the  Railroad  Retirement  Account. 
"(C)(i)  The  full  amount  of  all  loans  made  under  paragraph  (1)  Repayment  date 
(whether  made  before  or  after  January  1,  1983)  shall  be  repaid  at 
the  earliest  feasible  date  and  in  any  event  no  later  than  Decem- 
ber 31,  1989.". 

"(ii)  For  the  period  after  December  31,  1987  and  before  January  1, 
1990,  the  Managing  Trustee  shall  transfer  each  month  from  the 
Federal  Hospital  Insurance  Trust  Fund  to  any  Trust  Fund  that  is 
owed  any  amount  by  the  Federal  Hospital  Insurance  Trust  Fund  on 
a  loan  made  under  paragraph  (1),  an  amount  not  less  than  an 
amount  equal  to  (I)  the  amount  owed  to  such  Trust  Fund  by  the 
Federal  Hospital  Insurance  Trust  Fund  at  the  beginning  of  such 
month  (plus  the  interest  accrued  on  the  outstanding  balance  of  such 
loan  during  such  month),  divided  by  (II)  the  number  of  months 
elapsing  after  the  preceding  month  and  before  January  1990.  The 
Managing  Trustee  may,  during  this  period,  transfer  larger  amounts 
than  prescribed  by  the  preceding  sentence.". 

(4)  Section  1817(j)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 
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"(5)(A)  No  amounts  may  be  loaned  by  the  Federal  Old- Age  and 
Survivors  Insurance  Trust  Fund  or  the  Federal  Disability  Insurance 
Trust  Fund  under  paragraph  (1)  during  any  month  if  the  OASDI 
trust  fund  ratio  for  such  month  is  less  than  10  percent. 

"(B)  For  purposes  of  this  paragraph,  the  term  'OASDI  trust  fund 
ratio'  means,  with  respect  to  any  month,  the  ratio  of— 

"(i)  the  combined  balance  in  the  Federal  Old- Age  and  Survi- 
vors Insurance  Trust  Fund  and  the  Federal  Disability  Insurance 
Trust  Fund,  reduced  by  the  outstanding  amount  of  any  loan 
(including  interest  thereon)  theretofore  made  to  either  such 
Trust  Fund  from  the  Federal  Hospital  Insurance  Trust  Fund 
under  section  201(1),  as  of  the  last  day  of  the  second  month 
preceding  such  month,  to 

"(ii)  the  amount  obtained  by  multiplying  by  twelve  the  total 
amount  which  (as  estimated  by  the  Secretary)  will  be  paid  from 
the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund  and 
the  Federal  Disability  Insurance  Trust  Fund  during  the  month 
for  which  such  ratio  is  to  be  determined  for  all  purposes  author- 
ized by  section  201  (other  than  payments  of  interest  on,  or 
repayments  of,  loans  from  the  Federal  Hospital  Insurance  Trust 
Fund  under  section  201(1)),  but  excluding  any  transfer  payments 
between  such  trust  funds  and  reducing  the  amount  of  any 
transfers  to  the  Railroad  Retirement  Account  by  the  amount  of 
any  transfers  into  either  such  trust  fund  from  that  Account.''. 

RECOMMENDATIONS  BY  BOARD  OF  TRUSTEES  TO  REMEDY  INADEQUATE 
BALANCES  IN  THE  SOCIAL  SECURITY  TRUST  FUNDS 

Sec.  143.  Title  VII  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  section: 

"recommendations  by  board  of  trustees  to  remedy  INADEQUATE 
BALANCES  IN  THE  SOCIAL  SECURITY  TRUST  FUNDS 

"Sec.  709.  (a)  If  the  Board  of  Trustees  of  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  and  the  Federal  Disability  Insur- 
ance Trust  Fund,  the  Federal  Hospital  Insurance  Trust  Fund,  or  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund  determines 
at  any  time  that  the  balance  ratio  of  any  such  Trust  Fund  for  any 
calendar  year  may  become  less  than  20  percent,  the  Board  shall 
promptly  submit  to  each  House  of  the  Congress  a  report  setting 
forth  its  recommendations  for  statutory  adjustments  affecting  the 
receipts  and  disbursements  of  such  Trust  Fund  necessary  to  main- 
tain the  balance  ratio  of  such  Trust  Fund  at  not  less  than  20 
percent,  with  due  regard  to  the  economic  conditions  which  created 
such  inadequacy  in  the  balance  ratio  and  the  amount  of  time 
necessary  to  alleviate  such  inadequacy  in  a  prudent  manner.  The 
report  shall  set  forth  specifically  the  extent  to  which  benefits  would 
have  to  be  reduced,  taxes  under  section  1401,  3101,  or  3111  of  the 
Internal  Revenue  Code  of  1954  would  have  to  be  increased,  or  a 
combination  thereof,  in  order  to  obtain  the  objectives  referred  to  in 
the  preceding  sentence. 

"(b)  For  purposes  of  this  section,  the  term  'balance  ratio'  means, 
with  respect  to  any  calendar  year  in  connection  with  any  Trust 
Fund  referred  to  in  subsection  (a),  the  ratio  of— 

"(1)  the  balance  in  such  Trust  Fund,  reduced  by  the  outstand- 
ing amount  of  any  loan  (including  interest  thereon)  theretofore 
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made  to  such  Trust  Fund  under  section  201(1)  or  1817(j),  as  of      use  40i, 
the  beginning  of  such  year,  to  ^^^^^ 

'\2)  the  total  amount  which  (as  estimated  by  the  Secretary) 
will  be  paid  from  such  Trust  Fund  during  such  calendar  year  for 
all  purposes  authorized  by  section  201,  1817,  or  1841  (as  appli-  42  use  i395t. 
cable),  other  than  payments  of  interest  on,  or  repayments  of,  loans 
under  section  201(1)  or  1817(j),  but  excluding  any  transfer  pay- 
ments between  such  Trust  Fund  and  any  other  Trust  Fund 
referred  to  in  subsection  (a)  and  reducing  the  amount  of  any 
transfers  to  the  Railroad  Retirement  Account  by  the  am.ount  of 
any  transfers  into  such  Trust  Fund  from  that  Account.". 

Part  F—  Other  Financing  Amendments 

financing  of  noncontributory  military  wage  credits 

Sec.  151.  (a)  Section  217(g)  of  the  Social  Security  Act  is  amended  to   42  use  4i7. 
read  as  follows: 

"Appropriation  to  Trust  Funds 

"(g)(1)  Within  thirty  days  after  the  date  of  the  enactment  of  the 
Social  Security  Amendments  of  1983,  the  Secretary  shall  determine 
the  amount  equal  to  the  excess  of— 

"(A)  the  actuarial  present  value  as  of  such  date  of  enactment 
of  the  past  and  future  benefit  payments  from  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund,  the  Federal  Disability 
Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance 
Trust  Fund  under  this  title  and  title  XVIII,  together  with  42  use  1395. 
associated  administrative  costs,  resulting  from  the  operation  of 
this  section  (other  than  this  subsection)  and  section  210  of  this 
Act  as  in  effect  before  the  enactment  of  the  Social  Security  42  use  4io. 
Amendments  of  1950,  over  42  use  1305 

"(B)  any  amounts  previously  transferred  from  the  general  "^"^^ 
fund  of  the  Treasury  to  such  Trust  Funds  pursuant  to  the 
provisions  of  this  subsection  as  in  effect  immediately  before  the 
date  of  the  enactment  of  the  Social  Security  Amendments  of 
1983. 

Such  actuarial  present  value  shall  be  based  on  the  relevant  actuar- 
ial assumptions  set  forth  in  the  report  of  the  Board  of  Trustees  of 
each  such  Trust  Fund  for  1983  under  sections  201(c)  and  1817(b).  Post,  pp.  107, 135. 
Within  thirty  days  after  the  date  of  the  enactment  of  the  Social 
Security  Amendments  of  1983,  the  Secretary  of  the  Treasury  shall 
transfer  the  amount  determined  under  this  paragraph  with  respect 
to  each  such  Trust  Fund  to  such  Trust  Fund  from  amounts  in  the 
general  fund  of  the  Treasury  not  otherwise  appropriated. 

"(2)  The  Secretary  shall  revise  the  amount  determined  under 
paragraph  (1)  with  respect  to  each  such  Trust  Fund  in  1985  and  each 
fifth  year  thereafter,  as  determined  appropriate  by  the  Secretary 
from  data  which  becomes  available  to  him  after  the  date  of  the 
determination  under  paragraph  (1)  on  the  basis  of  the  amount  of 
benefits  and  administrative  expenses  actually  paid  from  such  Trust 
Fund  under  this  title  or  title  XVIII  and  the  relevant  actuarial 
assumptions  set  forth  in  the  report  of  the  Board  of  Trustees  of  such 
Trust  Fund  for  such  year  under  section  201(c)  or  1817(b).  Within  30 
days  after  any  such  revision,  the  Secretary  of  the  Treasury,  to  the 
extent  provided  in  advance  in  appropriation  Acts,  shall  transfer  to 
such  Trust  Fund,  from  amounts  in  the  general  fund  of  the  Treasury 
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not  otherwise  appropriated,  or  from  such  Trust  Fund  to  the  general 
fund  of  the  Treasury,  such  amounts  as  the  Secretary  of  the  Treasury 
determines  necessary  to  take  into  account  such  revision.". 
42  use  429.  (b)(1)  Section  229(b)  of  such  Act  is  amended  to  read  as  follows: 

"(b)  There  are  authorized  to  be  appropriated  to  each  of  the  Trust 
Funds,  consisting  of  the  Federal  Old- Age  and  Survivors  Insurance 
Trust  Fund,  the  Federal  Disability  Insurance  Trust  Fund,  and  the 
Federal  Hospital  Insurance  Trust  Fund,  for  transfer  on  July  1  of 
each  calendar  year  to  such  Trust  Fund  from  amounts  in  the  general 
fund  in  the  Treasury  not  otherwise  appropriated,  an  amount  equal 
to  the  total  of  the  additional  amounts  which  would  be  appropriated 
to  such  Trust  Fund  for  the  fiscal  year  ending  September  30  of  such 
use  401,        calendar  year  under  section  201  or  1817  of  this  Act  if  the  amounts  of 
the  additional  wages  deemed  to  have  been  paid  for  such  calendar 
year  by  reason  of  subsection  (a)  constituted  remuneration  for  em- 
ployment (as  defined  in  section  31210b)  of  the  Internal  Revenue  Code 
26  use  3121.       of  1954)  for  purposes  of  the  taxes  imposed  by  sections  3101  and  3111 
26  use  3101,       of  the  Internal  Revenue  Code  of  1954.  Amounts  authorized  to  be 
appropriated  under  this  subsection  for  transfer  on  July  1  of  each 
calendar  year  shall  be  determined  on  the  basis  of  estimates  of  the 
Secretary  of  the  wages  deemed  to  be  paid  for  such  calendar  year 
under  subsection  (a);  and  proper  adjustments  shall  be  made  in 
amounts  authorized  to  be  appropriated  for  subsequent  transfer  to 
the  extent  prior  estimates  were  in  excess  of  or  were  less  than  such 
wages  so  deemed  to  be  paid.". 
Effective  date.         (2)  The  amendment  made  by  paragraph  (1)  shall  be  effective  with 
42  use  429  note,    respect  to  wages  deemed  to  have  been  paid  for  calendar  years  after 
1983 

42  use  429  note.  (3)(A)  Within  thirty  days  after  the  date  of  the  enactment  of  this 
Act,  the  Secretary  of  Health  and  Human  Services  shall  determine 
the  additional  amounts  which  would  have  been  appropriated  to  the 
Federal  Old-Age  and  Survivors  Insurance  Trust  Fund,  the  Federal 
Disability  Insurance  Trust  Fund,  and  the  Federal  Hospital  Insur- 
ance Trust  Fund  under  sections  201  and  1817  of  the  Social  Security 
Act  if  the  additional  wages  deemed  to  have  been  paid  under  section 

42  use  429.  229(a)  of  the  Social  Security  Act  prior  to  1984  had  constituted 
remuneration  for  employment  (as  defined  in  section  31210b)  of  the 
Internal  Revenue  Code  of  1954)  for  purposes  of  the  taxes  imposed  by 
sections  3101  and  3111  of  the  Internal  Revenue  Code  of  1954,  and  the 
amount  of  interest  which  would  have  been  earned  on  such  amounts 
if  they  had  been  so  appropriated. 

(B)(i)  Within  thirty  days  after  the  date  of  the  enactment  of  this 
Act,  the  Secretary  of  the  Treasury  shall  transfer  to  each  such  Trust 
Fund,  from  amounts  in  the  general  fund  of  the  Treasury  not  other- 
wise appropriated,  an  amount  equal  to  the  amount  determined  with 
respect  to  such  Trust  Fund  under  subparagraph  (A),  less  any 
amount  appropriated  to  such  Trust  Fund  pursuant  to  the  provisions 

Supra.  of  section  229(b)  of  the  Social  Security  Act  prior  to  the  date  of  the 

determination  made  under  subparagraph  (A)  with  respect  to  wages 
deemed  to  have  been  paid  for  calendar  years  prior  to  1984. 

(ii)  The  Secretary  of  Health  and  Human  Services  shall  revise  the 
amount  determined  under  clause  (i)  with  respect  to  each  such  Trust 
Fund  within  one  year  after  the  date  of  the  transfer  made  to  such 
Trust  Fund  under  clause  (i),  as  determined  appropriate  by  such 
Secretary  from  data  which  becomes  available  to  him  after  the  date 
of  the  transfer  under  clause  (i).  Within  30  days  after  any  such 
revision,  the  Secretary  of  the  Treasury  shall  transfer  to  such  Trust 
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Fund,  from  amounts  in  the  general  fund  of  the  Treasury  not  other- 
wise appropriated,  or  from  such  Trust  Fund  to  the  general  fund  of 
the  Treasury,  such  amounts  as  the  Secretary  of  Health  and  Human 
Services  certifies  as  necessary  to  take  into  account  such  revision. 


ACCOUNTING  FOR  CERTAIN  UNNEGOTIATED  CHECKS  FOR  BENEFITS 
UNDER  THE  SOCIAL  SECURITY  PROGRAM 

Sec.  152.  (a)  Section  201  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  subsection: 

"(m)(l)  The  Secretary  of  the  Treasury  shall  implement  procedures 
to  permit  the  identification  of  each  check  issued  for  benefits  under 
this  title  that  has  not  been  presented  for  payment  by  the  close  of  the 
sixth  month  following  the  month  of  its  issuance. 

"(2)  The  Secretary  of  the  Treasury  shall,  on  a  monthly  basis, 
credit  each  of  the  Trust  Funds  for  the  amount  of  all  benefit  checks 
(including  interest  thereon)  drawn  on  such  Trust  Fund  more  than  6 
months  previously  but  not  presented  for  payment  and  not  pre- 
viously credited  to  such  Trust  Fund,  to  the  extent  provided  in 
advance  in  appropriation  Acts. 

*'(3)  If  a  benefit  check  is  presented  for  payment  to  the  Treasury 
and  the  amount  thereof  has  been  previously  credited  pursuant  to 
paragraph  (2)  to  one  of  the  Trust  Funds,  the  Secretary  of  the 
Treasury  shall  nevertheless  pay  such  check,  if  otherwise  proper, 
recharge  such  Trust  Fund,  and  notify  the  Secretary  of  Health  and 
Human  Services. 

"(4)  A  benefit  check  bearing  a  current  date  may  be  issued  to  an 
individual  who  did  not  negotiate  the  original  benefit  check  and  who 
surrenders  such  check  for  cancellation  if  the  Secretary  of  the  Treas- 
ury determines  it  is  necessary  to  effect  proper  payment  of  benefits.". 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  with 
respect  to  all  checks  for  benefits  under  title  II  of  the  Social  Security 
Act  which  are  issued  on  or  after  the  first  day  of  the  twenty-fourth 
month  following  the  month  in  which  this  Act  is  enacted. 

(c)  (1)  The  Secretary  of  the  Treasury  shall  transfer  from  the  general 
fund  of  the  Treasury  to  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  and  to  the  Federal  Disability  Insurance  Trust 
Fund,  in  the  month  following  the  month  in  which  this  Act  is  enacted 
and  in  each  of  the  succeeding  30  months,  such  sums  as  may  be 
necessary  to  reimburse  such  Trust  Funds  in  the  total  amount  of  all 
checks  (including  interest  thereof)  which  he  and  the  Secretary  of 
Health  and  Human  Services  jointly  determine  to  be  unnegotiated 
benefit  checks,  to  the  extent  provided  in  advance  in  appropriation 
Acts.  After  any  amounts  authorized  by  this  subsection  have  been 
transferred  to  a  Trust  Fund  with  respect  to  any  benefit  check,  the 
provisions  of  paragraphs  (3)  and  (4)  of  section  201(m)  of  the  Social 
Security  Act  (as  added  by  subsection  (a)  of  this  section)  shall  be 
applicable  to  such  check. 

(2)  As  used  in  paragraph  (1),  the  term  * 'unnegotiated  benefit 
checks"  means  checks  for  benefits  under  title  II  of  the  Social 
Security  Act  which  are  issued  prior  to  the  twenty-fourth  month 
following  the  month  in  which  this  Act  is  enacted,  which  remain 
unnegotiated  after  the  sixth  month  following  the  date  on  which  they 
were  issued,  and  with  respect  to  which  no  transfers  have  previously 
been  made  in  accordance  with  the  first  sentence  of  such  paragraph. 
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FLOAT  PERIODS 
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Sec.  153.  (a)  The  Secretary  of  Health  and  Human  Services  and  the 
Secretary  of  the  Treasury  shall  jointly  undertake,  as  soon  as  possi- 
ble after  the  date  of  the  enactment  of  this  Act,  a  thorough  study 
with  respect  to  the  period  of  time  (hereafter  in  this  section  referred 
to  as  the  "float  period")  between  the  issuance  of  checks  from  the 
general  fund  of  the  Treasury  in  payment  of  monthly  insurance 
benefits  under  title  II  of  the  Social  Security  Act  and  the  transfer  to 
the  general  fund  from  the  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund  or  the  Federal  Disability  Insurance  Trust  Fund,  as 
applicable,  of  the  amounts  necessary  to  compensate  the  general 
fund  for  the  issuance  of  such  checks.  Each  such  Secretary  shall 
consult  the  other  regularly  during  the  course  of  the  study  and  shall, 
as  appropriate,  provide  the  other  with  such  information  and  assist- 
ance as  he  may  require. 

(b)  The  study  shall  include — 

(1)  an  investigation  of  the  feasibility  and  desirability  of  main- 
taining the  float  periods  which  are  allowed  as  of  the  date  of  the 
enactment  of  this  section  in  the  procedures  governing  the  pay- 
ment of  monthly  insurance  benefits  under  title  II  of  the  Social 
Security  Act,  and  of  the  general  feasibility  and  desirability  of 
making  adjustments  in  such  procedures  with  respect  to  float 
periods;  and 

(2)  a  separate  investigation  of  the  feasibility  and  desirability 
of  providing,  as  a  specific  form  of  adjustment  in  such  procedures 
with  respect  to  float  periods,  for  the  transfer  each  day  to  the 
general  fund  of  the  Treasury  from  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  and  the  Federal  Disability 
Insurance  Trust  Fund,  as  appropriate,  of  amounts  equal  to  the 
amounts  of  the  checks  referred  to  in  subsection  (a)  which  are 
paid  by  the  Federal  Reserve  Banks  on  such  day. 

(c)  In  conducting  the  study  required  by  subsection  (a),  the  Secre- 
taries shall  consult,  sis  appropriate,  the  Director  of  the  Office  of 
Management  and  Budget,  and  the  Director  shall  provide  the  Secre- 
taries with  such  information  and  assistance  as  they  may  require. 
The  Secretaries  shall  also  solicit  the  views  of  other  appropriate 
officials  and  organizations. 

(d)  (1)  Not  later  than  six  months  after  the  date  of  the  enactment  of 
this  Act,  the  Secretaries  shall  submit  to  the  President  and  the 
Congress  a  report  of  the  findings  of  the  investigation  required  by 
subsection  (bXD,  and  the  Secretary  of  the  Treasury  shall  by  regula- 
tion make  such  adjustments  in  the  procedures  governing  the  pay- 
ment of  monthly  insurance  benefits  under  title  II  of  the  Social 
Security  Act  with  respect  to  float  periods  (other  than  adjustments  in 
the  form  described  in  subsection  (bX2))  as  may  have  been  found  in 
such  investigation  to  be  necessary  or  appropriate. 

(2)  Not  later  than  twelve  months  after  the  date  of  the  enactment 
of  this  Act,  the  Secretaries  shall  submit  to  the  President  and  the 
Congress  a  report  of  the  findings  of  the  separate  investigation 
required  by  subsection  (bX2),  together  with  their  recommendations 
with  respect  thereto;  and,  to  the  extent  necessary  or  appropriate  to 
carry  out  such  recommendations,  the  Secretary  of  the  Treasury 
shall  by  regulation  make  adjustments  in  the  procedures  with  respect 
to  float  periods  in  the  form  described  in  such  subsection. 
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TRUST  FUND  TRUSTEES'  REPORTS 

Sec.  154.  (a)  The  next  to  last  sentence  of  section  201(c)  of  the  Social 
Security  Act  is  amended  by  striking  out  "Such  report  shall  also  42  use  40i. 
include"  and  inserting  in  lieu  thereof  the  following:  "Such  report 
shall  include  an  actuarial  opinion  by  the  Chief  Actuary  of  the  Social 
Security  Administration  certifying  that  the  techniques  and  method- 
ologies used  are  generally  accepted  within  the  actuarial  profession 
and  that  the  assumptions  and  cost  estimates  used  are  reasonable: 
Provided,  That  the  certification  shall  not  refer  to  economic  assump- 
tions underlying  the  Trustee's  report,  and  shall  also  include". 

(Id)  Section  1817(b)  of  such  Act  is  amended  by  inserting  immedi-  42  use  I395i. 
ately  before  the  last  sentence  the  following  new  sentence:  "Such 
report  shall  also  include  an  actuarial  opinion  by  the  Chief  Actuarial 
Officer  of  the  Health  Care  Financing  Administration  certifying  that 
the  techniques  and  methodologies  used  are  generally  accepted 
within  the  actuarial  profession  and  that  the  assumptions  and  cost 
estimates  used  are  reasonable:  Provided,  That  the  certification  shall 
not  refer  to  economic  assumptions  underlying  the  Trustee's  report.". 

(c)  Section  1841(b)  of  such  Act  is  amended  by  inserting  immedi-  42  use  i395t. 
ately  before  the  last  sentence  the  following  new  sentence:  "Such 

report  shall  also  include  an  actuarial  opinion  by  the  Chief  Actuarial 
Officer  of  the  Health  Care  Financing  Administration  certifying  that 
the  techniques  and  methodologies  used  are  generally  accepted 
within  the  actuarial  profession  and  that  the  assumptions  and  cost 
estimates  used  are  reasonable:  Provided,  That  the  certification  shall 
not  refer  to  economic  assumptions  underlying  the  Trustee's  report.". 

(d)  Notwithstanding  sections  201(c)(2),  1817(b)(2),  and  1841(b)(2)  of  42  use  40i  note, 
the  Social  Security  Act,  the  annual  reports  of  the  Boards  of  Trustees 

of  the  Trust  Funds  which  are  required  in  the  calendar  year  1983 
under  those  sections  may  be  filed  at  any  time  not  later  than  forty- 
five  days  after  the  date  of  the  enactment  of  this  Act. 

(e)  The  amendments  made  by  this  section  shall  take  effect  on  the  Effective  date, 
date  of  the  enactment  of  this  Act.  ^2  use  40i  note. 

TITLE  II-ADDITIONAL  PROVISIONS  RELATING  TO  LONG- 
TERM  FINANCING  OF  THE  SOCIAL  SECURITY  SYSTEM 

INCREASE  IN  RETIREMENT  AGE 

Sec.  201.  (a)  Section  216  of  the  Social  Security  Act  is  amended  by  42  use  4i6. 
adding  at  the  end  thereof  the  following  new  subsection: 

"Retirement  Age 

"(1)(1)  The  term  'retirement  age'  means — 

"(A)  with  respect  to  an  individual  who  attains  early  retire- 
ment age  (as  defined  in  paragraph  (2))  before  January  1,  2000, 
65  vears  of  age; 

*  (B)  with  respect  to  an  individual  who  attains  early  retire- 
ment age  after  December  31,  1999,  and  before  January  1,  2005, 

65  years  of  age  plus  the  number  of  months  in  the  age  increase 
factor  (as  determined  under  paragraph  (3))  for  the  calendar  year 
in  which  such  individual  attains  early  retirement  age; 

"(C)  with  respect  to  an  individual  who  attains  early  retire- 
ment age  after  December  31,  2004,  and  before  January  1,  2017, 

66  years  of  age; 
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"(D)  with  respect  to  an  individual  who  attains  early  retire- 
ment age  after  December  31,  2016,  and  before  January  1,  2022, 
66  years  of  age  plus  the  number  of  months  in  the  age  increase 
factor  (as  determined  under  paragraph  (3))  for  the  calendar  year 
in  which  such  individual  attains  early  retirement  age;  and 
"(E)  with  respect  to  an  individual  who  attains  early  retire- 
ment age  after  December  31,  2021,  67  years  of  age. 
"Early  "(2)  The  term  'early  retirement  age'  means  age  62  in  the  case  of 

retirement  age.         old-age,  wifo's.  Or  husband's  insurance  benefit,  and  age  60  in  the 

case  of  a  widow's  or  widower's  insurance  benefit. 
Age  increase  *'(3)  The  age  increase  factor  for  any  individual  who  attains  early 

factor.  retirement  age  in  a  calendar  year  within  the  period  to  which 

subparagraph  (B)  or  (D)  of  paragraph  (1)  applies  shall  be  determined 
as  follows: 

"(A)  With  respect  to  an  individual  who  attains  early  retire- 
ment age  in  the  5-year  period  consisting  of  the  calendar  years 
2000  through  2004,  the  age  increase  factor  shall  be  equal  to  two- 
twelfths  of  the  number  of  months  in  the  period  beginning  with 
January  2000  and  ending  with  December  of  the  year  in  which 
the  individual  attains  early  retirement  age. 

"(B)  With  respect  to  an  individual  who  attains  early  retire- 
ment age  in  the  5-year  period  consisting  of  the  calendar  years 
2017  through  2021,  the  age  increase  factor  shall  be  equal  to  two- 
twelfths  of  the  number  of  months  in  the  period  beginning  with 
January  2017  and  ending  with  December  of  the  year  in  which 
the  individual  attains  early  retirement  age.". 
42  use  402.  (b)(1)  Section  202(q)(9)  of  such  Act  is  amended  to  read  as  follows: 

"(9)  The  amount  of  the  reduction  for  early  retirement  specified  in 
parargaph  (1) — 

"(A)  for  old-age  insurance  benefits,  wife's  insurance  benefits, 
and  husband's  insurance  benefits,  shall  be  the  amount  specified 
in  such  paragraph  for  the  first  36  months  of  the  reduction 
period  (as  defined  in  paragraph  (6))  or  adjusted  reduction  period 
(as  defined  in  paragraph  (7)),  and  five-twelfths  of  1  percent  for 
any  additional  months  included  in  such  periods;  and 

"(B)  for  widow's  insurance  benefits  and  widower's  insurance 
benefits,  shall  be  periodically  revised  by  the  Secretary  such 
that— 

"(i)  the  amount  of  the  reduction  at  early  retirement  age 
Post,  p.  112.  as  defined  in  section  216(a)  shall  be  28.5  percent  of  the  full 

benefit;  and 

"(ii)  the  amount  of  the  reduction  for  each  month  in  the 
reduction  period  (specified  in  paragraph  (6))  or  the  adjusted 
reduction  period  (specified  in  paragraph  (7))  shall  be  estab- 
lished by  linear  interpolation  between  28.5  percent  at  the 
month  of  attainment  of  early  retirement  age  and  0  percent 
at  the  month  of  attainment  of  retirement  age.". 
(2)  Section  202(q)(l)  of  such  Act  is  amended  by  striking  out  "If 
and  inserting  in  lieu  thereof  "Subject  to  paragraph  (9),  if. 
42  use  401.  (c)  Title  II  of  the  Social  Security  Act  is  further  amended— 

(1)  by  striking  out  "age  65"  or  "age  of  65",  as  the  case  may  be, 
each  place  it  appears  in  the  following  sections  and  inserting  in 
lieu  thereof  in  each  instance  "retirement  age  (as  defined  in 
section  216(1))": 

(A)  subsections  (a),  Ob),  (0,  (d),  (e),  (0,  (q),  (r),  and  (w)  of 
42  use  402.  section  202; 


PUBLIC  LAW  98-21— APR.  20,  1983 


97  STAT.  109 


(B)  subsections  (c)  (as  amended  by  section  309(g)  of  this 
Act)  and  (f)  of  section  203; 

(C)  subsection  (f)  of  section  215; 

(D)  subsections  (h)  and  (i)  of  section  216;  and 

(E)  section  223(a);  and 

(2)  by  striking  out  "age  sixty-five"  in  section  203(c)  (as  amended 
by  section  309(g)  of  this  Act)  and  inserting  in  lieu  thereof 
"retirement  age  (as  defined  in  section  216(1))";  and 

(3)  by  striking  out  "age  of  sixty-five"  in  section  223(a)  and 
inserting  in  lieu  thereof  "retirement  age  (as  defined  in  section 
216(1))". 

(d)  The  Secretary  shall  conduct  a  comprehensive  study  and  analy- 
sis of  the  implications  of  the  changes  made  by  this  section  in 
retirement  age  in  the  case  of  those  individuals  (affected  by  such 
changes)  who,  because  they  are  engaged  in  physically  demanding 
employment  or  because  they  are  unable  to  extend  their  working 
careers  for  health  reasons,  may  not  benefit  from  improvements  in 
longevity.  The  Secretary  shall  submit  to  the  Congress  no  later  than 
January  1, 1986,  a  full  report  on  the  study  and  analysis.  Such  report 
shall  include  any  recommendations  for  legislative  changes,  includ- 
ing recommendations  with  respect  to  the  provision  of  protection 
against  the  risks  associated  with  early  retirement  due  to  health 
considerations,  which  the  Secretary  finds  necessary  or  desirable  as  a 
result  of  the  findings  contained  in  this  study. 
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TITLE  III— MISCELLANEOUS  AND  TECHNICAL  PROVISIONS 
Part  A— Elimination  of  Gender-Based  Distinctions 


DIVORCED  husbands 

Sec.  301.  (a)(1)  Section  202(c)(1)  of  the  Social  Security  Act  is  42  use  402. 
amended,  in  the  matter  preceding  subparagraph  (A),  by  inserting 
"and  every  divorced  husband  (as  defined  in  section  216(d))"  before 
"of  an  individual"  and  by  inserting  "or  such  divorced  husband" 
after  "if  such  husband". 

(2)  Section  202(c)(1)  of  such  Act  is  further  amended — 

(A)  by  striking  out  "and"  at  the  end  of  subparagraph  (B); 

(B)  by  redesignating  subparagraph  (C)  as  subparagraph  (D), 
and  by  inserting  after  subparagraph  (B)  the  following  new 
subparagraph: 

"(C)  in  the  case  of  a  divorced  husband,  is  not  married,  and"; 
and 

(C)  by  striking  out  the  matter  following  subparagraph  (D)  (as 
so  redesignated)  and  inserting  in  lieu  thereof  the  following: 

"shall  be  entitled  to  a  husband's  insurance  benefit  for  each  month, 
beginning  with — 

"(i)  in  the  case  of  a  husband  or  divorced  husband  (as  so 
defined)  of  an  individual  who  is  entitled  to  an  old-age  insurance 
benefit,  if  such  husband  or  divorced  husband  has  attained  age 
65,  the  first  month  in  which  he  meets  the  criteria  specified  in 
subparagraphs  (A),  (B),  (C),  and  (D),  or 

"(ii)  in  the  case  of  a  husband  or  divorced  husband  (as  so 
defined)  of— 

"(I)  an  individual  entitled  to  old-age  insurance  benefits,  if 
such  husband  or  divorced  husband  has  not  attained  age  65, 
or 
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"(II)  an  individual  entitled  to  disability  insurance  bene- 
fits, 

the  first  month  throughout  which  he  is  such  a  husband  or 
divorced  husband  and  meets  the  criteria  specified  in  subpara- 
graphs (B),  (C),  and  (D)  (if  in  such  month  he  meets  the  criterion 
specified  in  subparagraph  (A)), 

whichever  is  earlier,  and  ending  with  the  month  preceding  the 

month  to  which  any  of  the  following  occurs: 
"(E)  he  dies, 

"(F)  such  individual  dies, 

"(G)  in  the  case  of  a  husband,  they  are  divorced  and  either  (i) 
he  has  not  attained  age  62,  or  (ii)  he  has  attained  age  62  but  has 
not  been  married  to  such  individual  for  a  period  of  10  years 
immediately  before  the  divorce  became  effective, 

"(H)  in  the  case  of  a  divorced  husband,  he  marries  a  person 
other  than  such  individual, 

"(I)  he  becomes  entitled  to  an  old-age  or  disability  insurance 
benefit  based  on  a  primary  insurance  amount  which  is  equal  to 
or  exceeds  one-half  of  the  primary  insurance  amount  of  such 
individual,  or 

"(J)  such  individual  is  not  entitled  to  disability  insurance 
benefits  and  is  not  entitled  to  old-age  insurance  benefits.". 
42  use  402.  (3)  Section  202(c)(3)  of  such  Act  is  amended  by  inserting  "(or,  in 

the  case  of  a  divorced  husband,  his  former  wife)"  before  "for  such 
month". 

(4)  Section  202(c)  of  such  Act  is  further  amended  by  adding  after 
paragraph  (3)  the  following  new  paragraph: 

"(4)  In  the  case  of  dny  divorced  husband  who  marries — 

"(A)  an  individual  entitled  to  benefits  under  subsection  (b),  (e), 

(g),  or  (h)  of  this  section,  or 
"(B)  an  individual  who  has  attained  the  age  of  18  and  is 

entitled  to  benefits  under  subsection  (d),  by  reason  of  paragraph 

(l)(B)(ii)  thereof, 

such  divorced  husband's  entitlement  to  benefits  under  this  subsec- 
tion, notwithstanding  the  provisions  of  paragraph  (1)  (but  subject  to 
subsection  (s)),  shall  not  be  terminated  by  reason  of  such  marriage.". 

(5)  Section  202(c)  of  such  Act  is  further  amended  by  adding  after 
paragraph  (4)  (as  added  by  paragraph  (4)  of  this  subsection)  the 
following  new  paragraph: 

"(5)(A)  Notwithstanding  the  preceding  provisions  of  this  subsec- 
tion, except  as  provided  in  subparagraph  (B),  the  divorced  husband 
of  an  individual  who  is  not  entitled  to  old-age  or  disability  insurance 
benefits,  but  who  has  attained  age  62  and  is  a  fully  insured  indi- 
42  use  414.         vidual  (as  defined  in  section  214),  if  such  divorced  husband — 

"(i)  meets  the  requirements  of  subparagraphs  (A)  through  (D) 
of  paragraph  (1),  and 

"(ii)  has  been  divorced  from  such  insured  individual  for  not 
less  than  2  years, 

shall  be  entitled  to  a  husband's  insurance  benefit  under  this  subsec- 
tion for  each  month,  in  such  amount,  and  beginning  and  ending 
with  such  months,  as  determined  (under  regulations  of  the  Secre- 
tary) in  the  manner  otherwise  provided  for  husband's  insurance 
benefits  under  this  subsection,  as  if  such  insured  individual  had 
become  entitled  to  old-age  insurance  benefits  on  the  date  on  which 
the  divorced  husband  first  meets  the  criteria  for  entitlement  set 
forth  in  classes  (i)  and  (ii). 
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"(B)  A  husband's  insurance  benefit  provided  under  this  paragraph 
which  has  not  otherwise  terminated  in  accordance  with  subpara- 
graph (E),  (F),  (H),  or  (I)  of  paragraph  (1)  shall  terminate  with  the 
month  preceding  the  first  month  in  which  the  insured  individual  is 
no  longer  a  fully  insured  individual.". 

(6)  Section  202(c)(2)(A)  of  such  Act  is  amended  by  inserting  "(or  42  USC  402. 
divorced  husband)"  after  "payable  to  such  husband". 

(7)  Section  202(b)(3)(A)  of  such  Act  is  amended  by  striking  out  "(f)" 
and  inserting  in  lieu  thereof  "(c),  (f),". 

(8)  Section  202(c)(1)(D)  of  such  Act  (as  redesignated  by  paragraph 
(2)  of  this  subsection)  is  amended  by  striking  out  "his  wife"  and 
inserting  in  lieu  thereof  "such  individual". 

(9)  Section  202(d)(5)(A)  of  such  Act  is  amended  by  inserting  "(c)," 
after  "(b),". 

(b)  (1)  Section  202(f)(1)  of  such  Act  is  amended,  in  the  matter 
preceding  subparagraph  (A),  by  inserting  "and  every  surviving 
divorced  husband  (as  defined  in  section  216(d))"  before  "of  an 
individual"  and  by  inserting  "or  such  surviving  divorced  husband" 
after  "if  such  widower". 

(2)  Section  202(D(1)  of  such  Act  is  further  amended  by  striking  out 
"his  deceased  wife"  in  subparagraph  (D)  and  in  the  matter  following 
subparagraph  (F)  and  inserting  in  lieu  thereof  "such  deceased  indi- 
vidual". 

(3)  Section  202(f)(3)(B)(ii)(II)  of  such  Act  (as  amended  by  section   Ante,  p.  96. 
133(b)(1)(B)  of  this  Act)  is  amended  by  inserting  "or  surviving 
divorced  husband"  after  "widower". 

(4)  Paragraph  (3)(D)  of  section  202(f)  of  such  Act  (as  redesignated 
by  section  133(b)(1)(A)  of  this  Act),  and  paragraphs  (4),  (5),  and  (6)  of 
such  section  (as  redesignated  by  section  131(b)(3)(A)  of  this  Act),  are 
each  amended  by  inserting  "or  surviving  divorced  husband"  after 
"widower"  wherever  it  appears. 

(5)  Paragraph  (3)(D)  of  section  202(f)  of  such  Act  (as  redesignated 
by  section  133(b)(1)(A)  of  this  Act)  is  further  amended  by  striking  out 
"wife"  wherever  it  appears  and  inserting  in  lieu  thereof 
"individual". 

(6)  Section  202(g)(3)(A)  of  such  Act  is  amended  by  inserting  "(c)," 
before  "(D,". 

(7)  Section  202(h)(4)(A)  of  such  Act  is  amended  by  inserting  "(c)," 
before  "(e),". 

(c)  (1)  Section  216(d)  of  such  Act  is  amended  by  redesignating 
paragraph  (4)  as  paragraph  (6),  and  by  inserting  after  paragraph  (3) 
the  following  new  paragraphs: 

"(4)  The  term  'divorced  husband'  means  a  man  divorced  from  an 
individual,  but  only  if  he  had  been  married  to  such  individual  for  a 
period  of  10  years  immediately  before  the  date  the  divorce  became 
effective. 

"(5)  The  term  'surviving  divorced  husband'  means  a  man  divorced 
from  an  individual  who  has  died,  but  only  if  he  had  been  married  to 
the  individual  for  a  period  of  10  years  immediately  before  the 
divorce  became  effective.". 

(2)  The  heading  of  section  216(d)  of  such  Act  is  amended  to  read  as 
follows: 

"Divorced  Spouses;  Divorce". 


42  USC  416. 


"Divorced 
husband." 


"Surviving 

divorced 

husband." 


(d)(1)  Section  205(b)  of  such  Act  is  amended  by  inserting  "divorced 
husband,"  after  "husband,",  and  by  inserting  "surviving  divorced 
husband,"  after  "widower,". 


42  USC  405. 
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42  use  405.  (2)  Section  205(c)(lKC)  of  such  Act  is  amended  by  inserting  "surviv- 

ing divorced  husband,"  after  "wife,". 

REMARRIAGE  OF  SURVIVING  SPOUSE  BEFORE  AGE  OF  ELIGIBILITY 

42  use  402.  Sec.  302.  Section  202(f)(1)(A)  of  the  Social  Security  Act  is  amended 

by  striking  out  "has  not  remarried"  and  inserting  in  Ueu  thereof  "is 
not  married". 

ILLEGITIMATE  CHILDREN 

42  use  416.  Sec.  303.  (a)  Section  216(h)(3)  of  the  Social  Security  Act  is  amended 

by  inserting  "mother  or"  before  "father"  wherever  it  appears. 

(b)  Section  216(h)(3)(A)(ii)  of  such  Act  is  amended  by  striking  out 
all  that  follows  "time"  and  inserting  in  lieu  thereof  "such  appli- 
cant's application  for  benefits  was  filed;". 

(c)  Section  216(h)(3)(B)(ii)  of  such  Act  is  amended  by  striking  out 
"such  period  of  disability  began"  and  inserting  in  lieu  thereof  "such 
applicant's  application  for  benefits  was  filed". 

(d)  Section  216(h)(3)  of  such  Act  is  further  amended — 

(1)  by  striking  out  "his"  wherever  it  appears  and  inserting  in 
lieu  thereof  "his  or  her";  and 

(2)  by  striking  out  "he"  in  subparagraph  (B)  and  inserting  in 
lieu  thereof  "he  or  she". 

TRANSITIONAL  INSURED  STATUS 

42  use  427.  Sec.  304.  (a)  Section  227(a)  of  the  Social  Security  Act  is  amended— 

(1)  by  striking  out  "wife"  wherever  it  appears  and  inserting  in 
lieu  thereof  "spouse"; 

(2)  by  striking  out  "wife's"  wherever  it  appears  and  inserting 
in  lieu  thereof  "spouse's"; 

(3)  by  striking  out  "she"  wherever  it  appears  and  inserting  in 
lieu  thereof  "he  or  she"; 

(4)  by  striking  out  "his"  and  inserting  in  lieu  thereof  "the"; 
and 

(5)  by  inserting  "or  section  202(c)"  after  "section  202(b)"  wher- 
ever it  appears. 

Ot>)  Section  227(b)  and  section  227(c)  of  such  Act  are  amended— 

(1)  by  striking  out  "widow"  wherever  it  appears  and  inserting 
in  lieu  thereof  "surviving  spouse"; 

(2)  by  striking  out  "widow's"  wherever  it  appears  and  insert- 
ing in  lieu  thereof  "surviving  spouse's"; 

(3)  by  striking  out  "her"  wherever  it  appears  and  inserting  in 
lieu  thereof  "the";  and 

(4)  by  inserting  "or  section  202(f)"  after  "section  202(e)"  wher- 
ever it  appears. 

Definitions.  (c)  Section  216  of  such  Act  is  amended  by  inserting  before  subsec- 

42  use  416.        ^jQj^  (j^)  ^Y\e  following  new  subsection: 

"Spouse;  Surviving  Spouse 

"(aXD  The  term  'spouse'  means  a  wife  as  defined  in  subsection  (b) 
or  a  husband  as  defined  in  subsection  (f). 

"(2)  The  term  'surviving  spouse'  means  a  widow  as  defined  in 
subsection  (c)  or  a  widower  as  defined  in  subsection  (g).". 
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EQUALIZATION  OF  BENEFITS  UNDER  SECTION  228 

Sec.  305.  (a)  Section  228(b)  of  the  Social  Security  Act  is  amended— 

(1)  by  striking  out  "(1)  Except  as  provided  in  paragraph  (2), 
the"  and  inserting  in  lieu  thereof  'The";  and 

(2)  by  striking  out  paragraph  (2). 

(b)  Section  228(c)(2)  of  such  Act  is  amended  by  striking  out  "(B)  the 
larger  of  and  all  that  follows  and  inserting  in  lieu  thereof  "(B)  the 
benefit  amount  as  determined  without  regard  to  this  subsection.". 

(c)  Section  228(c)(3)  of  such  Act  is  amended  to  read  as  follows: 
"(3)  In  the  case  of  a  husband  or  wife  both  of  whom  are  entitled  to 

benefits  under  this  section  for  any  month,  the  benefit  amount  of 
each  spouse,  after  any  reduction  under  paragraph  (1),  shall  be 
further  reduced  (but  not  below  zero)  by  the  excess  (if  any)  of  (A)  the 
total  amount  of  any  periodic  benefits  under  governmental  pension 
systems  for  which  the  other  spouse  is  eligible  for  such  month,  over 
(B)  the  benefit  amount  of  such  other  spouse  as  determined  without 
regard  to  this  subsection.". 

(d)  Section  228  of  such  Act  is  further  amended — 

(1)  by  striking  out  "he"  wherever  it  appears  in  subsections  (a) 
and  (c)(1)  and  inserting  in  lieu  thereof  "he  or  she";  and 

(2)  by  striking  out  "his"  in  subsection  (c)(4)(C)  and  inserting  in 
lieu  thereof  "his  or  her". 

(e)  The  Secretary  shall  increase  the  amounts  specified  in  section 
228  of  the  Social  Security  Act,  as  amended  by  this  section,  to  take 
into  account  any  general  benefit  increases  (as  referred  to  in  section 
215(i)(3)  of  such  Act),  and  any  increases  under  section  215(i)  of  such 
Act,  which  have  occurred  after  June  1974  or  may  hereafter  occur. 

father's  INSURANCE  BENEFITS 

Sec.  306.  (a)  Section  202(g)  of  the  Social  Security  Act  is  amended—    42  use  402. 

(1)  by  striking  out  "widow"  wherever  it  appears  and  inserting 
in  lieu  thereof  "surviving  spouse"; 

(2)  by  striking  out  "widow's"  wherever  it  appears  and  insert- 
ing in  lieu  thereof  "surviving  spouse's"; 

(3)  by  striking  out  "wife's  insurance  benefits"  and  "he"  in 
paragraph  (1)(D)  and  inserting  in  lieu  thereof  "a  spouse's  insur- 
ance benefit"  and  "such  individual",  respectively; 

(4)  by  striking  out  "her"  wherever  it  appears  and  inserting  in 
lieu  thereof  "his  or  her"; 

(5)  by  striking  out  "she"  wherever  it  appears  and  inserting  in 
lieu  thereof  "he  or  she"; 

(6)  by  striking  out  "mother"  wherever  it  appears  and  insert- 
ing in  lieu  thereof  "parent"; 

(7)  by  inserting  "or  father's"  after  "mother's"  wherever  it 
appears; 

(8)  by  striking  out  "after  August  1950";  and 

(9)  in  paragraph  (3)(A)  (as  amended  by  section  301(b)(6)  of  this 
Act)— 

(A)  by  inserting  "this  subsection  or"  before  "subsection 
(a)";  and 

(B)  by  striking  out  "(c),"  and  inserting  in  lieu  thereof  "(b), 
(c),  (e),". 

(b)  The  heading  of  section  202(g)  of  such  Act  is  amended  by 
inserting  "and  Father's"  after  "Mother's". 


42  use  428. 


42  use  428  note. 


42  use  415. 
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(c)  Section  216(d)  of  such  Act  (as  amended  by  section  301(c)(1)  of 
this  Act)  is  further  amended  by  redesignating  paragraph  (6)  as 
paragraph  (8)  and  by  inserting  after  paragraph  (5)  the  following  new 
paragraphs: 

**(6)  The  term  'surviving  divorced  father'  means  a  man  divorced 
from  an  individual  who  has  died,  but  only  if  (A)  he  is  the  father  of 
her  son  or  daughter,  (B)  he  legally  adopted  her  son  or  daughter 
while  he  was  married  to  her  and  while  such  son  or  daughter  was 
under  the  age  of  18,  (C)  she  legally  adopted  his  son  or  daughter  while 
he  was  married  to  her  and  while  such  son  or  daughter  was  under 
the  age  of  18,  or  (D)  he  was  married  to  her  at  the  time  both  of  them 
legally  adopted  a  child  under  the  age  of  18. 

"(7)  The  term  'surviving  divorced  parent'  means  a  surviving 
divorced  mother  as  defined  in  paragraph  (3)  of  this  subsection  or  a 
surviving  divorced  father  as  defined  in  paragraph  (6).". 

(d)  Section  202(c)(1)  of  such  Act  (as  amended  by  section  301(a)  of 
this  Act)  is  further  amended  by  inserting  "(subject  to  subsection  (s))" 
before  "be  entitled  to"  in  the  matter  following  subparagraph  (D)  and 
preceding  subparagraph  (E). 

(e)  Section  202(c)(1)(B)  of  such  Act  is  amended  by  inserting  after 
"62"  the  following:  "or  (in  the  case  of  a  husband)  has  in  his  care 
(individually  or  jointly  with  such  individual)  at  the  time  of  filing 
such  application  a  child  entitled  to  child's  insurance  benefits  on  the 
basis  of  the  wages  and  self-employment  income  of  such  individual". 

(f)  Section  202(c)(1)  of  such  Act  (as  amended  by  section  301(a)  of 
this  Act  and  the  preceding  provisions  of  this  section)  is  further 
amended  by  redesignating  the  new  subparagraphs  (I)  and  (J)  as 
subparagraphs  (J)  and  (K),  respectively,  and  by  inserting  after  sub- 
paragraph (H)  the  following  new  subparagraph: 

"(I)  in  the  case  of  a  husband  who  has  not  attained  age  62,  no 
child  of  such  individual  is  entitled  to  a  child's  insurance  bene- 
fit,". 

(g)  Section  202(f)(1)(C)  of  such  Act  is  amended  by  inserting  "(i)" 
after  "(C)",  by  inserting  "or"  after  "223,",  and  by  adding  at  the  end 
thereof  the  following  new  clause: 

"(ii)  was  entitled,  on  the  basis  of  such  wages  and  self-employ- 
ment  income,  to  father's  insurance  benefits  for  the  month 
preceding  the  month  in  which  he  attained  age  65,  and". 

(h)  Section  202(f)(5)  of  such  Act  (as  redesignated  by  section 
131(b)(3)(A)  of  this  Act)  is  amended  by  striking  out  "or"  at  the  end  of 
subparagraph  (A),  by  redesignating  subparagraph  (B)  as  subpara- 
graph (C),  and  by  inserting  immediately  after  subparagraph  (A)  the 
following  new  subparagraph: 

"(B)  the  last  month  for  which  he  was  entitled  to  father's 
insurance  benefits  on  the  basis  of  the  wages  and  self-employ- 
ment income  of  such  individual,  or". 

(i)  Section  203(D(1)(F)  of  such  Act  is  amended  by  striking  out 
"section  2020?)  (but  only  by  reason  of  having  a  child  in  her  care 
within  the  meaning  of  paragraph  (1)(B)  of  that  subsection)"  and 
inserting  in  lieu  thereof  "section  202(b)  or  (c)  (but  only  by  reason  of 
having  a  child  in  his  or  her  care  within  the  meaning  of  paragraph 
(1)(B)  of  subsection  (b)  or  (c),  as  may  be  applicable)". 
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EFFECT  OF  MARRIAGE  ON  CHILDHOOD  DISABILITY  BENEFITS  AND  ON 
OTHER  DEPENDENTS'  OR  SURVIVORS'  BENEFITS 

Sec.  307.  (a)  Subsections  (b)(3),  (d)(5),  (g)(3),  and  (h)(4)  of  section  202 
of  the  Social  Security  Act  (as  amended  by  the  preceding  provisions   42  USC  402. 
of  this  Act)  are  each  amended  by  striking  out     except  that"  and  all 
that  follows  and  inserting  in  lieu  thereof  a  period. 

(b)  The  amendments  made  by  subsection  (a)  shall  apply  with  Effective  date, 
respect  to  benefits  under  title  II  of  the  Social  Security  Act  for  42  use  402  note, 
months  after  the  month  in  which  this  Act  is  enacted,  but  only  in  401. 
cases  in  which  the  ''last  month"  referred  to  in  the  provision 
amended  is  a  month  after  the  month  in  which  this  Act  is  enacted. 

CREDIT  FOR  CERTAIN  MILITARY  SERVICE 

Sec.  308.  Section  217(f)  of  the  Social  Security  Act  is  amended—  42  use  4i7. 

(1)  by  striking  out  "widow"  each  place  it  appears  and  insert- 
ing in  lieu  thereof  "surviving  spouse  ';  and 

(2)  by  striking  out  "his"  and  "her"  wherever  they  appear 
(except  in  clause  (A)  of  paragraph  (1))  and  inserting  in  lieu 
thereof  in  each  instance  "his  or  her". 

CONFORMING  AMENDMENTS 

Sec.  309.  (a)  Section  202(b)(3)(A)  of  the  Social  Security  Act  (as  42  use  402. 
amended  by  section  301(a)(6)  of  this  Act)  is  further  amended  by 
inserting  "(g),"  after  "(0,". 

(b)  Section  202(q)(3)  of  such  Act  is  amended  by  inserting  "or 
surviving  divorced  husband"  after  "widower"  in  subparagraphs  (E), 
(F),  and  (G). 

(c)  Section  202(q)(5)  of  such  Act  is  amended— 

(1)  by  inserting  "or  husband's"  after  "wife's"  wherever  it 
appears; 

(2)  by  striking  out  "her"  in  subparagraph  (A)(i)  and  inserting 
in  lieu  thereof  "him  or  her"; 

(3)  by  striking  out  "her"  the  second  place  it  appears  in 
subparagraph  (A)(ii)  and  inserting  in  lieu  thereof  "the"; 

(4)  by  striking  out  "she"  wherever  it  appears  and  inserting  in 
lieu  thereof  "he  or  she"; 

(5)  by  striking  out  "her"  wherever  it  appears  (except  where 
paragraphs  (2)  and  (3)  of  this  subsection  apply)  and  inserting  in 
lieu  thereof  "his  or  her"; 

(6)  by  striking  out  "the  woman"  in  subparagraph  (B)(ii)  and  "a 
woman"  in  subparagraph  (C)  and  inserting  in  lieu  thereof  "the 
individual"  and  "an  individual",  respectively;  and 

(7)  in  subparagraph  (D)— 

(A)  by  inserting  "or  widower's"  after  "widow's"; 

(B)  by  striking  out  "husband"  wherever  it  appears  and 
inserting  in  lieu  thereof  "spouse"; 

(C)  by  striking  out  "husband's"  wherever  it  appears  and 
inserting  in  lieu  thereof  "spouse's";  and 

(D)  by  inserting  "or  father's"  after  "mother's". 

(d)  (1)  Section  202(q)(6)(A)  of  such  Act  (as  amended  by  section 
134(a)(2)  of  this  Act)  is  further  amended  by  striking  out  "or  hus- 
band's" in  clause  (i)  and  by  inserting  "or  husband's"  after  "wife's" 
in  clause  (ii). 

(2)  Section  202(q)(7)  of  such  Act  is  amended— 
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(A)  in  subparagraph  (B),  by  inserting  "or  husband's"  after 
''wife's",  by  striking  out  "she"  and  inserting  in  lieu  thereof 
"such  individual",  and  by  inserting  "his  or"  before  "her",  and 

(B)  in  subparagraph  (D),  by  inserting  "or  widower's"  after 
"widow's". 

42  use  402.  (e)(1)  Section  202(s)(l)  of  such  Act  is  amended  by  inserting  "(c)(1)," 

after  "(b)(1),". 

(2)  Section  202(s)(2)  of  such  Act  (as  amended  by  section  131(c)(1)  of 
this  Act)  is  further  amended  by  inserting  "(c)(4),"  after  "(b)(3),". 

(3)  Section  202(s)(3)  of  such  Act  (as  amended  by  section  131(c)(2)  of 
this  Act)  is  further  amended  by  striking  out  "So  much"  and  all  that 
follows  down  through  "the  last  sentence"  and  inserting  in  lieu 
thereof  "The  last  sentence" 

42  use  403.  (f)  The  third  sentence  of  section  203(b)(1)  of  such  Act  (as  amended 

by  section  132(b)  of  this  Act)  is  further  amended  by  inserting  "or 
father's"  after  "mother's", 
(g)  Section  203(c)  of  such  Act  is  amended  to  read  as  follows: 

"Deductions  on  Account  of  Noncovered  Work  Outside  the  United 
States  or  Failure  to  Have  Child  in  Care 

"(c)  Deductions,  in  such  amounts  and  at  such  time  or  times  as  the 
Secretary  shall  determine,  shall  be  made  from  any  payment  or 
payments  under  this  title  to  which  an  individual  is  entitled,  until 
the  total  of  such  deductions  equals  such  individual's  benefits  or 
42  use  402.         benefit  under  section  202  for  any  month — 

"(1)  in  which  such  individual  is  under  the  age  of  seventy  and 
for  more  than  forty-five  hours  of  which  such  individual  engaged 
in  noncovered  remunerative  activity  outside  the  United  States; 

"(2)  in  which  such  individual,  if  a  wife  or  husband  under  age 
sixty-five  entitled  to  a  wife's  or  husband's  insurance  benefit,  did 
not  have  in  his  or  her  care  (individually  or  jointly  with  his  or 
her  spouse)  a  child  of  such  spouse  entitled  to  a  child's  insurance 
benefit  and  such  wife's  or  husband's  insurance  benefit  for  such 
month  was  not  reduced  under  the  provisions  of  section  202(q); 

"(3)  in  which  such  individual,  if  a  widow  or  widower  entitled 
to  a  mother's  or  father's  insurance  benefit,  did  not  have  in  his 
or  her  care  a  child  of  his  or  her  deceased  spouse  entitled  to  a 
child's  insurance  benefit;  or 

"(4)  in  which  such  an  individual,  if  a  surviving  divorced 
mother  or  father  entitled  to  a  mother's  or  father's  insurance 
benefit,  did  not  have  in  his  or  her  care  a  child  of  his  or  her 
deceased  former  spouse  who  (A)  is  his  or  her  son,  daughter,  or 
legally  adopted  child  and  (B)  is  entitled  to  a  child's  insurance 
benefit  on  the  basis  of  the  wages  and  self-employment  income  of 
such  deceased  former  spouse. 
Child's  For  purposes  of  paragraphs  (2),  (3),  and  (4)  of  this  subsection,  a  child 

benem"^^  shall  not  be  considered  to  be  entitled  to  a  child's  insurance  benefit 

entklement.  ^^r  any  month  in  which  paragraph  (1)  of  section  202(s)  applies  or  an 
42  use  422.         event  specified  in  section  222(b)  occurs  with  respect  to  such  child. 

Subject  to  paragraph  (3)  of  such  section  202(s),  no  deduction  shall  be 
made  under  this  subsection  from  any  child's  insurance  benefit  for 
the  month  in  which  the  child  entitled  to  such  benefit  attained  the 
age  of  eighteen  or  any  subsequent  month;  nor  shall  any  deduction  be 
made  under  this  subsection  from  any  widow's  insurance  benefit  for 
any  month  in  which  the  widow  or  surviving  divorced  wife  is  entitled 
and  has  not  attained  age  65  (but  only  if  she  became  so  entitled  prior 


PUBLIC  LAW  98-21— APR.  20,  1983 


97  STAT.  117 


42  use  405. 


42  use  416. 


42  use  422. 


to  attaining  age  60),  or  from  any  widower's  insurance  benefit  for  any 
month  in  which  the  widower  or  surviving  divorced  husband  is 
entitled  and  has  not  attained  age  65  (but  only  if  he  became  so 
entitled  prior  to  attaining  age  60).". 

(h)  Section  203(d)  of  such  Act  is  amended  by  inserting  "divorced   42  USe  403. 
husband,"  after  "husband,"  in  paragraph  (1)(A)  (as  amended  by 
section  132(b)(2)  of  this  Act)  and  by  inserting  "or  father's"  after 
"mother's"  each  place  it  appears  in  paragraph  (2). 

(i)  (l)  Section  205(b)  of  such  Act  (as  amended  bv  section  301(d)(1)  of 
this  Act)  is  further  amended  by  inserting  'surviving  divorced 
father,"  after  "surviving  divorced  mother,". 

(2)  Section  205(c)(1)(C)  of  such  Act  (as  amended  by  section  301(d)(2) 
of  this  Act)  is  further  amended  by  inserting  "surviving  divorced 
father,"  after  "surviving  divorced  mother,". 

(j)  Section  216(D(3)(A)  of  such  Act  is  amended  by  inserting  "(c)," 
before  "(f)". 

(k)  Section  216(g)(6)(A)  of  such  Act  is  amended  by  inserting  "(c)," 
before  "(D". 

(1)  Section  222(b)(1)  of  such  Act  is  amended  by  striking  out  "or 
surviving  divorced  wife"  and  inserting  in  lieu  thereof  ",  surviving 
divorced  wife,  or  surviving  divorced  husband". 

(m)  Section  222(b)(2)  of  such  Act  is  amended  by  inserting  "or 
father's"  after  "mother's"  wherever  it  appears. 

(n)  Section  222(b)(3)  of  such  Act  is  amended  by  inserting  "divorced 
husband,"  after  "husband,". 

(o)  Section  223(d)(2)  of  such  Act  is  amended  by  striking  out  "or  42  use  423. 
widower"  in  subparagraphs  (A)  and  (B)  and  inserting  in  lieu  thereof 
"widower,  or  surviving  divorced  husband". 

(p)  Section  225(a)  of  such  Act  is  amended  by  inserting  "or  surviv- 
ing divorced  husband"  after  "widower". 

(q)(l)  Section  226(e)(3)  of  such  Act  is  amended  to  read  as  follows: 

"(3)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b),  any  disabled  widow  aged  50  or  older 
who  is  entitled  to  mother's  insurance  benefits  (and  who  would  have 
been  entitled  to  widow's  insurance  benefits  by  reason  of  disability  if 
she  had  filed  for  such  widow's  benefits),  and  any  disabled  widower 
aged  50  or  older  who  is  entitled  to  father's  insurance  benefits  (and 
who  would  have  been  entitled  to  widower's  insurance  benefits  by 
reason  of  disability  if  he  had  filed  for  such  widower's  benefits),  shall, 
upon  application  for  such  hospital  insurance  benefits  be  deemed  to 
have  filed  for  such  widow's  or  widower's  insurance  benefits.". 

(2)  For  purposes  of  determining  entitlement  to  hospital  insurance  42  use  426  note, 
benefits  under  section  226(e)(3)  of  such  Act,  as  amended  by  para- 
graph (1),  an  individual  becoming  entitled  to  such  hospital  insurance 

benefits  as  a  result  of  the  amendment  made  by  such  paragraph 
shall,  upon  furnishing  proof  of  his  or  her  disability  within  twelve 
months  after  the  month  in  which  this  Act  is  enacted,  under  such 
procedures  as  the  Secretary  of  Health  and  Human  Services  may 
prescribe,  be  deemed  to  have  been  entitled  to  the  widow's  or  widow- 
er's benefits  referred  to  in  such  section  226(e)(3),  as  so  amended,  as  of 
the  time  such  individual  would  have  been  entitled  to  such  widow's 
or  widower's  benefits  if  he  or  she  had  filed  a  timely  application 
therefor. 

EFFECTIVE  DATE  OF  PART  A 

Sec.  310.  (a)  Except  as  otherwise  specifically  provided  in  this  title,  42  use  402  note, 
the  amendments  made  by  this  part  apply  only  with  respect  to 


42  use  425. 

Hospital 
insurance 
benefits. 
42  use  426. 
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42  use  401.         monthly  benefits  payable  under  title  II  of  the  Social  Security  Act  for 
months  after  the  month  in  which  this  Act  is  enacted. 

(b)  Nothing  in  any  amendment  made  by  this  part  shall  be  con- 
strued as  affecting  the  validity  of  any  benefit  which  was  paid,  prior 
to  the  effective  date  of  such  amendment,  as  a  result  of  a  judicial 
determination. 

Part  B— Coverage 

coverage  of  employees  of  foreign  affiuates  of  american 

employers 

Sec.  321.  (a)(1)  So  much  of  subsection  (1)  of  section  3121  of  the 
26  use  3121.       Internal  Revenue  Code  of  1954  (relating  to  agreements  entered  into 
by  domestic  corporations  with  respect  to  foreign  subsidiaries)  as 
precedes  the  second  sentence  of  paragraph  (1)  thereof  is  amended  to 
read  as  follows: 

**(1)  Agreements  Entered  Into  by  American  Employers  With 
Respect  to  Foreign  Affiuates.— 

"(1)  Agreement  with  respect  to  certain  employees  of  for- 
eign affiuate. — The  Secretary  shall,  at  the  American  employ- 
er's request,  enter  into  an  agreement  (in  such  manner  and  form 
as  may  be  prescribed  by  the  Secretary)  with  any  American 
employer  (as  defined  in  subsection  (h))  who  desires  to  have  the 
insurance  system  established  by  title  II  of  the  Social  Security 
42  use  401.  Act  extended  to  service  performed  outside  the  United  States  in 

the  employ  of  any  1  or  more  of  such  employer's  foreign  affiliates 
(as  defined  in  paragraph  (8))  by  all  employees  who  are  citizens 
or  residents  of  the  United  States,  except  that  the  agreement 
shall  not  apply  to  any  service  performed  by,  or  remuneration 
paid  to,  an  employee  if  such  service  or  remuneration  would  be 
excluded  from  the  term  'employment'  or  'wages',  as  defined  in 
this  section,  had  the  service  been  performed  in  the  United 
States." 

26  use  3121.  (2)  Paragraph  (8)  of  section  3121(1)  of  such  Code  (defining  foreign 

subsidiary)  is  amended  to  read  as  follows: 

"(8)  Foreign  affiliate  defined.— For  purposes  of  this  subsec- 
42  use  410.  tion  and  section  210(a)  of  the  Social  Security  Act— 

''(A)  In  general. — A  foreign  affiliate  of  an  American 
employer  is  any  foreign  entity  in  which  such  American 
employer  has  not  less  than  a  10-percent  interest. 

"(B)  Determination  of  i  0-percent  interest.— For  pur- 
poses of  subparagraph  (A),  an  American  employer  has  a  10- 
percent  interest  in  any  entity  if  such  employer  has  such  an 
interest  directly  (or  through  one  or  more  entities)— 

"(i)  in  the  case  of  a  corporation,  in  the  voting  stock 
thereof,  and 

"(ii)  in  the  case  of  any  other  entity,  in  the  profits 
thereof." 

(b)  The  clause  (B)  of  section  210(a)  of  the  Social  Security  Act 
(defining  employment)  which  precedes  paragraph  (1)  thereof  (as 
amended  by  section  323(a)(2)  of  this  Act)  is  further  amended  to  read 
as  follows:  "(B)  outside  the  United  States  by  a  citizen  or  resident  of 
the  United  States  as  an  employee  (i)  of  an  American  employer  (as 
defined  in  subsection  (e)  of  this  section),  or  (ii)  of  a  foreign  affiliate 
Supra.  (as  defined  in  section  3121(1)(8)  of  the  Internal  Revenue  Code  of  1954) 

of  an  American  employer  during  any  period  for  which  there  is  in 
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effect  an  agreement,  entered  into  pursuant  to  section  3121(1)  of  such 

Code,  with  respect  to  such  affiliate,".  26  use  3121. 

(c)  Subsection  (a)  of  section  406  of  the  Internal  Revenue  Code  of 

1954  (relating  to  treatment  of  certain  employees  of  foreign  subsidiar-  26  use  406. 
ies  for  pension,  etc.,  purposes)  is  amended  to  read  as  follows: 

"(a)  Treatment  as  Employees  of  American  Employer.— For  pur- 
poses of  applying  this  part  with  respect  to  a  pension,  profit-sharing, 
or  stock  bonus  plan  described  in  section  401(a),  an  annuity  plan 
described  in  section  403(a),  or  a  bond  purchase  plan  described  in 
section  405(a),  of  an  American  employer  (as  defined  in  section 
3121(h)),  an  individual  who  is  a  citizen  or  resident  of  the  United 
States  and  who  is  an  employee  of  a  foreign  affiliate  (as  defined  in 
section  3121(1)(8))  of  such  American  employer  shall  be  treated  as  an  ^nte,  p.  us. 
employee  of  such  American  employer,  if— 

"(1)  such  American  employer  has  entered  into  an  agreement 
under  section  3121(1)  which  applies  to  the  foreign  affiliate  of 
which  such  individual  is  an  employee; 

"(2)  the  plan  of  such  American  employer  expressly  provides 
for  contributions  or  benefits  for  individuals  who  are  citizens  or 
residents  of  the  United  States  and  who  are  employees  of  its 
foreign  affiliates  to  which  an  agreement  entered  into  by  such 
American  employer  under  section  3121(1)  applies;  and 

"(3)  contributions  under  a  funded  plan  of  deferred  compensa- 
tion (whether  or  not  a  plan  described  in  section  401(a),  403(a),  or 
405(a))  are  not  provided  by  any  other  person  with  respect  to  the 
remuneration  paid  to  such  individual  by  the  foreign  affiliate." 

(d)  Paragraph  (1)  of  section  407(a)  of  such  Code  (relating  to  certain  26  use  407. 
employees  of  domestic  subsidiaries  engaged  in  business  outside  the 

United  States)  is  amended — 

(1)  by  striking  out  "citizen  of  the  United  States"  and  inserting 
in  lieu  thereof  ''citizen  or  resident  of  the  United  States",  and 

(2)  by  striking  out  "citizens  of  the  United  States"  and  insert- 
ing in  lieu  thereof  "citizens  or  residents  of  the  United  States". 

(e)  (1)  Those  provisions  of  subsection  (1)  of  section  3121  of  such  Code  26  use  3121. 
which  are  not  amended  by  subsection  (a)  of  this  section  are  amended 

in  accordance  with  the  following  table: 

Strike  out  (wherever  it  appears 

in  the  text  or  heading):  And  insert: 

domestic  corporation   American  employer 

domestic  corporations   American  employers 

subsidiary   affiliate 

subsidiaries   affiliates 

foreign  corporation   foreign  entity 

foreign  corporations   foreign  entities 

citizens   citizens  or  residents 

the  word  "a"  where  it  appears  an 
before  "domestic". 

(2)(A)  Section  406  of  such  Code  (other  than  subsection  (a^  thereof)  26  use  406. 
is  amended  in  accordance  with  the  following  table: 

Strike  out  (wherever  appearing 
in  the  text):  And  insert: 

domestic  corporation   American  employer 

subsidiary   affiliate 

the  word  **a"  where  it  appears  an 
before  "domestic". 

(B)  Paragraph  (3)  of  subsection  (c)  of  such  section  406  (as  in  effect 
before  the  amendment  made  by  subparagraph  (A))  is  amended  by 
striking  out  "another  corporation  controlled  by  such  domestic  corpo- 
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ration"  and  inserting  in  lieu  thereof  "another  entity  in  which  such 
American  employer  has  not  less  than  a  10-percent  interest  (within 
the  meaning  of  section  3121(1)(8)(B))". 

(C)  (i)  So  much  of  subsection  (d)  of  such  section  406  as  precedes 
paragraph  (1)  thereof  is  amended  by  striking  out  "another  corpora- 
tion" and  inserting  in  lieu  thereof  "another  taxpayer". 

(ii)  Paragraph  (1)  of  subsection  (d)  of  such  section  406  is  amended 
by  striking  out  "any  other  corporation"  and  inserting  in  lieu  thereof 
"any  other  taxpayer". 

(D)  (i)  The  heading  of  such  section  406  is  amended  to  read  as 
follows: 

"SEC.  406.  EMPLOYEES  OF  FOREIGN  AFFILIATES  COVERED  BY  SECTION 
3121(1)  AGREEMENTS.". 

(ii)  The  table  of  sections  for  subpart  A  of  part  I  of  subchapter  D  of 
chapter  1  of  such  Code  is  amended  by  striking  out  the  item  relating 
to  section  406  and  inserting  in  lieu  thereof  the  following: 

"Sec.  406.  Employees  of  foreign  affiliates  covered  by  section  3121(1)  agree- 
ments." 

(3)  Clause  (A)  of  the  second  sentence  of  section  1402(b)  of  such 
Code  (defining  self-employment  income)  is  amended  by  striking  out 
"employees  of  foreign  subsidiaries  of  domestic  corporations"  and 
inserting  in  lieu  thereof  "employees  of  foreign  affiliates  of  American 
employers". 

(4)  (A)  Subparagraph  (C)  of  section  6413(c)(2)  of  such  Code  (relating 
to  special  refunds  of  PICA  taxes  in  the  case  of  employees  of  certain 
foreign  corporations)  is  amended— 

(i)  by  striking  out  "foreign  corporations"  in  the  heading 
and  inserting  in  lieu  thereof  "foreign  affiuates",  and 

(ii)  by  striking  out  "domestic  corporation"  in  the  text  and 
inserting  in  lieu  thereof  "American  employer". 

(B)  The  heading  of  paragraph  (2)  of  section  6413(c)  of  such  Code  is 
amended  by  striking  out  "foreign  corporations"  and  inserting  in 
lieu  thereof  "foreign  affiliates". 

(f)(1)(A)  The  amendments  made  by  this  section  (other  than  subsec- 
tion (d))  shall  apply  to  agreements  entered  into  after  the  date  of  the 
enactment  of  this  Act. 

(B)  At  the  election  of  any  American  employer,  the  amendments 
made  by  this  section  (other  than  subsection  (d))  shall  also  apply  to 
any  agreement  entered  into  on  or  before  the  date  of  the  enactment 
of  this  Act.  Any  such  election  shall  be  made  at  such  time  and  in 
such  manner  as  the  Secretary  may  by  regulations  prescribe. 

(2)(A)  The  amendments  made  by  subsection  (d)  shall  apply  to  plans 
established  after  the  date  of  the  enactment  of  this  Act. 

(B)  At  the  election  of  any  domestic  parent  corporation  the  amend- 
ments made  by  subsection  (d)  shall  also  apply  to  any  plan  estab- 
lished on  or  before  the  date  of  the  enactment  of  this  Act.  Any  such 
election  shall  be  made  at  such  time  and  in  such  manner  as  the 
Secretary  may  by  regulations  prescribe. 

extension  of  coverage  by  international  social  security 
agreement 

Sec.  322.  (a)(1)  Section  210(a)  of  the  Social  Security  Act  (as  amended 
by  sections  321(b)  and  323(a)(2)  of  this  Act)  is  further  amended,  in 
the  matter  preceding  paragraph  (1)— 

(A)  by  striking  out  "either"  before  "(A)",  and 
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(B)  by  inserting  before    except"  the  following:     or  (C)  if  it  is 
service,  regardless  of  where  or  by  whom  performed,  which  is 
designated  as  employment  or  recognized  as  equivalent  to  em- 
ployment under  an  agreement  entered  into  under  section  233". 
(2)  Section  3121(b)  of  the  Internal  Revenue  Code  of  1954  is 
amended,  in  the  matter  preceding  paragraph  (1) — 

(A)  by  striking  out  ''either"  before  "(A)",  and 

(B)  by  inserting  before  except"  the  following:  or  (C)  if  it  is 
service,  regardless  of  where  or  by  whom  performed,  which  is 
designated  as  employment  or  recognized  as  equivalent  to 
employment  under  an  agreement  entered  into  under  section  233 
of  the  Social  Security  Act". 

(b)  (1)  Section  211(b)  of  the  Social  Security  Act  is  amended  by 
inserting  after  "non-resident  alien  individual"  the  following: 
except  as  provided  by  an  agreement  under  section  233". 

(2)  The  first  sentence  of  section  1402(b)  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  inserting  after  "non-resident  alien 
individual"  the  following:  ",  except  as  provided  by  an  agreement 
under  section  233  of  the  Social  Security  Act". 

(c)  The  amendments  made  by  this  section  shall  be  effective  for 
taxable  years  beginning  on  or  after  the  date  of  the  enactment  of  this 
Act. 


42  use  433. 
26  use  3121. 


42  use  433. 
42  use  411. 


26  use  1402. 


Effective  date. 
26  use  3121 
note. 


TREATMENT  OF  CERTAIN  SERVICE  PERFORMED  OUTSIDE  THE  UNITED 

STATES 

Sec.  323.  (a)(1)  Subsection  (b)  of  section  3121  of  the  Internal 
Revenue  Code  of  1954  (defining  employment)  is  amended  by  striking 
out  "a  citizen  of  the  United  States"  in  the  matter  preceding  para- 
graph (1)  thereof  and  inserting  in  lieu  thereof  "a  citizen  or  resident 
of  the  United  States". 

(2)  Subsection  (a)  of  section  210  of  the  Social  Security  Act  is 
amended  by  striking  out  "a  citizen  of  the  United  States"  in  the 
matter  preceding  paragraph  (1)  thereof  and  inserting  in  lieu  thereof 
"a  citizen  or  resident  of  the  United  States". 

(b)  (1)  Paragraph  (11)  of  section  1402(a)  of  the  Internal  Revenue 
Code  of  1954  (defining  net  earnings  from  self-employment)  is 
amended  by  striking  out  "in  the  case  of  an  individual  described  in 
section  911(d)(1)(B),". 

(2)(A)  Paragraph  (10)  of  section  211(a)  of  the  Social  Security  Act  (as 
amended  by  section  124(c)(3)  of  this  Act)  is  further  amended  to  read 
as  follows: 

"(10)  The  exclusion  from  gross  income  provided  by  section 
911(a)(1)  of  the  Internal  Revenue  Code  of  1954  shall  not  apply;". 
(B)  Effective  with  respect  to  taxable  years  beginning  after  Decem- 
ber 31,  1981,  and  before  January  1,  1984,  paragraph  (10)  of  section 
211(a)  of  such  Act  is  amended  to  read  as  follows: 

"(10)  In  the  case  of  an  individual  described  in  section 
911(d)(1)(B)  of  the  Internal  Revenue  Code  of  1954,  the  exclusion 
from  gross  income  provided  by  section  911(a)(1)  of  such  Code 
shall  not  apply;". 

(c)  (1)  The  amendments  made  by  subsection  (a)  shall  apply  to 
remuneration  paid  after  December  31, 1983. 

(2)  Except  as  provided  in  subsection  (b)(2)(B),  the  amendments 
made  by  subsection  Ob)  shall  apply  to  taxable  years  beginning  after 
December  31, 1983. 


26  use  3121. 


26  use  410. 


26  use  1402. 


Ante,  p.  90. 


26  use  911. 


Effective  dates. 
26  use  3121 
note. 

26  use  1402 
note. 
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AMOUNTS  RECEIVED  UNDER  CERTAIN  DEFERRED  COMPENSATION  AND 
SALARY  REDUCTION  ARRANGEMENTS  TREATED  AS  WAGES  FOR  FICA 
TAXES 

26  use  3121.  Sec.  324.  (a)(1)  Section  3121  of  the  Internal  Revenue  Code  of  1954 

(relating  to  definitions)  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(v)  Treatment  of  Certain  Deferred  Compensation  and  Salary 
Reduction  Arrangements.— 

"(1)  Certain  employer  contributions  treated  as  wages.— 
Nothing  in  any  paragraph  of  subsection  (a)  (other  than  para- 
graph (1))  shall  exclude  from  the  term  'wages' — 

"(A)  any  employer  contribution  under  a  qualified  cash  or 
deferred  arrangement  (as  defined  in  section  401(k))  to  the 
extent  not  included  in  gross  income  by  reason  of  section 
402(a)(8),  or 

"(B)  any  amount  treated  as  an  employer  contribution 
under  section  414(h)(2). 
"(2)  Treatment  of  certain  nonqualified  deferred  compen- 
sation PLANS.— 

"(A)  In  general. — Any  amount  deferred  under  a  non- 
qualified deferred  compensation  plan  shall  be  taken  into 
account  for  purposes  of  this  chapter  as  of  the  later  of— 
"(i)  when  the  services  are  performed,  or 
"(ii)  when  there  is  no  substantial  risk  of  forefeiture  of 
the  rights  to  such  amount. 
"(B)  Taxed  only  once. — Any  amount  taken  into  account 
as  wages  by  reason  of  subparagraph  (A)  (and  the  income 
attributable  thereto)  shall  not  thereafter  be  treated  as 
wages  for  purposes  of  this  chapter. 

"(C)  Nonqualified  deferred  compensation  plan.— For 
purposes  of  this  paragraph,  the  term  'nonqualified  deferred 
compensation  plan'  means  any  plan  or  other  arrangement 
for  deferral  of  compensation  other  than  a  plan  described  in 
subsection  (a)(5). 
"(3)  Exempt  governmental  deferred  compensation  plan.— 
For  purposes  of  subsection  (a)(5),  the  term  'exempt  governmen- 
tal deferred  compensation  plan'  means  any  plan  providing  for 
deferral  of  compensation  established  and  maintained  for  its 
employees  by  the  United  States,  by  a  State  or  political  subdivi- 
sion thereof,  or  by  an  agency  or  instrumentality  of  any  of  the 
foregoing.  Such  term  shall  not  include — 

"(A)  any  plan  to  which  section  83,  402(b),  403(c),  457(a),  or 
457(e)(1)  applies,  and 

"(B)  any  annuity  contract  described  in  section  403(1))." 
(2)  Paragraph  (5)  of  section  3121(a)  of  such  Code  (defining  wages)  is 
amended — 

(A)  by  striking  out  "or"  at  the  end  of  subparagraph  (C), 

(B)  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(D)  and  inserting  in  lieu  thereof  a  comma,  and 

(C)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graphs: 

"(E)  under  or  to  an  annuity  contract  described  in  section 
403(b),  other  than  a  payment  for  the  purchase  of  such 
contract  which  is  made  by  reason  of  a  salary  reduction 
agreement  (whether  evidenced  by  a  written  instrument  or 
otherwise). 
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"(F)  under  or  to  an  exempt  governmental  deferred  com- 
pensation plan  (as  defined  in  subsection  (v)(3)),  or 

"(G)  to  supplement  pension  benefits  under  a  plan  or  trust 
described  in  any  of  the  foregoing  provisions  of  this  para- 
graph to  take  into  account  some  portion  or  all  of  the 
increase  in  the  cost  of  living  (as  determined  by  the  Secre- 
tary of  Labor)  since  retirement  but  only  if  such  supplemen- 
tal payments  are  under  a  plan  which  is  treated  as  a  welfare 
plan  under  section  3(2XBXii)  of  the  Employee  Retirement 
Income  Security  Act  of  1974;".  29  USC  1002. 

(3)  Subsection  (a)  of  section  3121  of  such  Code  (defining  wages)  is  26  use  3i2i. 
amended — 

(A)  in  paragraph  (2),  by  striking  out  subparagraph  (A)  and 
redesignating  subparagraphs  (B),  (C),  and  (D)  as  subparagraphs 
(A),  (B),  and  (C),  respectively, 

(B)  by  striking  out  paragraphs  (3)  and  (9), 

(C)  in  paragraph  (13XA)— 

(i)  by  inserting  "or"  after  "death,",  and 

(ii)  by  striking  out  "or  (iii)  retirement  after  attaining  an 
age  specified  in  the  plan  referred  to  in  subparagraph  (B)  or 
in  a  pension  plan  of  the  employer,",  and 

(D)  by  striking  out  "subparagraph  (B)"  in  the  last  sentence 
thereof  and  inserting  in  lieu  thereof  "subparagraph  (A)". 

(bXl)  Section  3306  of  the  Internal  Revenue  Code  of  1954  (relating  26  use  3306. 
to  definitions)  is  amended  by  adding  at  the  end  thereof  the  following 
new  subsection: 

"(r)  Treatment  of  Certain  Deferred  Compensation  and  Salary 
Reduction  Arrangements.— 

"(1)  Certain  employer  contributions  treated  as  wages.— 
Nothing  in  any  paragraph  of  subsection  (b)  (other  than  para- 
graph (1))  shall  exclude  from  the  term  'wages' — 

"(A)  any  employer  contribution  under  a  qualified  cash  or 
deferred  arrangement  (as  defined  in  section  401(k))  to  the 
extent  not  included  in  gross  income  by  reason  of  section 
402(aX8),  or 

"(B)  any  amount  treated  as  an  employer  contribution 
under  section  414(hX2). 
"(2)  Treatment  of  certain  nonquaufied  deferred  compen- 
sation PLANS. — 

"(A)  In  general. — Any  amount  deferred  under  a  non- 
qualified deferred  compensation  plan  shall  be  taken  into 
account  for  purposes  of  this  chapter  as  of  the  later  of— 
"(i)  when  the  services  are  performed,  or 
"(ii)  when  there  is  no  substantial  risk  of  forfeiture  of 
the  rights  to  such  amount. 
"(B)  Taxed  only  once.— Any  amount  taken  into  account 
as  wages  by  reason  of  subparagraph  (A)  (and  the  income 
attributable  thereto)  shall  not  thereafter  be  treated  as 
wages  for  purposes  of  this  chapter. 

"(C)  Nonquaufied  deferred  compensation  plan.— For 
purposes  of  this  paragraph,  the  term  'nonqualified  deferred 
compensation  plan'  means  any  plan  or  other  arrangement 
for  deferral  of  compensation  other  than  a  plan  described  in 
subsection  (bX5)." 
(2)  Paragraph  (5)  of  section  3306(b)  of  such  Code  (defining  wages)  is 
amended— 

(A)  by  striking  out  "or"  at  the  end  of  subparagraph  (C), 
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(B)  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(D)  and  inserting  in  Ueu  thereof  a  comma,  and 

(C)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graphs: 

"(E)  under  or  to  an  annuity  contract  described  in  section 
403(b),  other  than  a  payment  for  the  purchase  of  such  contract 
which  is  made  by  reason  of  a  salary  reduction  agreement 
(whether  evidenced  by  a  written  instrument  or  otherwise), 
"(F)  under  or  to  an  exempt  governmental  deferred  compensa- 
Ante,  p.  122.  tion  plan  (as  defined  in  section  3121(v)(3)),  or 

"(G)  to  supplement  pension  benefits  under  a  plan  or  trust 
described  in  any  of  the  foregoing  provisions  of  this  paragraph  to 
take  into  account  some  portion  or  all  of  the  increase  in  the  cost 
of  living  (as  determined  by  the  Secretary  of  Labor)  since  retire- 
ment but  only  if  such  supplemental  payments  are  under  a  plan 
which  is  treated  as  a  welfare  plan  under  section  3(2)(B)(ii)  of  the 
29  use  1002.  Employee  Retirement  Income  Security  Act  of  1974;". 

26  use  3306.  (3)  Subsection  (b)  of  section  3306  of  such  Code  (defining  wages)  is 

amended — 

(A)  in  paragraph  (2),  by  striking  out  subparagraph  (A)  and 
redesignating  subparagraphs  (B),  (C),  and  (D)  as  subparagraphs 
(A),  (B),  and  (C),  respectively, 

(B)  by  striking  out  paragraphs  (3)  and  (8),  and 

(C)  in  paragraph  (10)(A>— 

(i)  by  inserting  "or"  after  "death,",  and 

(ii)  by  striking  out  "or  (iii)  retirement  after  attaining  an 
age  specified  in  the  plan  referred  to  in  subparagraph  (B)  or 
in  a  pension  plan  of  the  employer,". 

(4)(A)  Subparagraph  (A)  of  section  3306(b)(2)  of  such  Code,  as 
redesignated  by  paragraph  (3)(A),  is  amended  to  read  as  follows: 
"(A)  sickness  or  accident  disability  (but,  in  the  case  of  pay- 
ments made  to  an  employee  or  any  of  his  dependents,  this 
subparagraph  shall  exclude  from  the  term  'wages'  only  pay- 
ments which  are  received  under  a  workman's  compensation 
law),  or". 

(B)  Subsection  (b)  of  section  3306  of  such  Code  (defining  wages)  is 
amended  by  adding  at  the  end  thereof  the  following  new  flush 
sentence: 

"Except  as  otherwise  provided  in  regulations  prescribed  by  the 
Secretary,  any  third  party  which  makes  a  payment  included  in 
wages  solely  by  reason  of  the  parenthetical  matter  contained  in 
subparagraph  (A)  of  paragraph  (2)  shall  be  treated  for  purposes  of 

26  use  3201  et    this  chapter  and  chapter  22  as  the  employer  with  respect  to  such 

seq.  wages." 

26  use  3306  (C)  Rules  similar  to  the  rules  of  subsections  (d)  and  (e)  of  section  3 
ofi^TTdP  qi9i       ®f  entitled  "An  Act  to  amend  the  Omnibus  Reconciliation 

notP  Act  of  1981  to  restore  minimum  benefits  under  the  Social  Security 

Act"  (Public  Law  97-123),  approved  December  29,  1981,  shall  apply 
Supra.  in  the  administration  of  section  3306(b)(2)(A)  of  such  Code  (as 

amended  by  subparagraph  (A)). 
Ante,  p.  70.  (cXD  Section  209  of  the  Social  Security  Act  (as  amended  by  section 

lOl(cXl)  of  this  Act)  is  further  amended  by  adding  at  the  end  thereof 
the  following  new  paragraphs: 

"Nothing  in  any  of  the  foregoing  provisions  of  this  section  (other 
than  subsection  (a))  shall  exclude  from  the  term  'wages' — 

"(1)  Any  employer  contribution  under  a  qualified  cash  or 
deferred  arrangement  (as  defined  in  section  401(k)  of  the  Inter- 
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nal  Revenue  Code  of  1954)  to  the  extent  not  included  in  gross    26  use  40i. 

income  by  reason  of  section  402(aX8)  of  such  Code,  or 
"(2)  Any  amount  which  is  treated  as  an  employer  contribution 

under  section  414(hX2)  of  such  Code. 
"Any  amount  deferred  under  a  nonqualified  deferred  compensa- 
tion plan  (within  the  meaning  of  section  3121(vX2XC)  of  the  Internal 
Revenue  Code  of  1954)  shall  be  taken  into  account  for  purposes  of  ^^te,  p.  122. 
this  title  as  of  the  later  of  when  the  services  are  performed,  or  when 
there  is  no  substantial  risk  of  forfeiture  of  the  rights  to  such 
amount.  Any  amount  taken  into  account  as  wages  by  reason  of  the 
preceding  sentence  (and  the  income  attributable  thereto)  shall  not 
thereafter  be  treated  as  wages  for  purposes  of  this  title." 

(2)  Subsection  (e)  of  section  209  of  such  Act  is  amended  by  adding   42  use  409. 
before  the  semicolon  at  the  end  thereof  the  following:    or  (5)  under 

or  to  an  annuity  contract  described  in  section  403(b)  of  the  Internal 
Revenue  Code  of  1954,  other  than  a  payment  for  the  purchase  of  26  use  403. 
such  contract  which  is  made  by  reason  of  a  salary  reduction  agree- 
ment (whether  evidenced  by  a  written  instrument  or  otherwise),  or 
(6)  under  or  to  an  exempt  governmental  deferred  compensation  plan 
(as  defined  in  section  3121(vX3)  of  such  Code),  or  (7)  to  supplement  Ante,  p.  122. 
pension  benefits  under  a  plan  or  trust  described  in  any  of  the 
foregoing  provisions  of  this  subsection  to  take  into  account  some 
portion  or  all  of  the  increase  in  the  cost  of  living  (as  determined  by 
the  Secretary  of  Labor)  since  retirement  but  only  if  such  supplemen- 
tal payments  are  under  a  plan  which  is  treated  as  a  welfare  plan 
under  section  3(2XBXii)  of  the  Employee  Retirement  Income  Secu- 
rity Act  of  1974;".  29  use  1002. 

(3)  Section  209  of  such  Act  is  amended—  42  use  409. 

(A)  in  subsection  (b),  by  striking  out  paragraph  (1)  and  redes- 
ignating paragraphs  (2),  (3),  and  (4)  as  paragraphs  (1),  (2),  and 
(3),  respectively, 

(B)  by  striking  out  subsections  (c)  and  (i),  and 

(C)  in  subsection  (mXl)— 

(i)  by  inserting  "or"  after  "death,",  and 

(ii)  by  striking  out  "or  (C)  retirement  after  attaining  an 
age  specified  in  the  plan  referred  to  in  paragraph  (2)  or  in  a 
pension  plan  of  the  employer,". 

(4)  Section  203(0(5X0  of  the  Social  Security  Act  is  amended  by   42  use  403. 
adding  at  the  end  thereof  the  following  new  sentence:  "The  term 

'wages'  does  not  include — 

"(i)  the  amount  of  any  payment  made  to,  or  on  behalf  of, 
an  employee  or  any  of  his  dependents  (including  any 
amount  paid  by  an  employer  for  insurance  or  annuities,  or 
into  a  fund,  to  provide  for  any  such  payment)  on  account  of 
retirement,  or 

"(ii)  any  payment  or  series  of  payments  by  an  employer  to 
an  employee  or  any  of  his  dependents  upon  or  after  the 
termination  of  the  employee's  employment  relationship  be- 
cause of  retirement  after  attaining  an  age  specified  in  a 
plan  referred  to  in  section  209(mX2)  or  in  a  pension  plan  of  42  use  409. 
the  employer." 

(dXD  Except  as  otherwise  provided  in  this  subsection,  the  amend-  Effective 
ments  made  by  this  section  shall  apply  to  remuneration  paid  after 
December  31, 1983.  ^e^J^^e  3121 

(2)  Except  as  otherwise  provided  in  this  subsection,  the  amend- 
ments made  by  subsection  (b)  shall  apply  to  remuneration  paid  after 
December  31. 1984. 
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(3)  The  amendments  made  by  this  section  shall  not  apply  to 
employer  contributions  made  during  1984  and  attributable  to  serv- 
ices performed  during  1983  under  a  qualified  cash  or  deferred 
arrangement  (as  defined  in  section  401(k)  of  the  Internal  Revenue 
Code  of  1954)  if,  under  the  terms  of  such  arrangement  as  in  effect  on 
March  24, 1983— 

(A)  the  employee  makes  an  election  with  respect  to  such 
contribution  before  January  1, 1984,  and 

(B)  the  employer  identifies  the  amount  of  such  contribution 
before  January  1, 1984. 

In  the  case  of  the  amendments  made  by  subsection  (b),  the  preceding 
sentence  shall  be  applied  by  substituting  "1985"  for  "1984"  each 
place  it  appears  and  by  substituting  "during  1984"  for  "during 
1983". 

(4)  In  the  case  of  an  agreement  in  existence  on  March  24,  1983, 
between  a  nonqualified  deferred  compensation  plan  (as  defined  in 
section  3121(v)(2)(C)  of  the  Internal  Revenue  Code  of  1954,  as  added 
by  this  section)  and  an  individual — 

(A)  the  amendments  made  by  this  section  (other  than  subsec- 
tion (b))  shall  apply  with  respect  to  services  performed  by  such 
individual  after  December  31, 1983,  and 

(B)  the  amendments  made  by  subsection  (b)  shall  apply  with 
respect  to  services  performed  by  such  individual  after  December 
31, 1984. 

The  preceding  sentence  shall  not  apply  in  the  case  of  a  plan  to 
which  section  457(a)  of  such  Code  applies. 

EFFECT  OF  CHANGES  IN  NAMES  OF  STATE  AND  LOCAL  EMPLOYEE  GROUPS 

IN  UTAH 

Sec.  325.  (a)  Section  218(o)  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  new  sentence:  "Coverage 
provided  for  in  this  subsection  shall  not  be  affected  by  a  subsequent 
change  in  the  name  of  a  group.". 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  with 
respect  to  name  changes  made  before,  on,  or  after  the  date  of  the 
enactment  of  this  section. 

EFFECTIVE  DATES  OF  INTERNATIONAL  SOCIAL  SECURITY  AGREEMENTS 

Sec.  326.  (a)  Section  233(eX2)  of  the  Social  Security  Act  is  amended 
by  striking  out  "during  which  each  House  of  the  Congress  has  been 
in  session  on  each  of  90  days"  and  inserting  in  lieu  thereof  "during 
which  at  least  one  House  of  the  Congress  has  been  in  session  on  each 
of  60  days". 

(b)  The  amendment  made  by  subsection  (a)  shall  be  effective  on 
the  date  of  the  enactment  of  this  Act. 

CODIFICATION  OF  ROWAN  DECISION  WITH  RESPECT  TO  MEALS  AND 

LODGING 

Sec.  327.  (aXD  Subsection  (a)  of  section  3121  of  the  Internal 
Revenue  Code  of  1954  (defining  wages)  is  amended  by  striking  out 
"or"  at  the  end  of  paragraph  (17),  by  striking  out  the  period  at  the 
end  of  paragraph  (18)  and  inserting  in  lieu  thereof  ";  or",  and  by 
inserting  after  paragraph  (18)  the  following  new  paragraph: 
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"(19)  the  value  of  any  meals  or  lodging  furnished  by  or  on 
behalf  of  the  employer  if  at  the  time  of  such  furnishing  it  is 
reasonable  to  believe  that  the  employee  will  be  able  to  exclude 
such  items  from  income  under  section  119.". 
(2)  Section  209  of  the  Social  Security  Act  is  amended  by  striking   42  use  409. 
out  "or"  at  the  end  of  the  subsection  (p)  which  was  added  by  Public 
Law  95-472,  by  striking  out  the  period  at  the  end  of  subsection  (q)    92  Stat.  1333. 
and  inserting  in  lieu  thereof    or",  and  by  inserting  after  subsection 
(q)  the  following  new  subsection: 

"(r)  The  value  of  any  meals  or  lodging  furnished  by  or  on  behalf  of 
the  employer  if  at  the  time  of  such  furnishing  it  is  reasonable  to 
believe  that  the  employee  will  be  able  to  exclude  such  items  from 
income  under  section  119  of  the  Internal  Revenue  Code  of  1954.".    26  use  119. 

(b)  (1)  Subsection  (a)  of  section  3121  of  such  Code  is  amended  by  26  use  3i2i. 
inserting  after  and  below  paragraph  (19)  (as  added  by  subsection  (a) 

of  this  section)  the  following  new  sentence: 

"Nothing  in  the  regulations  prescribed  for  purposes  of  chapter  24 
(relating  to  income  tax  withholding)  which  provides  an  exclusion 
from  'wages'  as  used  in  such  chapter  shall  be  construed  to  require  a 
similar  exclusion  from  'wages'  in  the  regulations  prescribed  for 
purposes  of  this  chapter.". 

(2)  Section  209  of  the  Social  Security  Act  is  amended  by  inserting   42  use  409. 
immediately  after  and  below  subsection  (r)  (as  added  by  subsection 
(a)  of  this  section)  the  following  new  sentence: 

"Nothing  in  the  regulations  prescribed  for  purposes  of  chapter  24  of 

the  Internal  Revenue  Code  of  1954  (relating  to  income  tax  withhold-  26  use  340i 

ing)  which  provides  an  exclusion  from  'wages'  as  used  in  such  ^^^^^ 

chapter  shall  be  construed  to  require  a  similar  exclusion  from 

'wages'  in  the  regulations  prescribed  for  purposes  of  this  title.". 

(c)  Subsection  (b)  of  section  3306  of  the  Internal  Revenue  Code  of 

1954  (defining  wages)  is  amended—  26  use  3306. 

(1)  by  striking  out  "or"  at  the  end  of  paragraph  (12), 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (13)  and 
inserting  in  lieu  thereof  ",  or", 

(3)  by  adding  immediately  after  paragraph  (13)  the  following 
new  paragraph: 

"(14)  the  value  of  any  meals  or  lodging  furnished  by  or  on 
behalf  of  the  employer  if  at  the  time  of  such  furnishing  it  is 
reasonable  to  believe  that  the  employee  will  be  able  to  exclude 
such  items  from  income  under  section  119.",  and 

(4)  by  adding  at  the  end  thereof  the  following  new  flush 
sentence: 

"Nothing  in  the  regulations  prescribed  for  purposes  of  chapter  24 
(relating  to  income  tax  withholding)  which  provides  an  exclusion 
from  'wages'  as  used  in  such  chapter  shall  be  construed  to  require  a 
similar  exclusion  from  'wages'  in  the  regulations  prescribed  for 
purposes  of  this  chapter.". 

(dXD  Except  as  provided  in  paragraph  (2),  the  amendments  made  Effective 
by  subsections  (a)  and  Ot>)  shall  apply  to  remuneration  paid  after  ^^^^^ 
December  31, 1983.  ?6„.use  3121 

(2)  The  amendments  made  by  subsection  (c)  shall  apply  to  remu- 
neration paid  after  December  31, 1984. 


note. 
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TREATMENT  OF  CONTRIBUTIONS  UNDER  SIMPLIFIED  EMPLOYEE  PENSIONS 

Sec.  328.  (a)  Subparagraph  (D)  of  section  3121(a)(5)  of  the  Internal 
Revenue  Code  of  1954  (defining  wages)  is  amended  by  striking  out 
''section  219"  and  inserting  in  lieu  thereof  "section  219(b)(2)". 

(b)  Subsection  (e)  of  section  209  of  the  Social  Security  Act,  (as 
amended  by  section  324(c)(2)  of  this  Act)  is  further  amended  by 
striking  out  the  semicolon  at  the  end  thereof  and  inserting  in  lieu 
thereof  the  following:  or  (8)  under  a  simplified  employee  pension 
(as  defined  in  section  408(k)  of  the  Internal  Revenue  Code  of  1954)  if, 
at  the  time  of  the  payment,  it  is  reasonable  to  believe  that  the 
employee  will  be  entitled  to  a  deduction  under  section  219(b)(2)  of 
such  Code  for  such  payment;". 

(c)  Subparagraph  (D)  of  section  33060b)(5)  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  striking  out  "section  219"  and  inserting 
in  lieu  thereof  "section  219(bX2)". 

(d)  (1)  Except  as  provided  in  paragraph  (2),  the  amendments  made 
by  this  section  shall  apply  to  remuneration  paid  after  December  31, 
1983. 

(2)  The  amendments  made  by  subsection  (c)  shall  apply  to  remu- 
neration paid  after  December  31, 1984. 

Part  C— Other  Amendments 

technical  and  conforming  amendments  to  maximum 
family  benefit  provisions 

Sec.  331.  (a)(1)  Section  203(a)(3XA)  of  the  Social  Security  Act  is 
amended  by  striking  out  clause  (ii)  and  inserting  in  lieu  thereof  the 
following: 

"(ii)  an  amount  (I)  initially  equal  to  the  product  of  1.75  and 
the  primary  insurance  amount  that  would  be  computed  under 
section  215(a)(1),  for  January  of  the  year  determined  for  pur- 
poses of  this  clause  under  the  following  two  sentences,  with 
respect  to  average  indexed  monthly  earnings  equal  to  one- 
twelfth  of  the  contribution  and  benefit  base  determined  for  that 
year  under  section  230,  and  (II)  thereafter  increased  in  accord- 
ance with  the  provisions  of  section  215(iX2XAXii). 
The  year  established  for  purposes  of  clause  (ii)  shall  be  1983  or,  if  it 
occurs  later  with  respect  to  any  individual,  the  year  in  which 
occurred  the  month  that  the  application  of  the  reduction  provisions 
contained  in  this  subparagraph  began  with  respect  to  benefits  pay- 
able on  the  basis  of  the  wages  and  self-employment  income  of  the 
insured  individual.  If  for  any  month  subsequent  to  the  first  month 
for  which  clause  (ii)  applies  (with  respect  to  benefits  payable  on  the 
basis  of  the  wages  and  self-employment  income  of  the  insured 
individual)  the  reduction  under  this  subparagraph  ceases  to  apply, 
then  the  year  determined  under  the  preceding  sentence  shall  be 
redetermined  (for  purposes  of  any  subsequent  application  of  this 
subparagraph  with  respect  to  benefits  payable  on  the  basis  of  such 
wages  and  self-employment  income)  as  though  this  subparagraph 
had  not  been  previously  applicable.". 

(2)  Section  203(aX7)  of  such  Act  is  amended  by  striking  out  every- 
thing that  follows  "shall  be  reduced  to  an  amount  equal  to"  and 
inserting  in  lieu  thereof  "the  amount  determined  in  accordance  with 
the  provisions  of  paragraph  (3XAXii)  of  this  subsection,  except  that 
for  this  purpose  the  references  to  subparagraph  (A)  in  the  last  two 
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sentences  of  paragraph  (3)(A)  shall  be  deemed  to  be  references  to 
paragraph  (7).". 

(b)  Clause  (i)  in  the  last  sentence  of  section  203(b)(1)  of  such  Act  (as 
amended  by  section  132(b)  of  this  Act)  is  further  amended  by  strik-  Ante,  p.  94 
ing  out  "penultimate  sentence"  and  inserting  in  lieu  thereof  "first 
sentence  of  paragraph  (4)". 

(c)  The  amendments  made  by  subsection  (a)  shall  be  effective  with 
respect  to  payments  made  for  months  after  December  1983. 


Effective  date. 
42  use  403  note. 


RELAXATION  OF  INSURED  STATUS  REQUIREMENTS  FOR  CERTAIN 
WORKERS  PREVIOUSLY  ENTITLED  TO  A  PERIOD  OF  DISABILITY 

Sec.  332.  (a)  Section  216(i)(3)  of  the  Social  Security  Act  is 
amended — 

(1)  by  striking  out  the  semicolon  at  the  end  of  clause  (ii)  of 
subparagraph  (B)  and  inserting  in  lieu  thereof      or";  and 

(2)  by  inserting  after  clause  (ii)  of  such  subparagraph  the 
following  new  clause: 

"(iii)  in  the  case  of  an  individual  (not  otherwise  insured  under 
clause  (i))  who,  by  reason  of  clause  (ii),  had  a  prior  period  of 
disability  that  began  during  a  period  before  the  quarter  in 
which  he  or  she  attained  age  31,  not  less  than  one-half  of  the 
quarters  beginning  after  such  individual  attained  age  21  and 
ending  with  such  quarter  are  quarters  of  coverage,  or  (if  the 
number  of  quarters  in  such  period  is  less  than  12)  not  less  than 
6  of  the  quarters  in  the  12-quarter  period  ending  with  such 
quarter  are  quarters  of  coverage;". 

(b)  Section  223(c)(1)(B)  of  such  Act  is  amended— 

(1)  by  striking  out  the  semicolon  at  the  end  of  clause  (ii)  and 
inserting  in  lieu  thereof    or";  and 

(2)  by  inserting  after  clause  (ii)  the  following  new  clause: 

"(iii)  in  the  case  of  an  individual  (not  otherwise 
insured  under  clause  (i))  who,  by  reason  of  section 
216(i)(3)(B)(ii),  had  a  prior  period  of  disability  that 
began  during  a  period  before  the  quarter  in  which  he  or 
she  attained  age  31,  not  less  than  one-half  of  the  quar- 
ters beginning  after  such  individual  attained  age  21 
and  ending  with  the  quarter  in  which  such  month 
occurs  are  quarters  of  coverage,  or  (if  the  number  of 
quarters  in  such  period  is  less  than  12)  not  less  than  6 
of  the  quarters  in  the  12-quarter  period  ending  with 
such  quarter  are  quarters  of  coverage;". 

(c)  The  amendments  made  by  this  section  shall  be  effective  with 
respect  to  applications  for  disability  insurance  benefits  under  sec- 
tion 223  of  the  Social  Security  Act,  and  for  disability  determinations 
under  section  216(i)  of  such  Act,  filed  after  the  date  of  the  enactment 
of  this  Act,  except  that  no  monthly  benefits  under  title  II  of  the 
Social  Security  Act  shall  be  payable  or  increased  by  reason  of  the 
amendments  made  by  this  section  for  months  before  the  month 
following  the  month  of  enactment  of  this  Act. 


42  use  416. 


42  use  423. 


42  use  416. 


Effective  date. 
42  use  416  note. 
42  use  423. 
42  use  416. 

42  use  401. 


PROTECTION  OF  BENEFITS  OF  ILLEGITIMATE  CHILDREN  OF  DISABLED 
BENEFICIARIES 

Sec.  333.  (a)  The  last  sentence  of  section  216(h)(3)  of  the  Social 
Security  Act  is  amended  by  striking  out  "subparagraph  (A)(i)"  and 
inserting  in  lieu  thereof  "subparagraphs  (A)(i)  and  (B)(i)". 


42  use  416. 
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Effective  date.  (b)  The  amendment  made  by  subsection  (a)  shall  be  effective  on 
42  use  416  note,    the  date  of  the  enactment  of  this  Act. 

ONE-MONTH  RETROACTIVITY  OF  WIDOW'S  AND  WIDOWER's  INSURANCE 

BENEFITS 

42  use  402.  Sec.  334.  (a)  Section  202(j)(4)(B)  of  the  Social  Security  Act  is 

amended — 

(1)  by  redesignating  clauses  (iii)  and  (iv)  as  clauses  (iv)  and  (v), 
respectively;  and 

(2)  by  adding  after  clause  (ii)  the  following  new  clause: 

**(iii)  Subparagraph  (A)  does  not  apply  to  a  benefit  under  subsec- 
tion (e)  or  (D  for  the  month  immediately  preceding  the  month  of 
application,  if  the  insured  individual  died  in  that  preceding  month.". 
Effective  date.  (b)  The  amendments  made  by  subsection  (a)  shall  apply  with 
42  use  402  note,  respect  to  survivors  whose  applications  for  monthly  benefits  are 
filed  after  the  second  month  following  the  month  in  which  this  Act 
is  enacted. 


42  use  407. 


42  use  659. 


Ante,  p.  80. 


Ante,  p.  82. 

Effective  date. 
42  use  407  note. 


NONASSIGNABILITY  OF  BENEFITS 

Sec.  335.  (a)  Section  207  of  the  Social  Security  Act  is  amended — 

(1)  by  inserting  *'(a)"  before  'The  right";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  subsection: 
"(b)  No  other  provision  of  law,  enacted  before,  on,  or  after  the  date 

of  the  enactment  of  this  section,  may  be  construed  to  limit,  super- 
sede, or  otherwise  modify  the  provisions  of  this  section  except  to  the 
extent  that  it  does  so  by  express  reference  to  this  section.". 

(b)  (1)  Section  459(a)  of  such  Act  is  amended  by  inserting  "(includ- 
ing section  207)"  after  "any  other  provision  of  law". 

(2)(A)  Section  86(a)  of  the  Internal  Revenue  Code  of  1954  (as  added 
by  section  121(a)  of  this  Act)  is  amended  by  inserting  "(notwith- 
standing section  207  of  the  Social  Security  Act)"  before  "includes". 

(B)  Section  871(a)(3)(A)  of  such  Code  (as  added  by  section  121(cXl) 
of  this  Act)  is  amended  by  inserting  "(notwithstanding  section  207  of 
the  Social  Security  Act)"  after  "income". 

(c)  The  amendments  made  by  subsection  (a)  shall  apply  only  with 
respect  to  benefits  payable  or  rights  existing  under  the  Social 
Security  Act  on  or  after  the  date  of  the  enactment  of  this  Act. 


42  use  405. 


USE  OF  DEATH  CERTIFICATES  TO  PREVENT  ERRONEOUS  BENEFIT 
PAYMENTS  TO  DECEASED  INDIVIDUALS 

Sec.  336.  Section  205  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  subsection: 


USE  OF  DEATH  CERTIFICATES  TO  CORRECT  PROGRAM  INFORMATION 

"(rXD  The  Secretary  shall  undertake  to  establish  a  program  under 
which — 

"(A)  States  (or  political  subdivisions  thereoD  voluntarily  con- 
tract with  the  Secretary  to  furnish  the  Secretary  periodically 
with  information  (in  a  form  established  by  the  Secretary  in 
consultation  with  the  States)  concerning  individuals  with 
respect  to  whom  death  certificates  (or  equivalent  documents 
maintained  by  the  States  or  subdivisions)  have  been  officially 
filed  with  them;  and 
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"(B)  there  will  be  (i)  a  comparison  of  such  information  on  such 
individuals  with  information  on  such  individuals  in  the  records 
being  used  in  the  administration  of  this  Act,  (ii)  validation  of 
the  results  of  such  comparisons,  and  (iii)  corrections  in  such 
records  to  accurately  reflect  the  status  of  such  individuals. 
"(2)  Each  State  (or  political  subdivision  thereof)  which  furnishes 
the  Secretary  with  information  on  records  of  deaths  in  the  State  or 
subdivision  under  this  subsection  may  be  paid  by  the  Secretary  from 
amounts  available  for  administration  of  this  Act  the  reasonable 
costs  (established  by  the  Secretary  in  consultations  with  the  States) 
for  transcribing  and  transmitting  such  information  to  the  Secretary. 

''(3)  In  the  case  of  individuals  with  respect  to  whom  federally 
funded  benefits  are  provided  by  (or  through)  a  Federal  or  State 
agency  other  than  under  this  Act,  the  Secretary  shall  to  the  extent 
feasible  provide  such  information  through  a  cooperative  arrange- 
ment with  such  agency,  for  ensuring  proper  payment  of  those 
benefits  with  respect  to  such  individuals  if — 

"(A)  under  such  arrangement  the  agency  provides  reimburse- 
ment to  the  Secretary  for  the  reasonable  cost  of  carrying  out 
such  arrangement,  and 

*XB)  such  arrangement  does  not  conflict  with  the  duties  of  the 
Secretary  under  paragraph  (1). 
"(4)  The  Secretary  may  enter  into  similar  agreements  with  States 
to  provide  information  for  their  use  in  programs  wholly  funded  by 
the  States  if  the  requirements  of  (r)(3)(A)  and  (r)(3)(B)  are  met. 

"(5)  The  Secretary  may  use  or  provide  for  the  use  of  such  records 
as  may  be  corrected  under  this  section,  subject  to  such  safeguards  as 
the  Secretary  determines  are  necessary  or  appropriate  to  protect  the 
information  from  unauthorized  use  or  disclosure,  for  statistical  and 
research  activities  conducted  by  Federal  and  State  agencies. 

"(6)  Information  furnished  to  the  Secretary  under  this  subsection 
may  not  be  used  for  any  purpose  other  than  the  purpose  described  in 
this  subsection  and  is  exempt  from  disclosure  under  section  552  of 
title  5,  United  States  Code,  and  from  the  requirements  of  section 
552a  of  such  title. 

"(7)  The  Secretary  shall  include  information  on  the  status  of  the 
program  established  under  this  section  and  impediments  to  the 
effective  implementation  of  the  program  in  the  1984  report  required 
under  section  704  of  the  Act.". 


Cooperative 
arrangements 
with  State  or 
Federal 
agencies. 


Information 
protection. 


Information 

disclosure, 

exemption. 


42  use  904. 


PUBLIC  PENSION  OFFSET 

Sec.  337.  (a)  Subsections  ObX4XA),  (c)(2)(A),  (fK2XA),  and  (gX4XA)  of 
section  202  of  the  Social  Security  Act,  and  paragraph  (7XA)  of 
section  202(e)  of  such  Act  (as  redesignated  by  section  131(aX3)(A)  of 
this  Act),  are  each  amended — 

(1)  by  striking  out  "by  an  amount  equal  to  the  amount  of  any 
monthly  periodic  benefit"  and  inserting  in  lieu  thereof  "by  an 
amount  equal  to  two-thirds  of  the  amount  of  any  monthly 
periodic  benefit";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  sentence: 
"The  amount  of  the  reduction  in  any  benefit  under  this  subpar- 
agraph, if  not  a  multiple  of  $0.10,  shall  be  rounded  to  the  next 
higher  multiple  of  $0.10.". 

(h)  The  amendments  made  by  subsection  (a)  of  this  section  shall 
apply  only  with  respect  to  monthly  insurance  benefits  payable 
under  title  II  of  the  Social  Security  Act  to  individuals  who  initially 


42  use  402. 


Ante,  p.  92. 


Effective  date. 
42  use  402  note. 
42  use  401. 
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become  eligible  (as  defined  in  section  334  of  Public  Law  95-216)  for 
monthly  periodic  benefits  (within  the  meaning  of  the  provisions 
amended  by  subsection  (a))  for  months  after  June  1983. 

STUDY  CONCERNING  THE  ESTABLISHMENT  OF  THE  SOCIAL  SECURITY 
ADMINISTRATION  AS  AN  INDEPENDENT  AGENCY 

Sec.  338.  (a)  There  is  hereby  established,  under  the  authority  of 
the  Committee  on  Ways  and  Means  of  the  House  of  Representatives 
and  the  Committee  on  Finance  of  the  Senate,  a  joint  study  panel  to 
be  known  as  the  Joint  Study  Panel  on  the  Social  Security  Adminis- 
tration (hereafter  in  this  section  referred  to  as  the  "Panel").  The 
duties  of  the  Panel  shall  be  to  conduct  the  study  provided  for  in 
subsection  (c). 

(b)(1)  The  Panel  shall  be  composed  of  3  members,  appointed  jointly 
by  the  chairmen  of  the  Committee  on  Ways  and  Means  of  the  House 
of  Representatives  and  the  Committee  on  Finance  of  the  Senate  and 
such  chairmen  shall  jointly  select  one  member  of  the  Panel  to  serve 
as  chairman  of  the  Panel.  Members  of  the  Panel  shall  be  chosen,  on 
the  basis  of  their  integrity,  impartiality,  and  good  judgment,  from 
individuals  who,  as  a  result  of  their  training,  experience,  and  attain- 
ments, are  widely  recognized  by  professionals  in  the  fields  of  govern- 
ment administration,  social  insurance,  and  labor  relations  as  experts 
in  those  fields. 

(2)  Vacancies  in  the  membership  of  the  Panel  shall  not  affect  the 
power  of  the  remaining  members  to  perform  the  duties  of  the  Panel 
and  shall  be  filled  in  the  same  manner  in  which  the  original 
appointment  was  made. 

(3)  Each  member  of  the  Panel  not  otherwise  in  the  employ  of  the 
United  States  Government  shall  receive  the  daily  equivalent  of  the 
annual  rate  of  basic  pay  payable  for  level  V  of  the  Executive 
Schedule  under  section  5316  of  title  5,  United  States  Code,  for  each 
day  during  which  such  member  is  actually  engaged  in  the  perform- 
ance of  the  duties  of  the  Panel.  Each  member  of  the  Panel  shall  be 
allowed  travel  expenses  in  the  same  manner  as  any  individual 
employed  intermittently  by  the  Federal  Government  is  allowed 
travel  expenses  under  section  5703  of  title  5,  United  States  Code. 

(4)  By  agreement  between  the  chairmen  of  the  Committee  on 
Ways  and  Means  of  the  House  of  Representatives  and  the  Commit- 
tee on  Finance  of  the  Senate,  such  Committees  shall  provide  the 
Panel,  on  a  reimbursible  basis,  office  space,  clerical  personnel,  and 
such  supplies  and  equipment  as  may  be  necessary  for  the  Panel  to 
carry  out  its  duties  under  this  section.  Subject  to  such  limitations  as 
the  chairmen  of  such  Committees  may  jointly  prescribe,  the  Panel 
may  appoint  such  additional  personnel  as  the  Panel  considers  neces- 
sary and  fix  the  compensation  of  such  personnel  as  it  considers 
appropriate  at  an  annual  rate  which  does  not  exceed  the  rate  of 
basic  pay  then  payable  for  GS-18  of  the  General  Schedule  under 
section  5332  of  title  5,  United  States  Code,  and  may  procure  by 
contract  the  temporary  or  intermittent  services  of  clerical  personnel 
and  experts  or  consultants,  or  organizations  thereof. 

(5)  There  are  hereby  authorized  to  be  appropriated  to  the  Panel, 
from  amounts  in  the  general  fund  of  the  Treasury  not  otherwise 
appropriated,  such  sums  as  are  necessary  to  carry  out  the  purposes 
of  this  section. 

(cXD  The  Panel  shall  undertake,  as  soon  as  possible  after  the  date 
of  the  enactment  of  this  Act,  a  thorough  study  with  respect  to  the 
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implementation  of  removing  the  Social  Security  Administration 
from  the  Department  of  Health  and  Human  Services  and  establish- 
ing it  as  an  independent  agency  in  the  executive  branch  with  its 
own  independent  administrative  structure,  including  the  possibility 
of  such  a  structure  headed  by  a  board  appointed  by  the  President,  by 
and  with  the  advice  and  consent  of  the  Senate. 

(2)  The  Panel  in  its  study  under  paragraph  (1)  shall  address, 
analyze,  and  report  specifically  on  the  following  matters: 

(A)  the  manner  in  which  the  transition  to  an  independent 
agency  would  be  conducted; 

(B)  the  authorities  which  would  have  to  be  transferred  or 
amended  in  such  a  transition; 

(C)  the  program  or  programs  which  would  be  included  within 
the  jurisdiction  of  the  new  agency; 

(D)  the  legal  and  other  relationships  of  the  Social  Security 
Administration  with  other  organizations  which  would  be 
required  as  a  result  of  establishing  the  Social  Security  Adminis- 
tration as  an  independent  agency;  and 

(E)  any  other  details  which  may  be  necessary  for  the  develop- 
ment of  appropriate  legislation  to  establish  the  Social  Security 
Administration  as  an  independent  agency. 

(d)  The  Panel  shall  submit  to  the  Committee  on  Ways  and  Means 
of  the  House  of  Representatives  and  the  Committee  on  Finance  of 
the  Senate,  not  later  than  April  1,  1984,  a  report  of  the  findings  of 
the  study  conducted  under  subsection  (c),  together  with  any  recom- 
mendations the  Panel  considers  appropriate.  The  Panel  and  all 
authority  granted  in  this  section  shall  expire  thirty  days  after  the 
date  of  the  submission  of  its  report  under  this  section. 


Matters  to 
be  analyzed. 


Report  to 

congressional 

committees. 


Expiration  date. 


LIMITATION  ON  PAYMENTS  TO  PRISONERS 

Sec.  339.  (a)  Section  202  of  the  Social  Security  Act  is  amended  by  42  use  402. 
adding  at  the  end  thereof  the  following  new  subsection: 

"(xXD  Notwithstanding  any  other  provision  of  this  title,  no 
monthly  benefits  shall  be  paid  under  this  section  or  under  section 
223  to  any  individual  for  any  month  during  which  such  individual  is  42  use  423. 
confined  in  a  jail,  prison,  or  other  penal  institution  or  correctional 
facility,  pursuant  to  his  conviction  of  an  offense  which  constituted  a 
felony  under  applicable  law,  unless  such  individual  is  actively  and 
satisfactorily  participating  in  a  rehabilitation  program  which  has 
been  specifically  approved  for  such  individual  by  a  court  of  law  and, 
as  determined  by  the  Secretary,  is  expected  to  result  in  such  individ- 
ual being  able  to  engage  in  substantial  gainful  activity  upon  release 
and  within  a  reasonable  time. 

"(2)  Benefits  which  would  be  payable  to  any  individual  (other  than 
a  confined  individual  to  whom  benefits  are  not  payable  by  reason  of 
paragraph  (D)  under  this  title  on  the  basis  of  the  wages  and  self- 
employment  income  of  such  a  confined  individual  but  for  the  provi- 
sions of  paragraph  (1),  shall  be  payable  as  though  such  confined 
individual  were  receiving  such  benefits  under  this  section  or  section 
223. 

**(3)  Notwithstanding  the  provisions  of  section  552a  of  title  5, 
United  States  Code,  or  any  other  provision  of  Federal  or  State  law, 
any  agency  of  the  United  States  Government  or  of  any  State  (or 
political  subdivision  thereoD  shall  make  available  to  the  Secretary, 
upon  written  request,  the  name  and  social  security  account  number 
of  any  individual  who  is  confined  in  a  jail,  prison,  or  other  penal 
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institution  or  correctional  facility  under  the  jurisdiction  of  such 
agency,  pursuant  to  his  conviction  of  an  offense  which  constituted  a 
felony  under  applicable  law,  which  the  Secretary  may  require  to 
carry  out  the  provisions  of  this  subsection.". 
42  use  423.  (b)  Section  223  of  such  Act  is  amended  by  striking  out  sub- 

section (f). 

Effective  date.         (c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply 
42  use  402  note.    y/[th  respect  to  monthly  benefits  payable  for  months  beginning  on  or 
after  the  date  of  enactment  of  this  Act. 

REQUIREMENT  OB'  PREVIOUS  UNITED  STATES  RESIDENCY  FOR  AUEN 
DEPENDENTS  AND  SURVIVORS  LIVING  OUTSIDE  THE  UNITED  STATES 

42  use  402.  Sec.  340.  (a)  Section  202(t)  of  the  Social  Security  Act  is  amended— 

(1)  in  the  heading,  by  adding  after  ''United  States"  the  follow- 
ing: Residency  Requirements  for  Dependents  and  Survivors"; 
and 

(2)  by  adding  at  the  end  thereof  the  following  new  paragraph: 
''(11)(A)  Paragraph  (2)  and  subparagraphs  (A),  (B),  (C),  and  (E)  of 

paragraph  (4)  shall  apply  with  respect  to  an  individual's  monthly 
benefits  under  subsection  (b),  (c),  (d),  (e),  (f),  (g),  or  (h)  only  if  such 
individual  meets  the  residency  requirements  of  this  paragraph  with 
respect  to  those  benefits. 

"(B)  An  individual  entitled  to  benefits  under  subsection  Ot)),  (c),  (e), 
(f),  or  (g)  meets  the  residency  requirements  of  this  paragraph  with 
respect  to  those  benefits  only  if  such  individual  has  resided  in  the 
United  States,  and  while  so  residing  bore  a  spousal  relationship  to 
the  person  on  whose  wages  and  self-employment  income  such  enti- 
tlement is  based,  for  a  total  period  of  not  less  than  5  years.  For 
purposes  of  this  subparagraph,  a  period  of  time  for  which  an  individ- 
ual bears  a  spousal  relationship  to  another  person  consists  of  a 
period  throughout  which  the  individual  has  been,  with  respect  to 
such  other  person,  a  wife,  a  husband,  a  widow,  a  widower,  a  divorced 
wife,  a  divorced  husband,  a  surviving  divorced  wife,  a  surviving 
divorced  husband,  a  surviving  divorced  mother,  a  surviving  divorced 
father,  or  (as  applicable  in  the  course  of  such  period)  any  two  or 
more  of  the  foregoing. 

"(C)  An  individual  entitled  to  benefits  under  subsection  (d)  meets 
the  residency  requirements  of  this  paragraph  with  respect  to  those 
benefits  only  if— 

"(i)(I)  such  individual  has  resided  in  the  United  States  (as  the 
child  of  the  person  on  whose  wages  and  self-emplojnnent  income 
such  entitlement  is  based)  for  a  total  period  of  not  less  than  5 
years,  or 

"(II)  the  person  on  whose  wages  and  self-employment  income 
such  entitlement  is  based,  and  the  individual's  other  parent 
(within  the  meaning  of  subsection  (hX3)),  if  any,  have  each 
resided  in  the  United  States  for  a  total  period  of  not  less  than  5 
years  (or  died  while  residing  in  the  United  States),  and 

"(ii)  in  the  case  of  an  individual  entitled  to  such  benefits  as  an 
adopted  child,  such  individual  was  adopted  within  the  United 
States  by  the  person  on  whose  wages  and  self-employment 
income  such  entitlement  is  based,  and  has  lived  in  the  United 
States  with  such  person  and  received  at  least  one-half  of  his  or 
her  support  from  such  person  for  a  period  (beginning  before 
such  individual  attained  age  18)  consisting  of— 
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"(I)  the  year  immediately  before  the  month  in  which  such 
person  became  eUgible  for  old-age  insurance  benefits  or 
disability  insurance  benefits  or  died,  whichever  occurred 
first,  or 

"(II)  if  such  person  had  a  period  of  disability  which 
continued  until  he  or  she  became  entitled  to  old-age  insur- 
ance benefits  or  disability  insurance  benefits  or  died,  the 
year  immediately  before  the  month  in  which  such  period  of 
disability  began. 

"(D)  An  individual  entitled  to  benefits  under  subsection  (h)  meets 
the  residency  requirements  of  this  paragraph  with  respect  to  those 
benefits  only  if  such  individual  has  resided  in  the  United  States,  and 
while  so  residing  was  a  parent  (within  the  meaning  of  subsection 
(hX3))  of  the  person  on  whose  wages  and  self-employment  income 
such  entitlement  is  based,  for  a  total  period  of  not  less  than  5  years. 

"(E)  This  paragraph  shall  not  apply  with  respect  to  any  individual 
who  is  a  citizen  or  resident  of  a  foreign  country  with  which  the 
United  States  has  an  agreement  in  force  concluded  pursuant  to 
section  233,  except  to  the  extent  provided  by  such  agreement.". 

(b)  Paragraphs  (2)  and  (4)  of  section  202(t)  of  such  Act  are  each 
amended  by  striking  out  "Paragraph  (1)  shall  not  apply"  and  insert- 
ing in  lieu  thereof  "Subject  to  paragraph  (11),  paragraph  (1)  shall 
not  apply". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  any  individual  who  initially  becomes  eligible  for  benefits  under 
section  202  or  223  after  December  31, 1984. 


42  use  433. 
42  use  402. 


Effective  date. 
42  use  402  note. 


ADDITION  OF  PUBLIC  MEMBERS  TO  TRUST  FUND  BOARD  OF  TRUSTEES 

Sec.  341.  (a)  Section  201(c)  of  the  Social  Security  Act  is  amended—    Ante,  p.  107. 

(1)  in  the  first  sentence,  by  striking  out  "Secretary  of  Health, 
Education,  and  Welfare,  all  ex  officio"  and  inserting  in  lieu 
thereof  "Secretary  of  Health  and  Human  Services,  all  ex  officio, 
and  of  two  members  of  the  public  (both  of  whom  may  not  be 
from  the  same  political  party),  who  shall  be  nominated  by  the 
President  for  a  term  of  four  years  and  subject  to  confirmation 
by  the  Senate";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  sentence: 
"A  person  serving  on  the  Board  of  Trustees  shall  not  be  consid- 
ered to  be  a  fiduciary  and  shall  not  be  personally  liable  for 
actions  taken  in  such  capacity  with  respect  to  the  Trust 
Funds.". 

(b)  Section  1817(b)  of  such  Act  is  amended—  Ante,  p.  107. 

(1)  in  the  first  sentence,  by  striking  out  "Secretary  of  Health, 
Education,  and  Welfare,  all  ex  officio"  and  inserting  in  lieu 
thereof  "Secretary  of  Health  and  Human  Services,  all  ex  officio, 
and  of  two  members  of  the  public  Ot)oth  of  whom  may  not  be 
from  the  same  political  party),  who  shall  be  nominated  by  the 
President  for  a  term  of  four  years  and  subject  to  confirmation 
by  the  Senate";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  sentence: 
"A  person  serving  on  the  Board  of  Trustees  shall  not  be  consid- 
ered to  be  a  fiduciary  and  shall  not  be  personally  liable  for 
actions  taken  in  such  capacity  with  respect  to  the  Trust  Fund.". 

(c)  Section  1841(b)  of  such  Act  is  amended—  Ante,  p.  107. 

(1)  in  the  first  sentence,  by  striking  out  "Secretary  of  Health, 
Education,  and  Welfare,  all  ex  officio"  and  inserting  in  lieu 
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thereof  "Secretary  of  Health  and  Human  Services,  all  ex  officio, 
and  of  two  members  of  the  public  (both  of  whom  may  not  be 
from  the  same  political  party),  who  shall  be  nominated  by  the 
President  for  a  term  of  four  years  and  subject  to  confirmation 
by  the  Senate";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  sentence: 
"A  person  serving  on  the  Board  of  Trustees  shall  not  be  consid- 
ered to  be  a  fiduciary  and  shall  not  be  personally  liable  for 
actions  taken  in  such  capacity  with  respect  to  the  Trust  Fund.". 

Effective  date.         (d)  The  amendments  made  by  this  section  shall  become  effective 

42  use  401  note,   on  the  date  of  enactment  of  this  Act. 

PAYMENT  SCHEDULE  BY  STATE  AND  LOCAL  GOVERNMENTS 

Sec.  342.  (a)  Section  218(e)(lXA)  of  the  Social  Security  Act  is 
amended  to  read  as  follows: 

"(A)  that  the  State  will  pay  to  the  Secretary  of  the  Treasury— 
"(i)  on  the  last  day  of  each  calendar  month,  amounts 
equivalent  to  the  sum  of  the  taxes  which  would  be  imposed 
by  sections  3101  and  3111  of  the  Internal  Revenue  Code  of 
1954  with  respect  to  the  period  which  includes  the  first 
fifteen  days  of  such  calendar  month  if  the  services  for 
which  wages  were  paid  in  such  period  to  employees  covered 
by  the  agreement  constituted  employment  as  defined  in 
section  3121  of  such  Code,  and 

"(ii)  on  the  fifteenth  day  of  the  calendar  month  following 
such  calendar  month,  amounts  equivalent  to  the  sum  of  the 
taxes  which  would  be  imposed  by  sections  3101  and  3111  of 
such  Code  with  respect  to  the  period  beginning  with  the 
sixteenth  day  of  such  calendar  month  and  ending  with  the 
last  day  of  such  calendar  month  if  the  services  for  which 
wages  were  paid  in  such  period  to  employees  covered  by  the 
agreement  constituted  employment  as  defined  in  section 
3121  of  such  Code;  and". 
(b)  The  amendments  made  by  this  section  shall  apply  to  calendar 
months  beginning  after  December  31,  1983. 

EARNINGS  SHARING  IMPLEMENTATION  REPORT 

42  use  902  note.  Sec.  343.  (a)  The  Secretary  of  Health  and  Human  Services  (herein- 
after in  this  section  referred  to  as  the  "Secretary")  shall  develop,  in 
consultation  with  the  Committee  on  Finance  of  the  Senate  and  the 
Committee  on  Ways  and  Means  of  the  House  of  Representatives, 
proposals  for  earnings  sharing  legislation  as  described  in  subsection 
(b).  The  Secretary  shall  report  such  proposals  to  such  committees 
not  later  than  July  1,  1984.  The  report  and  proposals  provided  to 
such  committees  shall — 

(1)  take  into  account,  discuss,  and  analyze  the  impact  of 
earnings  sharing  on  various  categories  of  social  security 
beneficiaries  and  include  recommendations  for  the  implementa- 
tion of  earnings  sharing  which  may  be  necessary  to  provide 
adequate  protection  for  particular  classes  of  beneficiaries; 

(2)  include  specific  recommendations  with  respect  to  an  appro- 
priate and  feasible  time  period  or  time  periods  for  implementa- 
tion of  such  proposals  along  with  recommendations  for  any 
transition  provisions  which  may  be  necessary  or  appropriate; 
and 


42  use  418. 

26  use  3101, 
3111. 

26  use  3121. 

Effective  date. 
42  use  418  note. 
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(3)  provide  cost-impact  analyses  on  each  proposal  presented. 

(b)  For  the  purposes  of  subsection  (a),  the  term  "earnings  sharing" 
refers  to  proposals  that  the  combined  earnings  of  a  husband  and 
wife  during  the  period  of  their  marriage  shall  be  divided  equally  and 
shared  between  them  for  social  security  benefit  purposes. 

(c)  In  preparing  the  report  and  proposals  required  in  subsection 
(a),  the  Secretary  shall  include  consideration  and  analysis  of  the 
earnings  sharing  proposals  contained  in  (1)  S.  3,  98th  Congress,  1st 
Session,  (2)  H.R.  1513,  97th  Congress,  1st  Session,  and  (3)  the  earn- 
ings sharing  option  described  in  the  report  entitled  "Social  Security 
and  the  Changing  Roles  of  Men  and  Women",  submitted  to  the 
Congress  pursuant  to  Public  Law  95-216,  the  Social  Security 
Amendments  of  1977. 

(d)  In  carrying  out  subsections  (a),  (b),  and  (c),  the  Secretary  shall 
consult  with  the  Director  of  the  Congressional  Budget  Office.  Not 
later  than  30  days  after  the  Secretary  submits  the  report  required  in 
subsection  (a),  the  Director  of  the  Congressional  Budget  Office  shall 
submit  a  report  to  the  committees  identified  in  such  subsection  on 
the  methodologies,  recommendations,  and  analyses  used  in  the  Sec- 
retary's report. 


42  use  1305 
note. 


VETERANS  ADMINISTRATION  REORGANIZATION 

Sec.  344.  The  requirements  of  section  210a>)(2)(A)  of  title  38, 
United  States  Code,  shall  not  apply  to  the  planned  administrative 
reorganization  at  the  Veterans'  Administration  Los  Angeles  Data 
Processing  Center  involving  the  transfer  of  25  full-time  equivalent 
employees  from  the  Office  of  Data  Management  and  Technology  to 
the  Department  of  Medicine  and  Surgery  of  the  Veterans'  Adminis- 
tration. 

SOCIAL  SECURITY  CARDS 

Sec.  345.  (a)  Section  205(cX2)  of  the  Social  Security  Act  is  amended  42  use  405. 
by  adding  at  the  end  thereof  the  following  new  subparagraph: 

"(D)  The  Secretary  shall  issue  a  social  security  card  to  each 
individual  at  the  time  of  the  issuance  of  a  social  security  account 
number  to  such  individual.  The  social  security  card  shall  be  made  of 
banknote  paper,  and  (to  the  maximum  extent  practicable)  shall  be  a 
card  which  cannot  be  counterfeited.". 

(b)  The  amendment  made  by  this  section  shall  apply  with  respect  Effective  date, 
to  all  new  and  replacement  social  security  cards  issued  more  than  42  use  405  note. 
193  days  after  the  date  of  the  enactment  of  this  Act. 

(c)  Within  90  days  after  the  date  of  the  enactment  of  this  Act  the  Report  to 
Secretary  of  Health  and  Human  Services  shall  report  to  the  Con-  Congress, 
gress  on  his  plans  for  implementing  the  amendment  made  by  this 
section. 

BUDGETARY  TREATMENT  OF  TRUST  FUND  OPERATIONS 

Sec.  346.  (a)(1)  Title  VII  of  the  Social  Security  Act  (as  amended  by 
section  143  of  this  Act)  is  further  amended  by  adding  at  the  end  Ante,  p.  102. 
thereof  the  following  new  section: 


BUDGETARY  TREATMENT  OF  TRUST  FUND  OPERATIONS 

"Sec.  710.  The  disbursements  of  the  Federal  Old-Age  and  Survi-  42USe9ii. 
vors  Insurance  Trust  Fund,  the  Federal  Disability  Insurance  Trust 
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Fund,  the  Federal  Hospital  Insurance  Trust  Fund,  and  the  Federal 
Supplementary  Medical  Insurance  Trust  Fund  shall  be  treated  as  a 
separate  major  functional  category  in  the  budget  of  the  United 
States  Government  as  submitted  by  the  President  and  in  the  con- 
gressional budget,  and  the  receipts  of  such  Trust  Funds,  including 
the  taxes  imposed  under  sections  1401,  3101,  and  3111  of  the  Inter- 
nal Revenue  Code  of  1954,  shall  be  set  forth  separately  in  such 
budgets.". 

(2)  The  amendment  made  by  paragraph  (1)  shall  apply  with 
respect  to  fiscal  years  beginning  on  or  after  October  1,  1984,  and 
ending  on  or  before  September  30,  1992,  except  that  such  amend- 
ment shall  apply  with  respect  to  the  fiscal  year  beginning  on 
October  1,  1983,  to  the  extent  it  relates  to  the  congressional  budget. 

(h)  Effective  for  fiscal  years  beginning  on  or  after  October  1,  1992, 
section  710  of  such  Act  (as  added  by  subsection  (a)  of  this  section)  is 
amended  to  read  as  follows: 

"budgetary  treatment  of  trust  fund  operations 

''Sec.  710.  (a)  The  receipts  and  disbursements  of  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund,  the  Federal  Disability 
Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance  Trust 
Fund  and  the  taxes  imposed  under  sections  1401,  3101,  and  3111  of 
the  Internal  Revenue  Code  of  1954  shall  not  be  included  in  the  totals 
of  the  budget  of  the  United  States  Government  as  submitted  by  the 
President  or  of  the  congressional  budget  and  shall  be  exempt  from 
any  general  budget  limitation  imposed  by  statute  on  expenditures 
and  net  lending  (budget  outlays)  of  the  United  States  Government. 

''(b)  The  disbursements  of  the  Federal  Supplementary  Medical 
Insurance  Trust  Fund  shall  be  treated  as  a  separate  major  func- 
tional category  in  the  budget  of  the  United  States  Government  as 
submitted  by  the  President  and  in  the  congressional  budget,  and  the 
receipts  of  such  Trust  Fund  shall  be  set  forth  separately  in  such 
budgets.". 

liberalization  of  earnings  test 

Sec.  347.  (a)  Section  203(f)(3)  of  the  Social  Security  Act  is  amended 
by  striking  out  "50  per  centum  of  his  earnings  for  such  year  in 
excess  of  the  product  of  the  applicable  exempt  amount  as  deter- 
mined under  paragraph  (8)"  and  inserting  in  lieu  thereof  the  follow- 
ing: "33  Vs  percent  of  his  earnings  for  such  year  in  excess  of  the 
product  of  the  applicable  exempt  amount  as  determined  under 
paragraph  (8)  in  the  case  of  an  individual  who  has  attained  retire- 
ment age  (as  defined  in  section  216(1))  before  the  close  of  such 
taxable  year,  or  50  percent  of  his  earnings  for  such  year  in  excess  of 
such  product  in  the  case  of  any  other  individual". 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  only  with 
respect  to  taxable  years  beginning  after  December  1989,  and  only  in 
the  case  of  individuals  who  have  attained  retirement  age  (as  defined 
in  section  216(1)  of  the  Social  Security  Act). 

TITLE  IV— SUPPLEMENTAL  SECURITY  INCOME  BENEFITS 

increase  in  federal  SSI  BENEFIT  STANDARD 

Sec.  401.  (aXD  Section  1617  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  new  subsection: 
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"(c)  Effective  July  1, 1983— 

"(1)  each  of  the  dollar  amounts  in  effect  under  subsections 
(a)(1)(A)  and  (b)(1)  of  section  1611,  as  previously  increased  under    42  use  1382. 
this  section,  shall  be  increased  by  $240  (and  the  dollar  amount 
in  effect  under  subsection  (a)(1)(A)  of  section  211  of  Public  Law 
93-66,  as  previously  so  increased,  shall  be  increased  by  $120);    87  Stat.  154. 
and 

**(2)  each  of  the  dollar  amounts  in  effect  under  subsections 
(a)(2)(A)  and  (b)(2)  of  section  1611,  as  previously  increased  under 
this  section,  shall  be  increased  by  $360.". 
(2)  Section  1617(b)  of  such  Act  is  amended  by  striking  out  ''this    42  use  I382f. 
section"  and  inserting  in  lieu  thereof  ''subsection  (a)  of  this  section". 

(b)  Section  1617(a)(2)  of  such  Act  is  amended  by  inserting  ",  or,  if 
greater  (in  any  case  where  the  increase  under  title  II  was  deter-  42  use  40i. 
mined  on  the  basis  of  the  wage  increase  percentage  rather  than  the 
CPI  increase  percentage),  the  percentage  by  which  benefit  amounts 
under  title  II  would  be  increased  for  such  month  if  the  increase  had 
been  determined  on  the  basis  of  the  CPI  increase  percentage,"  after 
"are  increased  for  such  month". 


ADJUSTMENTS  IN  FEDERAL  SSI  PASS-THROUGH  PROVISIONS 

Sec.  402.  Section  1618  of  the  Social  Security  Act  is  amended  by    96  Stat.  1917. 
redesignating  the  subsection  (c)  which  was  added  by  Public  Law  97-    42  use  i382g. 
377  as  subsection  (d),  and  by  adding  at  the  end  thereof  the  following 
new  subsection: 

"(e)(1)  For  any  particular  month  after  March  1983,  a  State  which 
is  not  treated  as  meeting  the  requirements  imposed  by  paragraph  (4) 
of  subsection  (a)  by  reason  of  subsection  Ot>)  shall  be  treated  as 
meeting  such  requirements  if  and  only  if— 

"(A)  the  combined  level  of  its  supplementary  payments  (to 
recipients  of  the  type  involved)  and  the  amounts  payable  (to  or 
on  behalf  of  such  recipients)  under  section  1611(b)  of  this  Act 
and  section  211(a)(lXA)  of  Public  Law  93-66,  for  that  particular 
month, 
is  not  less  than — 

"(B)  the  combined  level  of  its  supplementary  payments  (to 
recipients  of  the  type  involved)  and  the  amounts  payable  (to  or 
on  behalf  of  such  recipients)  under  section  1611(b)  of  this  Act 
and  section  211(aXlXA)  of  Public  Law  93-66,  for  March  1983, 
increased  by  the  amount  of  all  cost-of-living  adjustments  under 
section  1617  (and  any  other  benefit  increases  under  this  title) 
which  have  occurred  after  March  1983  and  before  that  particu- 
lar month. 

"(2)  In  determining  the  amount  of  any  increase  in  the  combined 
level  involved  under  paragraph  (IXB)  of  this  subsection,  any  portion 
of  such  amount  which  would  otherwise  be  attributable  to  the  in- 
crease under  section  1617(c)  shall  be  deemed  instead  to  be  equal  to 
the  amount  of  the  cost-of-living  adjustment  which  would  have  oc- 
curred in  July  1983  (without  regard  to  the  3-percent  limitation 
contained  in  section  215(iXlXB))  if  section  111  of  the  Social  Security  42  use  415. 
Amendments  of  1983  had  not  been  enacted.".  p  '^2. 
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SSI  ELIGIBILITY  FOR  TEMPORARY  RESIDENTS  OF  EMERGENCY  SHELTERS 
FOR  THE  HOMELESS 

Sec.  403.  (a)  Section  1611(e)(1)  of  the  Social  Security  Act  is 
amended — 

(1)  by  striking  out  "subparagraph  (B)  and  (C)"  in  subpara- 
graph (A)  and  inserting  in  lieu  thereof  "subparagraphs  (B),  (C), 
and  (D)";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graph: 

"(D)  A  person  may  be  an  eligible  individual  or  eligible  spouse  for 
purposes  of  this  title  with  respect  to  any  month  throughout  which 
he  is  a  resident  of  a  public  emergency  shelter  for  the  homeless  (as 
defined  in  regulations  which  shall  be  prescribed  by  the  Secretary); 
except  that  no  person  shall  be  an  eligible  individual  or  eligible 
spouse  by  reason  of  this  subparagraph  more  than  three  months  in 
any  12-month  period.". 

(b)  The  amendments  made  by  subsection  (a)  shall  be  effective  with 
respect  to  months  after  the  month  in  which  this  Act  is  enacted. 

DISREGARDING  OF  EMERGENCY  AND  OTHER  IN-KIND  ASSISTANCE 
PROVIDED  BY  NONPROFIT  ORGANIZATIONS 

Sec.  404.  (a)  Section  1612(b)(13)  of  the  Social  Security  Act  is 
amended  by  striking  out  "any  assistance  received"  and  all  that 
follows  down  through  "(B)"  and  inserting  in  lieu  thereof  the  follow- 
ing: "any  support  or  maintenance  assistance  furnished  to  or  on 
behalf  of  such  individual  (and  spouse  if  any)  which  (as  determined 
under  regulations  of  the  Secretary  by  such  State  agency  as  the  chief 
executive  officer  of  the  State  may  designate)  is  based  on  need  for 
such  support  or  maintenance,  including  assistance  received  to  assist 
in  meeting  the  costs  of  home  energy  (including  both  heating  and 
cooling),  and  which". 

(b)  Section  402(a)(36)  of  such  Act  is  amended  by  striking  out  "shall 
not  include  as  income"  and  all  that  follows  down  through  "(B)"  and 
inserting  in  lieu  thereof  the  following:  "shall  not  include  as  income 
any  support  or  maintenance  assistance  furnished  to  or  on  behalf  of 
the  family  which  (as  determined  under  regulations  of  the  Secretary 
by  such  State  agency  as  the  chief  executive  officer  of  the  State  may 
designate)  is  based  on  need  for  such  support  and  maintenance, 
including  assistance  received  to  assist  in  meeting  the  costs  of  home 
energy  (including  both  heating  and  cooling),  and  which". 

(c)  The  amendments  made  by  this  section  shall  be  effective  with 
respect  to  months  which  begin  after  the  month  in  which  this  Act  is 
enacted  and  end  before  October  1, 1984. 

NOTIFICATION  REGARDING  SSI 

Sec.  405.  Prior  to  July  1,  1984,  the  Secretary  of  Health  and 
Human  Services  shall  notify  all  elderly  recipients  of  benefits  under 
title  II  of  the  Social  Security  Act  who  may  be  eligible  for  supplemen- 
tal security  income  benefits  under  title  XVI  of  such  Act  of  the 
availability  of  the  supplemental  security  income  program,  and  shall 
encourage  such  recipients  to  contact  the  Social  Security  district 
office.  Such  notification  shall  also  be  made  to  all  recipients  prior  to 
attainment  of  age  65,  with  the  notification  made  with  respect  to 
eligibility  for  supplementary  medical  insurance. 
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TITLE  V-UNEMPLOYMENT  COMPENSATION  PROVISIONS 
Part  A— Federal  Supplemental  Compensation 

EXTENSION  OF  PROGRAM 

Sec.  501.  (a)  Paragraph  (2)  of  section  602(f)  of  the  Federal  Supple- 
mental Compensation  Act  of  1982  is  amended  by  striking  out  96Stat.  702. 
"March  31,  1983"  and  inserting  in  lieu  thereof  "September  30,   26  use  3304 

1983"  note. 

(b)  Section  605(2)  of  such  Act  is  amended  by  striking  out  "April  1,   ^6  Stat.  705. 
1983"  and  inserting  in  lieu  thereof  "October  1, 1983".  26^usc  3304 

NUMBER  OF  WEEKS  FOR  WHICH  COMPENSATION  PAYABLE 

Sec.  502.  (a)  Subsection  (e)  of  section  602  of  the  Federal  Supple- 
mental Compensation  Act  of  1982  is  amended  by  redesignating   96  stat.  702. 
paragraph  (3)  as  paragraph  (4)  and  by  striking  out  paragraph  (2)  and    26  use  3304 
inserting  in  lieu  thereof  the  following  new  paragraphs: 

''(2)(A)  In  the  case  of  any  account  from  which  Federal  supplemen- 
tal compensation  was  first  payable  to  an  individual  for  a  week 
beginning  after  March  31,  1983,  the  amount  estabhshed  in  such 
account  shall  be  equal  to  the  lesser  of— 

55  per  centum  of  the  total  amount  of  regular  compensa- 
tion (including  dependents'  allowances)  payable  to  the  individ- 
ual with  respect  to  the  benefit  year  (as  determined  under  the 
State  law)  on  the  basis  of  which  he  most  recently  received 
regular  compensation,  or 

"(ii)  the  appUcable  limit  determined  under  the  following  table 
times  his  average  weekly  benefit  amount  for  his  benefit  year: 

"In  the  case  of  The  applicable 

weeks  during  a:  limit  is: 

6-percent  period  14 

5-percent  period  12 

4-percent  period  10 

Low-unemployment  period   8 

"(B)  In  the  case  of  any  State  whose  applicable  limit,  as  determined 
under  clause  (ii)  of  subparagraph  (A)  for  the  first  week  beginning 
after  March  27,  1983,  and  after  the  date  of  the  enactment  of  part  A 
of  title  V  of  the  Social  Security  Amendments  of  1983,  would  be  more  Supra. 
than  4  weeks  lower  than  the  number  of  weeks  applicable  to  such 
State  under  this  paragraph  as  in  effect  for  the  week  beginning 
March  27, 1983,  the  applicable  limit  for  such  State  for  that  week  and 
any  succeeding  week  shall  not  be  lower  than  4  less  than  the  number 
so  applicable  to  such  State  for  the  week  beginning  March  27,  1983. 

''(C)  In  the  case  of  any  account  from  which  Federal  supplemental 
compensation  was  payable  to  an  individual  for  a  week  beginning 
before  April  1, 1983,  the  amount  established  in  such  account  shall  be 
equal  to  the  lesser  of  the  subparagraph  (A)  entitlement  or  the  sum 
of- 

"(i)  the  subparagraph  (A)  entitlement  reduced  (but  not  below 
zero)  by  the  aggregate  amount  of  Federal  supplemental  compen- 
sation paid  to  such  individual  for  weeks  beginning  before  April 
1, 1983,  plus 

"(ii)  such  individual's  additional  entitlement. 
"(D)  For  purposes  of  subparagraph  (C)  and  this  subparagraph— 
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"(i)  The  term  'subparagraph  (A)  entitlement'  means  the 
amount  which  would  have  been  established  in  the  account  if 
subparagraph  (A)  had  applied  to  such  account, 
"(ii)  The  term  'additional  entitlement'  means  the  lesser  of— 
"(I)  three-fourths  of  the  subparagraph  (A)  entitlement,  or 
"(ID  the  applicable  limit  determined  under  the  following 
table  times  the  individual's  average  weekly  benefit  amount 
for  his  benefit  year: 


"In  the  case  of  The  applicable 

weeks  during  a:  limit  is: 

6-percent  period  10 

5-percent  period   8 

4-percent  period   8 

Low-employment  period   6 


"(E)  Except  as  provided  in  subparagraph  (C)(i),  for  purposes  of 
determining  the  amount  of  Federal  supplemental  compensation 
payable  for  weeks  beginning  after  March  31,  1983,  from  an  account 
described  in  subparagraph  (C),  no  reduction  in  such  account  shall  be 
made  by  reason  of  any  Federal  supplemental  compensation  paid  to 
the  individual  for  weeks  beginning  before  April  1, 1983. 

"(3)(A)  For  purposes  of  this  subsection,  the  terms  '6-percent 
period',  '5-percent  period',  %  percent  period',  and  low-unemploy- 
ment period'  mean,  with  respect  to  any  State,  the  period  which — 
"(i)  begins  with  the  3d  week  after  the  1st  week  in  which  the 
rate  of  insured  unemployment  in  the  State  for  the  period 
consisting  of  such  week  and  the  immediately  preceding  12 
weeks  falls  in  the  applicable  range,  and 

"(ii)  ends  with  the  3d  week  after  the  1st  week  in  which  the 
rate  of  insured  unemployment  for  the  period  consisting  of  such 
week  and  the  immediately  preceding  12  weeks  does  not  fall 
within  the  applicable  range. 
"(B)  For  purposes  of  subparagraph  (A),  the  applicable  range  is  as 
follows: 

"In  the  case  of  a:  The  applicable  range  is: 

6-percent  period   A  rate  equal  to  or  exceeding  6  percent. 

5-percent  period   A  rate  equal  to  or  exceeding  5  percent 

but  less  than  6  percent. 
4-percent  period   A  rate  equal  to  or  exceeding  4  percent 

but  less  than  5  percent. 
Low-employment  period   A  rate  less  than  4  percent. 

"(C)  No  6-percent  period,  5-percent  period,  or  4-percent  period,  as  the 
case  may  be,  shall  last  for  a  period  of  less  than  4  weeks  unless  the  State 
enters  a  period  with  a  higher  percentage  designation. 
"(D)  For  purposes  of  this  subsection — 

"(i)  The  rate  of  insured  unemployment  for  any  period  shall  be 
determined  in  the  same  manner  as  determined  for  purposes  of 
section  203  of  the  Federal-State  Extended  Unemployment  Com- 
pensation Act  of  1970. 

"(ii)  The  amount  of  an  individual's  average  weekly  benefit 
amount  shall  be  determined  in  the  same  manner  as  determined 
for  purposes  of  section  202(b)(1)(C)  of  such  Act." 
(b)(1)  Section  602(f)(2)  of  such  Act  is  amended  by  inserting  before 
the  period  at  the  end  thereof  the  following:  ";  except  that  in  the  case 
of  any  individual  who  received  such  compensation  for  the  week 
preceding  the  last  week  beginning  after  such  date,  such  compensa- 
tion shall  be  payable  to  such  individual  for  weeks  beginning  after 
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such  date,  but  the  total  amount  of  such  compensation  payable  for 
such  weeks  shall  be  limited  to  50  percent  of  the  total  amount  which 
would  otherwise  be  payable  for  such  weeks". 

(2)  Section  605(2)  of  such  Act  is  amended  by  inserting  before  the  96  Stat.  705. 
semicolon  the  following:  "(except  as  otherwise  provided  in  section  26  USC  3304 
602(f)(2))". 

(c)  Paragraph  (3)  of  section  602(d)  of  the  Federal  Supplemental  96  Stat.  702. 
Compensation  Act  of  1982  is  amended  to  read  as  follows:  note^^^  ^^^^ 

''(3)  the  maximum  amount  of  Federal  supplemental  compen-  ^ 
sation  payable  to  any  individual  for  whom  an  account  is  estab- 
lished under  subsection  (e)  shall  not  exceed  the  lesser  of  (A)  the 
amount  established  in  such  account  for  such  individual,  or  (B)  in 
the  case  of  an  individual  filing  a  claim  under  the  interstate 
benefit  payment  plan  for  Federal  supplemental  compensation, 
the  amount  which  would  have  been  established  in  such  account 
if  the  amount  established  in  such  account  were  determined  by 
reference  to  the  applicable  limit  under  subparagraph  (A)(ii)  or 
(D)(ii)  of  subsection  (eX2)  applicable  in  the  State  in  which  the 
individual  is  filing  such  interstate  claim  under  the  interstate 
benefit  payment  plan  for  the  week  in  which  he  is  filing  such 
claim." 

EFFECTIVE  DATE 

Sec.  503.  (a)  The  amendments  made  by  this  part  shall  apply  to  26  USC  3304 
weeks  beginning  after  March  31,  1983. 

(b)  In  the  case  of  any  eligible  individual — 

(1)  to  whom  any  Federal  supplemental  compensation  was 
payable  for  any  week  beginning  before  April  1,  1983,  and 

(2)  who  exhausted  his  rights  to  such  compensation  (by  reason 
of  the  payment  of  all  the  amount  in  his  Federal  supplemental 
compensation  account)  before  the  first  week  beginning  after 
March  31,  1983, 

such  individual's  eligibility  for  additional  weeks  of  compensation  by 
reason  of  the  amendments  made  by  this  part  shall  not  be  limited  or 
terminated  by  reason  of  any  event,  or  failure  to  meet  any  require- 
ment of  law  relating  to  eligibility  for  unemployment  compensation, 
occurring  after  the  date  of  such  exhaustion  of  rights  and  before 
April  1,  1983  (and  the  period  after  such  exhaustion  and  before 
April  1,  1983,  shall  not  be  counted  for  purposes  of  determining  the 
expiration  of  the  two  years  following  the  end  of  his  benefit  year  for 
purposes  of  section  6()20t))  of  the  Federal  Supplemental  Compensa- 
tion Act  of  1982). 

(c)  The  Secretary  of  Labor  shall,  at  the  earliest  practicable  date  State 
after  the  date  of  the  enactment  of  this  Act,  propose  to  each  State  modifications, 
with  which  he  has  in  effect  an  agreement  under  section  602  of  the 

Federal  Supplemental  Compensation  Act  of  1982  a  modification  of 
such  agreement  designed  to  provide  for  the  payment  of  Federal 
supplemental  compensation  under  such  Act  in  accordance  with  the 
amendments  made  by  this  part.  Notwithstanding  any  other  provi- 
sion of  law,  if  any  State  fails  or  refuses,  within  the  3-week  period 
beginning  on  the  date  the  Secretary  of  Labor  proposed  such  a 
modification  to  such  State,  to  enter  into  such  a  modification  of  such 
agreement,  the  Secretary  of  Labor  shall  terminate  such  agreement 
effective  with  the  end  of  the  last  week  which  ends  on  or  before  such 
3-week  period. 
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TRAINING 

96  Stat.  702.  Sec.  504.  Section  602  of  the  Federal  Supplemental  Compensation 

26  use  3304       Act  of  1982  is  amended  by  adding  at  the  end  thereof  the  following 
new  subsection: 

"(g)  The  payment  of  Federal  supplemental  compensation  shall  not 
be  denied  to  any  recipient  (who  submits  documentation  prescribed 
by  the  Secretary)  for  any  week  because  the  recipient  is  in  training  or 
attending  an  accredited  educational  institution  on  a  substantially 
full-time  basis,  or  because  of  the  application  of  State  law  to  any  such 
recipient  relating  to  the  availability  for  work,  the  active  search  for 
work,  or  the  refusal  to  accept  work  on  account  of  such  training  or 
attendance,  unless  the  State  agency  determines  that  such  training 
or  attendance  will  not  improve  the  opportunities  for  employment  of 
the  recipient.". 

COORDINATION  WITH  TRADE  READJUSTMENT  PROGRAM 

Sec.  505.  Subsection  (e)  of  section  602  of  the  Federal  Supplemental 
96  Stat.  702.  Compensation  Act  of  1982  is  amended  by  adding  at  the  end  thereof 
26  use  3304        the  following  new  paragraph: 

"(5)(A)  Except  as  provided  in  subparagraph  (B),  the  maximum 
amount  of  Federal  supplemental  compensation  payable  to  an  indi- 
vidual shall  not  be  reduced  by  reason  of  any  trade  readjustment 
allowance  to  which  the  individual  was  entitled  under  the  Trade  Act 
19  use  2101.        of  1974. 

"(B)  If  an  individual  received  any  trade  readjustment  allowance 
under  the  Trade  Act  of  1974  in  respect  of  any  benefit  year,  the 
maximum  amount  of  Federal  supplemental  compensation  payable 
under  this  subtitle  in  respect  of  such  benefit  year  shall  be  reduced 
(but  not  below  zero)  so  that  (to  the  extent  possible  by  making  such  a 
reduction)  the  aggregate  amount  of— 
"(i)  regular  compensation, 
"(ii)  extended  compensation, 
"(iii)  trade  readjustment  allowances,  and 
"(iv)  Federal  supplemental  compensation, 
payable  in  respect  of  such  benefit  year  does  not  exceed  the  aggregate 
amount  which  would  have  been  so  payable  had  the  individual  not 
been  entitled  to  any  trade  readjustment  allowance." 

Part  B— Provisions  Relating  to  Interest  and  Credit 
Reductions 

deferral  of  interest 

42  use  1322.  Sec.  511.  (a)  Section  1202(b)  of  the  Social  Security  Act  is  amended 

by  adding  at  the  end  thereof  the  following  new  paragraphs: 

"(8)(A)  With  respect  to  interest  due  under  this  section  on  Septem- 
ber 30  of  1983, 1984,  or  1985  (other  than  interest  previously  deferred 
under  paragraph  (3XC)),  a  State  may  pay  80  percent  of  such  interest 
in  four  annual  installments  of  at  least  20  percent  beginning  with  the 
year  after  the  year  in  which  it  is  otherwise  due,  if  such  State  meets 
the  criteria  of  subparagraph  (B).  No  interest  shall  accrue  on  such 
deferred  interest. 
"(B)  To  meet  the  criteria  of  this  subparagraph  a  State  must— 
"(i)  have  taken  no  action  since  October  1,  1982,  which  would 
reduce  its  net  unemployment  tax  effort  or  the  net  solvency  of  its 
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unemployment  system  (as  determined  for  purposes  of  section 

3302(0  of  the  Internal  Revenue  Code  of  1954);  and  26  use  3302. 

"(ii)(I)  have  taken  an  action  (as  certified  by  the  Secretary  of 
Labor)  after  March  31,  1982,  which  would  have  increased  reve- 
nue liabilities  and  decreased  benefits  under  the  State's  unem- 
ployment compensation  system  (hereinafter  referred  to  as  a 
'solvency  effort')  by  a  combined  total  of  the  applicable  percent- 
age (as  compared  to  such  revenues  and  benefits  as  would  have 
been  in  effect  without  such  State  action)  for  the  calendar  year 
for  which  the  deferral  is  requested;  or 

"(II)  have  had,  for  taxable  year  1982,  an  average  unemploy- 
ment tax  rate  which  was  equal  to  or  greater  than  2.0  percent  of 
the  total  of  the  wages  (as  determined  without  any  limitation  on 
amount)  attributable  to  such  State  subject  to  contribution  under 
the  State  unemployment  compensation  law  with  respect  to  such 
taxable  year. 

In  the  case  of  the  first  year  for  which  there  is  a  deferral  (over  a  4- 
year  period)  of  the  interest  otherwise  payable  for  such  year,  the 
applicable  percentage  shall  be  25  percent.  In  the  case  of  the  second 
such  year,  the  applicable  percentage  shall  be  35  percent.  In  the  case 
of  the  third  such  year,  the  applicable  percentage  shall  be  50  percent. 

"(C)(i)  The  base  year  is  the  first  year  for  which  deferral  under  this 
provision  is  requested  and  subsequently  granted.  The  Secretary  of 
Labor  shall  estimate  the  unemployment  rate  for  the  base  year.  To 
determine  whether  a  State  meets  the  requirements  of  subparagraph 
(B)(ii)(I),  the  Secretary  of  Labor  shall  determine  the  percentage  by 
which  the  benefits  and  taxes  in  the  base  year  with  the  application  of 
the  action  referred  to  in  subparagraph  (B)(ii)(I)  are  lower  or  greater, 
as  the  case  may  be,  than  such  benefits*  and  taxes  would  have  been 
without  the  application  of  such  action.  In  making  this  determina- 
tion, the  Secretary  shall  deem  the  application  of  the  action  referred 
to  in  subparagraph  (B)(ii)(I)  to  have  been  effective  for  the  base  year 
to  the  same  extent  as  such  action  is  effective  for  the  year  following 
the  year  for  which  the  deferral  is  sought.  Once  a  deferral  is  ap- 
proved under  clause  (ii)(I)  of  subparagraph  (B)  a  State  must  continue 
to  maintain  its  solvency  effort.  Failure  to  do  so  shall  result  in  the 
State  being  required  to  make  immediate  payment  of  all  deferred 
interest. 

"(ii)  Increases  in  the  taxable  wage  base  from  $6,000  to  $7,000  or 
increases  after  1984  in  the  maximum  tax  rate  to  5.4  percent  shall 
not  be  counted  for  purposes  of  meeting  the  requirement  of  subpara- 
graph (B). 

"(D)  In  the  case  of  a  State  which  produces  a  solvency  effort  of  50 
percent,  80  percent,  and  90  percent  rather  than  the  25  percent,  35 
percent,  and  50  percent  required  under  subparagraph  (B),  the  inter- 
est shall  be  computed  at  an  interest  rate  which  is  1  percentage  point 
less  than  the  otherwise  applicable  interest  rate. 

"(9)  Any  interest  otherwise  due  from  a  State  on  September  30  of  a 
calendar  year  after  1982  may  be  deferred  (and  no  interest  shall 
accrue  on  such  deferred  interest)  for  a  grace  period  of  not  to  exceed 
9  months  if,  for  the  most  recent  12-month  period  for  which  data  are 
available  before  the  date  such  interest  is  otherwise  due,  the  State 
had  an  average  total  unemployment  rate  of  13.5  percent  or  greater." 

(b)  Section  1202(bX7)  of  such  Act  is  amended  by  striking  out    and    42  use  1322. 
before  January  1,  1988". 
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42  use  1322.  (c)  Section  1202(b)(3)(C)(i)  of  the  Social  Security  Act  is  amended  by 

striking  the  matter  that  follows  clause  (II)  and  inserting  "No  inter- 
est shall  accrue  on  such  deferred  interest." 

CAP  ON  CREDIT  REDUCTION 

Sec.  512.  (a)(1)  Section  3302(f)  of  the  Internal  Revenue  Code  of 
1954  is  amended  by  adding  at  the  end  thereof  the  following  new 
paragraph: 

"(8)  Partial  limitation.— 

"(A)  In  the  case  of  a  State  which  would  meet  the  require- 
ments of  this  subsection  for  a  taxable  year  prior  to  1987  but 
for  its  failure  to  meet  one  of  the  requirements  contained  in 
subparagraph  (C)  or  (D)  of  paragraph  (2),  the  reduction 
under  subsection  (c)(2)  in  credits  otherwise  applicable  to 
taxpayers  in  such  State  for  such  taxable  year  and  each 
subsequent  year  (in  a  period  of  consecutive  years  for  each  of 
which  a  credit  reduction  is  in  effect  for  taxpayers  in  such 
State)  shall  be  reduced  by  0.1  percentage  point. 

"(B)  In  the  case  of  a  State  which  does  not  meet  the 
requirements  of  paragraph  (2)  but  meets  the  requirements 
of  subparagraphs  (A)  and  (B)  of  paragraph  (2)  and  which 
also  meets  the  requirements  of  section  1202(b)(8)(B)  of  the 
Social  Security  Act  with  respect  to  such  taxable  year,  the 
reduction  under  subsection  (c)(2)  in  credits  otherwise  appli- 
cable to  taxpayers  in  such  State  for  such  taxable  year  and 
each  subsequent  year  (in  a  period  of  consecutive  years  for 
each  of  which  a  credit  reduction  is  in  effect  for  taxpayers  in 
such  State)  shall  be  further  reduced  by  an  additional  0.1 
percentage  point. 

"(C)  In  no  case  shall  the  application  of  subparagraphs  (A) 
and  (B)  reduce  the  credit  reduction  otherwise  applicable 
under  subsection  (c)(2)  below  the  limitation  under  para- 
graph (1)." 

(2)  The  amendment  made  by  paragraph  (1)  shall  apply  with 
respect  to  taxable  year  1983  and  taxable  years  thereafter. 

(b)  Section  3302(f)(1)  of  such  Code  is  amended  by  striking  out 
"beginning  before  January  1,  1988,". 

average  employer  contribution  rate 

26  use  3302.  Sec.  513.  (a)  Section  3302(d)(4)(B)  of  the  Internal  Revenue  Code  of 

1954  is  amended  to  read  as  follows: 

"(B)(i)  for  purposes  of  subparagraph  (B)  of  subsection 
(c)(2),  the  total  of  the  wages  (as  determined  without  any 
limitation  on  amount)  attributable  to  such  State  subject  to 
contributions  under  this  chapter  with  respect  to  such  calen- 
dar year,  and 

"(ii)  for  purposes  of  subparagraph  (C)  of  subsection  (c)(2), 
the  total  of  the  remuneration  subject  to  contributions  under 
the  State  unemployment  compensation  law  with  respect  to 
such  calendar  year." 
(b)  Section  3302(c)(2)(B)(i)  of  such  Code  is  amended  by  striking  out 
"2.7"  and  inserting  in  lieu  thereof  "2.7  multiplied  by  a  fraction,  the 
numerator  of  which  is  the  wage  base  under  this  chapter  and  the 
denominator  of  which  is  the  estimated  United  States  average 


26  use  3302. 


Ante,  p.  144. 


Effective  date. 
26  use  3302 
note. 
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annual  wage  in  covered  employment  for  the  calendar  year  in  which 
the  determination  is  to  be  made". 

(c)  Section  3302(c)(2)(B)  of  such  Code  is  amended  by  inserting  after  25  use  3302. 
"(if  any)"  the  following:  ",  multiplied  by  a  fraction,  the  numerator  of 

which  is  the  State's  average  annual  wage  in  covered  employment  for 
the  calendar  year  in  which  the  determination  is  made  and  the 
determination  of  which  is  the  wage  base  under  this  chapter,". 

(d)  The  amendments  made  by  this  section  shall  be  effective  for  Effective  date, 
taxable  year  1983  and  taxable  years  thereafter.  26  use  3302 


DATE  FOR  PAYMENT  OF  INTEREST 

Sec.  514.  Section  1202(b)(3)(A)  of  the  Social  Security  Act  is 
amended  by  striking  out  "not  later  than"  and  inserting  in  lieu 
thereof  "prior  to". 


42  use  1322. 


PENALTY  FOR  FAILURE  TO  PAY  INTEREST 

Sec.  515.  (a)  Section  303(c)  of  the  Social  Security  Act  is  amended   42  use  503. 
by  striking  out  "or"  at  the  end  of  paragraph  (1),  striking  out  the 
period  at  the  end  of  paragraph  (2)  and  inserting  ";  or",  and  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(3)  that  any  interest  required  to  be  paid  on  advances  under 
title  XII  of  this  Act  has  not  been  paid  by  the  date  on  which  such 
interest  is  required  to  be  paid  or  has  been  paid  directly  or 
indirectly  (by  an  equivalent  reduction  in  State  unemployment 
taxes  or  otherwise)  by  such  State  from  amounts  in  such  State's 
unemployment  fund,  until  such  interest  is  properly  paid.", 
(b)  Section  3304(a)  of  the  Internal  Revenue  Code  of  1954  (relating  26  use  3304. 
to  certification  of  State  unemployment  compensation  laws)  is 
amended  by  redesignating  paragraph  (17)  as  paragraph  (18)  and  by 
inserting  after  paragraph  (16)  the  following  new  paragraph: 

"(17)  any  interest  required  to  be  paid  on  advances  under  title 
XII  of  the  Social  Security  Act  shall  be  paid  in  a  timely  manner 
and  shall  not  be  paid,  directly  or  indirectly  (by  an  equivalent 
reduction  in  State  unemployment  taxes  or  otherwise)  by  such 
State  from  amounts  in  such  State's  unemployment  fund;  and". 

Part  C— Miscellaneous  Provisions 


TREATMENT  OF  EMPLOYEES  PROVIDING  SERVICES  TO  EDUCATIONAL 

INSTITUTIONS 

Sec.  521.  (a)(1)  Section  3304(a)(6)(A)  of  the  Internal  Revenue  Code 
of  1954  is  amended  by  adding  at  the  end  thereof  the  following  new 
clause: 

"(v)  with  respect  to  services  to  which  section  3309(a)(1) 
applies,  if  such  services  are  provided  to  or  on  behalf  of  an 
educational  institution,  compensation  may  be  denied  under  the 
same  circumstances  as  described  in  clauses  (i)  through  (iv), 
and". 

(2)  Clauses  (ii)(I),  (iii),  and  (iv)  of  such  section  are  each  amended  by 
striking  out  "may  be  denied"  and  inserting  in  lieu  thereof  "shall  be 
denied  . 

(bXl)  Except  as  provided  in  paragraph  (2),  the  amendments  made 
by  this  section  shall  apply  in  the  case  of  compensation  paid  for 
weeks  beginning  on  or  after  April  1,  1984. 


26  use  3304. 


Effective  date. 
26  use  3304 
note. 
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Session. 


(2)  In  the  case  of  a  State  with  respect  to  which  the  Secretary  of 
Labor  has  determined  that  State  legislation  is  required  in  order  to 
comply  with  the  amendment  made  by  this  section,  the  amendment 
made  by  this  section  shall  apply  in  the  case  of  compensation  paid  for 
weeks  which  begin  on  or  after  April  1,  1984,  and  after  the  end  of  the 
first  session  of  the  State  legislature  which  begins  after  the  date  of 
the  enactment  of  this  Act,  or  which  began  prior  to  the  date  of  the 
enactment  of  this  Act  and  remained  in  session  for  at  least  twenty- 
five  calendar  days  after  such  date  of  enactment.  For  purposes  of  the 
preceding  sentence,  the  term  ''session"  means  a  regular,  special, 
budget,  or  other  session  of  a  State  legislature. 


26  use  3304 
note. 


Effective  date. 
26  use  3304 
note. 


EXTENDED  BENEFITS  FOR  INDIVDUALS  WHO  ARE  HOSPITALIZED  OR  ON 

JURY  DUTY 

Sec.  522.  (a)  Clause  (ii)  of  paragraph  (3)(A)  of  section  202(a)  of  the 
Federal-State  Extended  Unemployment  Compensation  Act  of  1970  is 
amended  to  read  as  follows: 

"(ii)  during  which  he  fails  to  actively  engage  in  seeking  work, 
unless  such  individual  is  not  actively  engaged  in  seeking  work 
because  such  individual  is,  as  determined  in  accordance  with 
State  law — 

"(I)  before  any  court  of  the  United  States  or  any  State 
pursuant  to  a  lawfully  issued  summons  to  appear  for  jury 
duty  (as  such  term  may  be  defined  by  the  Secretary  of 
Labor),  or 

"(II)  hospitalized  for  treatment  of  an  emergency  or  a  life- 
threatening  condition  (as  such  term  may  be  defined  by  such 
Secretary), 

if  such  exemptions  in  clauses  (I)  and  (II)  apply  to  recipients  of 
regular  benefits,  and  the  State  chooses  to  apply  such  exemp- 
tions for  recipients  of  extended  benefits.". 
Ob)  The  amendment  made  by  this  section  shall  become  effective  on 
the  date  of  the  enactment  of  this  Act. 


VOLUNTARY  HEALTH  INSURANCE  PROGRAMS  PERMITTED 

Sec.  523.  (a)  Amendment  of  Internal  Revenue  Code  of  1954.— 
26  use  3304.  Paragraph  (4)  of  section  3304(a)  of  the  Internal  Revenue  Code  of  1954 
(relating  to  requirements  for  approval  of  State  unemployment  com- 
pensation laws)  is  amended  by  striking  out  "and"  at  the  end  of 
subparagr'aph  (A),  by  adding  "and"  at  the  end  of  subparagraph 
(B),  and  by  adding  after  subparagraph  (B)  the  following  new 
subparagraph: 

(C)  nothing  in  this  paragraph  shall  be  construed  to 
prohibit  deducting  an  amount  from  unemployment  compen- 
sation otherwise  payable  to  an  individual  and  using  the 
amount  so  deducted  to  pay  for  health  insurance  if  the 
individual  elected  to  have  such  deduction  made  and  such 
deduction  was  made  under  a  program  approved  by  the 
Secretary  of  Labor;". 
Ot))  Amendment  of  Social  Security  Act. — Paragraph  (5)  of 
42  use  503.        section  303(a)  of  the  Social  Security  Act  is  amended  by  striking  out 
";  and"  at  the  end  thereof  and  inserting  in  lieu  thereof  "•  Provided 
further,  That  nothing  in  this  paragraph  shall  be  construed  to  prohib- 
it deducting  an  amount  from  unemployment  compensation  other- 
wise payable  to  an  individual  and  using  the  amount  so  deducted  to 
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pay  for  health  insurance  if  the  individual  elected  to  have  such 
deduction  made  and  such  deduction  was  made  under  a  program 
approved  by  the  Secretary  of  Labor;  and". 

(c)  Effective  Date.— The  amendments  made  by  this  section  shall  26  use  3304 
take  effect  on  the  date  of  the  enactment  of  this  Act. 


note. 


TREATMENT  OF  CERTAIN  ORGANIZATIONS  RETROACTIVELY  DETERMINED 
TO  BE  DESCRIBED  IN  SECTION  501(C)  (3)  OF  THE  INTERNAL  REVENUE 
CODE  OF  1954 


26  use  3303 
note. 

26  use  3309. 


26  use  501. 


Sec.  524.  If— 

(1)  an  organization  did  not  make  an  election  to  make  pay- 
ments (in  lieu  of  contributions)  as  provided  in  section  3309(a)(2) 
of  the  Internal  Revenue  Ckxie  of  1954  before  April  1,  1972, 
because  such  organization,  as  of  such  date,  was  treated  as  an 
organization  described  in  section  501(c)(4)  of  such  Code, 

(2)  the  Internal  Revenue  Service  subsequently  determined 
that  such  organization  was  described  in  section  501(c)(3)  of  such 
Code,  and 

(3)  such  organization  made  such  an  election  before  the  earlier 
of— 

(A)  the  date  18  months  after  such  election  was  first 
available  to  it  under  the  State  law,  or 

(B)  January  1, 1984, 

then  section  3303(f)  of  such  Code  shall  be  applied  v/ith  respect  to  26  use  3303 
such  organization  as  if  it  did  not  contain  the  requirement  that  the 
election  be  made  before  April  1,  1972,  and  by  substituting  "Jan- 
uary 1, 1982"  for  "January  1, 1969". 

TITLE  VI-PROSPECTIVE  PAYMENTS  FOR  MEDICARE 
INPATIENT  HOSPITAL  SERVICES 


MEDICARE  PAYMENTS  FOR  INPATIENT  HOSPITAL  SERVICES  ON  THE  BASIS 
OF  PROSPECTIVE  RATES 


96  Stat.  331. 
42  use  1395WW. 


Sec.  601.  (a)(1)  Subsection  (a)(1)  of  section  1886  of  the  Social 
Security  Act  is  amended  by  adding  at  the  end  the  following  new 
subparagraph: 

"(D)  Subparagraph  (A)  shall  not  apply  to  cost  reporting  periods 
beginning  on  or  after  October  1, 1983.  . 

(2)  Subsection  (a)(4)  of  such  section  is  amended  by  adding  at  the 
end  the  following  new  sentence:  "Such  term  does  not  include  costs  of 
approved  educational  activities,  or,  with  respect  to  costs  incurred  in 
cost  reporting  periods  beginning  prior  to  October  1,  1986,  capital- 
related  costs,  as  defined  by  the  Secretary.". 

(3)  It  is  the  intent  of  Congress  that,  in  considering  the  implemen- 
tation of  a  system  for  including  capital-related  costs  under  a  pro- 
spectively determined  payment  rate  for  inpatient  hospital  services, 
costs  related  to  capital  projects  for  which  expenditures  are  obligated 
on  or  after  the  effective  date  of  the  implementation  of  such  a 
system,  may  or  may  not  be  distinguished  and  treated  differently 
from  costs  of  projects  for  which  expenditures  were  obligated  before 
such  date. 

(b)  Section  1886(b)  of  such  Act  is  amended— 

(1)  by  striking  out  "Notwithstanding  sections  1814(b),  but  42  use  i395f 
subject  to  the  provisions  of  sections"  in  paragraph  (1)  and 


42  use  1395WW 
note. 
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inserting  in  lieu  thereof  * 'Notwithstanding  section  1814(b)  but 
subject  to  the  provisions  of  section"; 

(2)  by  inserting  "(other  than  a  subsection  (d)  hospital,  as 
defined  in  subsection  (d)(1)(B))"  in  the  matter  before  subpara- 
graph (A)  of  paragraph  (1)  after  "of  a  hospital"; 

(3)  by  inserting,  in  the  matter  in  paragraph  (1)  following 
subparagraph  (B),  "(other  than  on  the  basis  of  a  DRG  prospec- 
tive payment  rate  determined  under  subsection  (d))"  after  "pay- 
able under  this  title"; 

(4)  by  repealing  paragraph  (2); 

(5)  by  inserting  "and  subsection  (d)  and  except  as  provided  in 
subsection  (e)"  in  paragraph  (3)(B)  after  "subparagraph  (A)"; 

(6)  by  inserting  "or  fiscal  year"  after  "cost  reporting  period" 
each  place  it  appears  in  paragraph  (3)(B); 

(7)  by  inserting  "before  the  beginning  of  the  period  or  year"  in 
paragraph  (3)(B)  after  "estimated  by  the  Secretary"; 

(8)  by  striking  out  "exceeds"  in  paragraph  (3)(B)  and  inserting 
in  lieu  thereof  "will  exceed";  and 

(9)  by  repealing  paragraph  (6),  effective  with  respect  to  cost 
reporting  periods  beginning  on  or  after  October  1,  1982,  and  by 
inserting  after  paragraph  (5),  effective  with  respect  to  cost 
reporting  periods  beginning  on  or  after  October  1,  1983,  the 
following  new  paragraph  (6): 

"(6)  In  the  case  of  any  hospital  which  becomes  subject  to  the  taxes 
26  use  3111.  under  section  3111  of  the  Internal  Revenue  Code  of  1954,  with 
respect  to  any  or  all  of  its  employees,  for  part  or  all  of  a  cost 
reporting  period,  and  was  not  subject  to  such  taxes  with  respect  to 
any  or  all  of  its  employees  for  all  or  part  of  the  12-month  base  cost 
reporting  period  referred  to  in  subsection  (b)(3)(A)(i),  the  Secretary 
shall  provide  for  an  adjustment  by  increasing  the  base  period 
amount  described  in  such  subsection  for  such  hospital  by  an  amount 
equal  to  the  amount  of  such  taxes  which  would  have  been  paid  or 
accrued  by  such  hospital  for  such  base  period  if  such  hospital  had 
been  subject  to  such  taxes  for  all  of  such  base  period  with  respect  to 
all  its  employees,  minus  the  amount  of  any  such  taxes  actually  paid 
or  accrued  for  such  base  period.". 

(c)(1)  Subsection  (c)(1)  of  such  section  is  amended— 

(A)  by  striking  out  "and"  at  the  end  of  subparagraph  (B), 

(B)  by  striking  out  the  period  at  the  end  of  subparagraph  (C) 
and  inserting  in  lieu  thereof  a  semicolon,  and 

(C)  by  adding  at  the  end  the  following: 

"(D)  the  Secretary  determines  that  the  system  will  not  pre- 
42  use  1395mm.         clude  an  eligible  organization  (as  defined  in  section  1876(b)) 
from  negotiating  directly  with  hospitals  with  respect  to  the 
organization's  rate  of  payment  for  inpatient  hospital  services; 
and 

"(E)  the  Secretary  determines  that  the  system  requires  hospi- 
42  use  1395CC.  tals  to  meet  the  requirement  of  section  1866(a)(1)(G)  and  the 

system  provides  for  the  exclusion  of  certain  costs  in  accordance 
42  use  I395y.  with  section  1862(a)(14)  (except  for  such  waivers  thereof  as  the 

Secretary  provides  by  regulation). 
The  Secretary  cannot  deny  the  application  of  a  State  under  this 
subsection  on  the  ground  that  the  State's  hospital  reimbursement 
control  system  is  based  on  a  payment  methodology  other  than  on 
the  basis  of  a  diagnosis-related  group  or  on  the  ground  that  the 
amount  of  payments  made  under  this  title  under  such  system  must 
be  less  than  the  amount  of  payments  which  would  otherwise  have 
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been  made  under  this  title  not  using  such  system.  If  the  Secretary 
determines  that  the  conditions  described  in  subparagraph  (C)  are 
based  on  maintaining  payment  amounts  at  no  more  than  a  specified 
percentage  increase  above  the  payment  amounts  in  a  base  period, 
the  State  has  the  option  of  applying  such  test  (for  inpatient  hospital 
services  under  part  A)  on  an  aggregate  payment  basis  or  on  the 
basis  of  the  amount  of  payment  per  inpatient  discharge  or  admis- 
sion. If  the  Secretary  determines  that  the  conditions  described  in 
subparagraph  (C)  are  based  on  maintaining  aggregate  payment 
amounts  below  a  national  average  percentage  increase  in  total 
payments  under  part  A  for  inpatient  hospital  services,  the  Secretary 
cannot  deny  the  application  of  a  State  under  this  subsection  on  the 
ground  that  the  State's  rate  of  increase  in  such  payments  for  such 
services  must  be  less  than  such  national  average  rate  of  increase." 

(2)  Subsection  (c)(3)  of  such  section  is  amended — 

(A)  by  striking  out  "requirement  of  paragraph  (1)(A)"  and 
inserting  in  lieu  thereof  * 'requirements  of  subparagraphs  (A), 
(D),  and  (E)  of  paragraph  (1)  and,  if  applicable,  the  requirements 
of  paragraph  (5),",  and 

(B)  by  inserting  "(or,  if  applicable,  in  paragraph  (5))"  in 
subparagraph  (B)  after  "paragraph  (1)". 

(3)  Subsection  (c)  of  such  section  is  further  amended  by  adding  at 
the  end  the  following  new  paragraphs: 

"(4)  The  Secretary  shall  approve  the  request  of  a  State  under 
paragraph  (1)  with  respect  to  a  hospital  reimbursement  control 
system  if — 

"(A)  the  requirements  of  subparagraphs  (A),  (B),  (C),  and  (D)  of 
paragraph  (1)  have  been  met  with  respect  to  the  system,  and 
"(B)  with  respect  to  that  system  a  waiver  of  certain  require- 
ments of  title  XVIII  of  the  Social  Security  Act  has  been  42  use  1395. 
approved  on  or  before  (and  which  is  in  effect  as  of)  the  date  of 
the  enactment  of  the  Social  Security  Amendments  of  1983, 
pursuant  to  section  402(a)  of  the  Social  Security  Amendments  of  42  use  i395b-i. 
1967  or  section  222(a)  of  the  Social  Security  Amendments  of 


With  respect  to  a  State  system  described  in  this  paragraph,  the 
Secretary  shall  judge  the  effectiveness  of  such  system  on  the  basis  of 
its  rate  of  increase  or  inflation  in  inpatient  hospital  payments  for 
individuals  under  this  title,  as  compared  to  the  national  rate  of 
increase  or  inflation  for  such  payments,  with  the  State  retaining  the 
option  to  have  the  test  applied  on  the  basis  of  the  aggregate  pay- 
ment or  payments  per  inpatient  admission  or  discharge  during  the 
three  cost  reporting  periods  beginning  on  or  after  October  1,  1983, 
after  which  such  test,  at  the  option  of  the  Secretary,  shall  no  longer 
apply,  and  such  State  systems  shall  be  treated  in  the  same  manner 
as  under  other  waivers. 

"(5)  The  Secretary  shall  approve  the  request  of  a  State  under 
paragraph  (1)  with  respect  to  a  hospital  reimbursement  control 
system  if— 

"(A)  the  requirements  of  subparagraphs  (A),  (B),  (C),  (D),  and 
(E)  of  paragraph  (1)  have  been  met  with  respect  to  the  system; 
"(B)  the  Secretary  determines  that  the  system — 

"(i)  is  operated  directly  by  the  State  or  by  an  entity 
designated  pursuant  to  State  law, 

"(ii)  provides  for  payment  of  hospitals  covered  under  the 
system  under  a  methodology  (which  sets  forth  exceptions 
and  adjustments,  as  well  as  any  method  for  changes  in  the 


1972. 


42  use  1395b-l 
note. 
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methodology)  by  which  rates  or  amounts  to  be  paid  for 
hospital  services  during  a  specified  period  are  established 
under  the  system  prior  to  the  defined  rate  period,  and 
"(iii)  hospitals  covered  under  the  system  will  make  such 
reports  (in  lieu  of  cost  and  other  reports,  identified  by  the 
Secretary,  otherwise  required  under  this  title)  as  the  Secre- 
tary may  require  in  order  to  properly  monitor  assurances 
provided  under  this  subsection; 
**(C)  the  State  has  provided  the  Secretary  with  satisfactory 
assurances  that  operation  of  the  system  will  not  result  in  any 
change  in  hospital  admission  practices  which  result  in— 

"(i)  a  significant  reduction  in  the  proportion  of  patients 
(receiving  hospital  services  covered  under  the  system)  who 
have  no  third-party  coverage  and  who  are  unable  to  pay  for 
hospital  services, 

*'(ii)  a  significant  reduction  in  the  proportion  of  individ- 
uals admitted  to  hospitals  for  inpatient  hospital  services  for 
which  payment  is  (or  is  likely  to  be)  less  than  the  antici- 
pated charges  for  or  costs  of  such  services, 

"(iii)  the  refusal  to  admit  patients  who  would  be  expected 
to  require  unusually  costly  or  prolonged  treatment  for  rea- 
sons other  than  those  related  to  the  appropriateness  of  the 
care  available  at  the  hospital,  or 

"(iv)  the  refusal  to  provide  emergency  services  to  any 
person  who  is  in  need  of  emergency  services  if  the  hospital 
provides  such  services; 
"(D)  any  change  by  the  State  in  the  system  which  has  the 
effect  of  materially  reducing  payments  to  hospitals  can  only 
take  effect  upon  60  days  notice  to  the  Secretary  and  to  the 
hospitals  the  payment  to  which  is  likely  to  be  materially 
affected  by  the  change;  and 

"(E)  the  State  has  provided  the  Secretary  with  satisfactory 
assurances  that  in  the  development  of  the  system  the  State  has 
consulted  with  local  governmental  officials  concerning  the 
impact  of  the  system  on  public  hospitals. 
The  Secretary  shall  respond  to  requests  of  States  under  this  para- 
graph within  60  days  of  the  date  the  request  is  submitted  to  the 
Secretary. 

"(6)  If  the  Secretary  determines  that  the  assurances  described  in 
paragraph  (1)(C)  have  not  been  met  with  respect  to  any  36-month 
period,  the  Secretary  may  reduce  payments  under  this  title  to 
hospitals  under  the  system  in  an  amount  equal  to  the  amount  by 
which  the  payment  under  this  title  under  such  system  for  such 
period  exceeded  the  amount  of  payments  which  would  otherwise 
have  been  made  under  this  title  not  using  such  system.", 
(d)  Subsection  (d)  of  such  section,  as  added  by  section  110  of  the 
96  Stat.  339.        Tax  Equity  and  Fiscal  Responsibility  Act  of  1982,  is  amended— 
42  use  1395WW.  (i)      striking  out  "section  1814(b)"  in  paragraph  (2)(A)  and 

inserting  in  lieu  thereof  "subsection  (b)",  and 

(2)  by  redesignating  the  subsection  as  subsection  (j)  and  trans- 
ferring and  inserting  such  subsection  at  the  end  of  section  1814 
42  use  I395f.  of  the  Social  Security  Act  under  the  following  heading: 

"Elimination  of  Lesser-of-Cost-or-Charges  Provision". 

96  Stat.  331.  (e)  Such  section  1886  is  further  amended  by  adding  at  the  end  the 

42  use  1395WW.    following  new  subsections: 
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"(dXlXA)  Notwithstanding  section  1814(b)  but  subject  to  the  provi- 
sions of  section  1813,  the  amount  of  the  payment  with  respect  to  the  42  use  i395f, 
operating  costs  of  inpatient  hospital  services  (as  defined  in  subsec-  i395e. 
tion  (aX4))  of  a  subsection  (d)  hospital  (as  defined  in  subparagraph 
(B))  for  inpatient  hospital  discharges  in  a  cost  reporting  period  or  in 
a  fiscal  year— 

"(i)  beginning  on  or  after  October  1, 1983,  and  before  October 
1, 1984,  is  equal  to  the  sum  of— 

"(I)  the  target  percentage  (as  defined  in  subparagraph  (O) 
of  the  hospital's  target  amount  for  the  cost  reporting  period 
(as  defined  in  subsection  (bX3XA),  but  determined  without 
the  application  of  subsection  (a)),  and 

''(II)  the  DRG  percentage  (as  defined  in  subparagraph  (O) 
of  the  regional  adjusted  DRG  prospective  payment  rate 
determined  under  paragraph  (2)  for  such  discharges; 
"(ii)  beginning  on  or  after  October  1, 1984,  and  before  October 
1, 1986,  is  equal  to  the  sum  of— 

"(I)  the  target  percentage  (as  defined  in  subparagraph  (O) 
of  the  hospital's  target  amount  for  the  cost  reporting  period 
(as  defined  in  subsection  CbX3XA),  but  determined  without 
the  application  of  subsection  (a)),  and 

''(II)  the  DRG  percentage  (as  defined  in  subparagraph  (O) 
of  the  applicable  combined  adjusted  DRG  prospective  pay- 
ment rate  determined  under  subparagraph  (D)  for  such 
discharges;  or 

"(iii)  beginning  on  or  after  October  1,  1986,  is  equal  to  the 
national  adjusted  DRG  prospective  payment  rate  determined 
under  paragraph  (3)  for  such  discharges. 
"(B)  As  used  in  this  section,  the  term  'subsection  (d)  hospital' 
means  a  hospital  located  in  one  of  the  fifty  States  or  the  District  of 
Columbia  other  than — 

"(i)  a  psychiatric  hospital  (as  defined  in  section  1861(f)), 
"(ii)  a  rehabilitation  hospital  (as  defined  by  the  Secretary), 
"(iii)  a  hospital  whose  inpatients  are  predominantly  individ- 
uals under  18  years  of  age,  or 

"(iv)  a  hospital  which  has  an  average  inpatient  length  of  stay 
(as  determined  by  the  Secretary)  of  greater  than  25  days; 
and,  in  accordance  with  regulations  of  the  Secretary,  does  not 
include  a  psychiatric  or  rehabilitation  unit  of  the  hospital  which  is  a 
distinct  part  of  the  hospital  (as  defined  by  the  Secretary). 

"(C)  For  purposes  of  this  subsection,  for  cost  reporting  periods 
beginning,  or  discharges  occurring— 

"(i)  on  or  after  October  1, 1983,  and  before  October  1, 1984,  the 
'target  percentage'  is  75  percent  and  the  'DRG  percentage'  is  25 
percent; 

"(ii)  on  or  after  October  1,  1984,  and  before  October  1,  1985, 
the  'target  percentage'  is  50  percent  and  the  'DRG  percentage' 
is  50  percent;  and 

"(iii)  on  or  after  October  1,  1985,  and  before  October  1,  1986, 
the  'target  percentage'  is  25  percent  and  the  'DRG  percentage' 
is  75  percent. 

"(D)  For  purposes  of  subparagraph  (AXiiXII),  the  'applicable  com- 
bined adjusted  DRG  prospective  payment  rate'  for  cost  reporting 
periods  beginning,  or  discharges  occurring — 

"(i)  on  or  after  October  1, 1984,  and  before  October  1, 1985,  is  a 
combined  rate  consisting  of  25  percent  of  the  national  adjusted 
DRG  prospective  payment  rate,  and  75  percent  of  the  regional 
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adjusted  DRG  prospective  payment  rate,  determined  under 
paragraph  (3)  for  such  discharges;  and 

"(ii)  on  or  after  October  1,  1985,  and  before  October  1,  1986,  is 
a  combined  rate  consisting  of  50  percent  of  the  national  adjusted 
DRG  prospective  payment  rate,  and  50  percent  of  the  regional 
adjusted  DRG  prospective  payment  rate,  determined  under 
paragraph  (3)  for  such  discharges. 
"(2)  The  Secretary  shall  determine  a  national  adjusted  DRG  pros- 
pective payment  rate,  for  each  inpatient  hospital  discharge  in  fiscal 
year  1984  involving  inpatient  hospital  services  of  a  subsection  (d) 
hospital  in  the  United  States,  and  shall  determine  a  regional 
adjusted  DRG  prospective  payment  rate  for  such  discharges  in  each 
region,  for  which  payment  may  be  made  under  part  A  of  this  title. 
Each  such  rate  shall  be  determined  for  hospitals  located  in  urban  or 
rural  areas  within  the  United  States  or  within  each  such  region, 
respectively,  as  follows: 

"(A)  Determining  allowable  individual  hospital  costs  for 
BASE  PERIOD. — The  Secretary  shall  determine  the  allowable 
operating  costs  per  discharge  of  inpatient  hospital  services  for 
the  hospital  for  the  most  recent  cost  reporting  period  for  which 
data  are  available. 

"(B)  Updating  for  fiscal  year  1984.— The  Secretary  shall 
update  each  amount  determined  under  subparagraph  (A)  for 
fiscal  year  1984  by — 

"(i)  updating  for  fiscal  year  1983  by  the  estimated  average 
rate  of  change  of  hospital  costs  industry-wide  between  the 
cost  reporting  period  used  under  such  subparagraph  and 
fiscal  year  1983  and  the  most  recent  case-mix  data  availa- 
ble, and 

**(ii)  projecting  for  fiscal  year  1984  by  the  applicable 
percentage  increase  (as  defined  in  subsection  Ob)(3)(B))  for 
fiscal  year  1984. 
"(C)  Standardizing  amounts.— The  Secretary  shall  standard- 
ize the  amount  updated  under  subparagraph  (B)  for  each  hospi- 
tal by— 

"(i)  excluding  an  estimate  of  indirect  medical  education 
costs, 

"(ii)  adjusting  for  variations  among  hospitals  by  area  in 
the  average  hospital  wage  level,  and 

"(iii)  adjusting  for  variations  in  case  mix  among  hospitals. 
"(D)  Computing  urban  and  rural  averages. — The  Secretary 
shall  compute  an  average  of  the  standardized  amounts  deter- 
mined under  subparagraph  (C)  for  the  United  States  and  for 
each  region— 

"(i)  for  all  subsection  (d)  hospitals  located  in  an  urban 
area  within  the  United  States  or  that  region,  respectively, 
and 

"(ii)  for  all  subsection  (d)  hospitals  located  in  a  rural  area 
within  the  United  States  or  that  region,  respectively. 
"Region."  For  purposes  of  this  subsection,  the  term  'region'  means  one  of 

the  nine  census  divisions,  comprising  the  fifty  States  and  the 
District  of  Columbia,  established  by  the  Bureau  of  the  Census 
"Urban  area."  for  statistical  and  reporting  purposes;  the  term  'urban  area' 

means  an  area  within  a  Standard  Metropolitan  Statistical  Area 
(as  defined  by  the  Office  of  Management  and  Budget)  or  within 
such  similar  area  as  the  Secretary  has  recognized  under  subsec- 
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tion  (a)  by  regulation;  and  the  term  'rural  area'  means  any  area    "Rural  area." 
outside  such  an  area  or  similar  area. 

"(E)  Reducing  for  value  of  outuer  payments.— The  Secre- 
tary shall  reduce  each  of  the  average  standardized  amounts 
determined  under  subparagraph  (D)  by  a  proportion  equal  to 
the  proportion  (estimated  by  the  Secretary)  of  the  amount  of 
payments  under  this  subsection  based  on  DRG  prospective  pay- 
ment rates  which  are  additional  payments  described  in  para- 
graph (5)(A)  (relating  to  outlier  payments). 

(F)  Maintaining  budget  neutrauty.— The  Secretary  shall 
adjust  each  of  such  average  standardized  amounts  as  may  be 
required  under  subsection  (eXlXB)  for  that  fiscal  year. 

*'(G)  Computing  drg-specific  rates  for  urban  and  rural 

HOSPITALS  in  the  UNITED  STATES  AND  IN  EACH  REGION.—For  each 

discharge  classified  within  a  diagnosis-related  group,  the  Secre- 
tary shall  establish  a  national  DRG  prospective  payment  rate 
and  shall  establish  a  regional  DRG  prospective  payment  rate  for 
each  region,  each  of  which  is  equal— 

"(i)  for  hospitals  located  in  an  urban  area  in  the  United 
States  or  that  region  (respectively),  to  the  product  of— 
"(I)  the  average  standardized  amount  (computed 
under  subparagraph  (D),  reduced  under  subparagraph 
(E),  and  adjusted  under  subparagraph  (F))  for  hospitals 
located  in  an  urban  area  in  the  United  States  or  that 
region,  and 

(II)  the  weighting  factor  (determined  under  para- 
graph (4)(B))  for  that  diagnosis-related  group;  and 
"(ii)  for  hospitals  located  in  a  rural  area  in  the  United 
States  or  that  region  (respectively),  to  the  product  of— 
"(I)  the  average  standardized  amount  (computed 
under  subparagraph  (D),  reduced  under  subparagraph 
(E),  and  adjusted  under  subparagraph  (F))  for  hospitals 
located  in  a  rural  area  in  the  United  States  or  that 
region,  and 

"(II)  the  weighting  factor  (determined  under  para- 
graph (4)(B))  for  that  diagnosis-related  group. 
"(H)  Adjusting  for  different  area  wage  levels.— The  Sec- 
retary shall  adjust  the  proportion,  (as  estimated  by  the  Secre- 
tary from  time  to  time)  of  hospitals'  costs  which  are  attributable 
to  wages  and  wage-related  costs,  of  the  national  and  regional 
DRG  prospective  payment  rates  computed  under  subparagraph 
(G)  for  area  differences  in  hospital  wage  levels  by  a  factor 
(established  by  the  Secretary)  reflecting  the  relative  hospital 
wage  level  in  the  geographic  area  of  the  hospital  compared  to 
the  national  average  hospital  wage  level. 
"(3)  The  Secretary  shall  determine  a  national  adjusted  DRG  pros- 
pective payment  rate,  for  each  inpatient  hospital  discharge  in  a 
fiscal  year  after  fiscal  year  1984  involving  inpatient  hospital  services 
of  a  subsection  (d)  hospital  in  the  United  States,  and  shall  determine 
a  regional  adjusted  DRG  prospective  payment  rate  for  such  dis- 
charges in  each  region  for  which  payment  may  be  made  under  part 
A  of  this  title.  Each  such  rate  shall  be  determined  for  hospitals 
located  in  urban  or  rural  areas  within  the  United  States  and  within 
each  such  region,  respectively,  as  follows: 

"(A)  Updating  previous  standardized  amounts.— The  Secre- 
tary shall  compute  an  average  standardized  amount  for  hospi- 
tals located  in  an  urban  area  and  for  hospitals  located  in  a  rural 


97  STAT.  156  PUBLIC  LAW  98-21— APR.  20,  1983 

area  within  the  United  States  and  for  hospitals  located  in  an 
urban  area  and  for  hospitals  located  in  a  rural  area  within  each 
region,  equal  to  the  respective  average  standardized  amount 
computed  for  the  previous  fiscal  year  under  paragraph  (2XD)  or 
under  this  subparagraph,  increased  for  fiscal  year  1985  by  the 
applicable  percentage  increase  under  subsection  (b)(3XB),  and 
adjusted  for  subsequent  fiscal  years  in  accordance  with  the  final 
determination  of  the  Secretary  under  subsection  (eX4),  and 
adjusted  to  reflect  the  most  recent  case-mix  data  available. 

(B)  Reducing  for  value  of  outlier  payments.— The  Secre- 
tary shall  reduce  each  of  the  average  standardized  amounts 
determined  under  subparagraph  (A)  by  a  proportion  equal  to 
the  proportion  (estimated  by  the  Secretary)  of  the  amount  of 
payments  under  this  subsection  based  on  DRG  prospective  pay- 
ment amounts  which  are  additional  payments  described  in 
paragraph  (5XA)  (relating  to  outlier  payments). 

**(C)  Maintaining  budget  neutrality.— The  Secretary  shall 
adjust  each  of  such  average  standardized  amounts  as  may  be 
required  under  subsection  (eXlXB)  for  that  fiscal  year. 

**(D)  Computing  drg-specific  rates  for  urban  and  rural 
hospitals.— For  each  discharge  classified  within  a  diagnosis- 
related  group,  the  Secretary  shall  establish  for  the  fiscal  year  a 
national  DRG  prospective  payment  rate  and  shall  establish  a 
regional  DRG  prospective  payment  rate  for  each  region,  each  of 
which  is  equal— 

"(i)  for  hospitals  located  in  an  urban  area  in  the  United 
States  or  that  region  (respectively),  to  the  product  of— 
"(I)  the  average  standardized  amount  (computed 
under  subparagraph  (A),  reduced  under  subparagraph 
(B),  and  adjusted  under  subparagraph  (C),  for  the  fiscal 
year  for  hospitals  located  in  an  urban  area  in  the 
United  States  or  that  region,  and 

"(II)  the  weighting  factor  (determined  under  para- 
graph (4XB))  for  that  diagnosis-related  group;  and 
"(ii)  for  hospitals  located  in  a  rural  area  in  the  United 
States  or  that  region  (respectively),  to  the  product  of— 
"(I)  the  average  standardized  amount  (computed 
under  subparagraph  (A),  reduced  under  subparagraph 
(B),  and  adjusted  under  subparagraph  (O)  for  the  fiscal 
year  for  hospitals  located  in  a  rural  area  in  the  United 
States  or  that  region,  and 

"(II)  the  weighting  factor  (determined  under  para- 
graph (4XB))  for  that  diagnosis-related  group. 
"(E)  Adjusting  for  different  area  wage  levels.— The  Sec- 
retary shall  adjust  the  proportion,  (as  estimated  by  the  Secre- 
tary from  time  to  time)  of  hospitals'  costs  which  are  attributable 
to  wages  and  wage-related  costs,  of  the  DRG  prospective  pay- 
ment rates  computed  under  subparagraph  (D)  for  area  differ- 
ences in  hospital  wage  levels  by  a  factor  (established  by  the 
Secretary)  reflecting  the  relative  hospital  wage  level  in  the 
geographic  area  of  the  hospital  compared  to  the  national  aver- 
age hospital  wage  level. 
"(4)(A)  The  Secretary  shall  establish  a  classification  of  inpatient 
hospital  discharges  by  diagnosis-related  groups  and  a  methodology 
for  classifying  specific  hospital  discharges  within  these  groups. 

"(B)  For  each  such  diagnosis-related  group  the  Secretary  shall 
assign  an  appropriate  weighting  factor  which  reflects  the  relative 
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hospital  resources  used  with  respect  to  discharges  classified  within 
that  group  compared  to  discharges  classified  within  other  groups. 

"(C)  The  Secretary  shall  adjust  the  classifications  and  weighting 
factors  established  under  subparagraphs  (A)  and  (B),  for  discharges 
in  fiscal  year  1986  and  at  least  every  four  fiscal  years  thereafter,  to 
reflect  changes  in  treatment  patterns,  technology,  and  other  factors 
which  may  change  the  relative  use  of  hospital  resources. 

"(D)  The  Commission  (established  under  subsection  (e)(2))  shall 
consult  with  and  make  recommendations  to  the  Secretary  with 
respect  to  the  need  for  adjustments  under  subparagraph  (C),  based 
upon  its  evaluation  of  scientific  evidence  with  respect  to  new  prac- 
tices, including  the  use  of  new  technologies  and  treatment  modali- 
ties. The  Commission  shall  report  to  the  Congress  with  respect  to  its  Report  to 
evaluation  of  any  adjustments  made  by  the  Secretary  under  subpar-  Congress 
agraph  (C). 

"(5)(A)(i)  The  Secretary  shall  provide  for  an  additional  payment 
for  a  subsection  (d)  hospital  for  any  discharge  in  a  diagnosis-related 
group,  the  length  of  stay  of  which  exceeds  the  mean  length  of  stay 
for  discharges  within  that  group  by  a  fixed  number  of  days,  or 
exceeds  such  mean  length  of  stay  by  some  fixed  number  of  standard 
deviations,  whichever  is  the  fewer  number  of  days. 

"(ii)  For  cases  which  are  not  included  in  clause  (i),  a  subsection  (d) 
hospital  may  request  additional  payments  in  any  case  where 
charges,  adjusted  to  cost,  exceed  a  fixed  multiple  of  the  applicable 
DRG  prospective  payment  rate,  or  exceed  such  other  fixed  dollar 
amount,  whichever  is  greater. 

"(iii)  The  amount  of  such  additional  payment  under  clauses  (i)  and 
(ii)  shall  be  determined  by  the  Secretary  and  shall  approximate  the 
marginal  cost  of  care  beyond  the  cutoff  point  applicable  under 
clause  (i)  or  (ii). 

"(iv)  The  total  amount  of  the  additional  payments  made  under 
this  subparagraph  for  discharges  in  a  fiscal  year  may  not  be  less 
than  5  percent  nor  more  than  6  percent  of  the  total  payments 
projected  or  estimated  to  be  made  based  on  DRG  prospective  pay- 
ment rates  for  discharges  in  that  year. 

"(B)  The  Secretary  shall  provide  for  an  additional  payment 
amount  for  subsection  (d)  hospitals  with  indirect  costs  of  medical 
education,  in  an  amount  computed  in  the  same  manner  as  the 
adjustment  for  such  costs  under  regulations  (in  effect  as  of  Janu- 
ary 1,  1983)  under  subsection  (a)(2),  except  that  in  the  computation 
under  this  subparagraph  the  Secretary  shall  use  an  educational 
adjustment  factor  equal  to  twice  the  factor  provided  under  such 
regulations. 

"(C)(i)  The  Secretary  shall  provide  for  such  exceptions  and  adjust- 
ments to  the  payment  amounts  established  under  this  subsection  as 
the  Secretary  deems  appropriate  to  take  into  account  the  special 
needs  of  regional  and  national  referral  centers  (including  those 
hospitals  of  500  or  more  beds  located  in  rural  areas),  and  of  public  or 
other  hospitals  that  serve  a  significantly  disproportionate  number  of 
patients  who  have  low  income  or  are  entitled  to  benefits  under  part 
A  of  this  title. 

"(ii)  With  respect  to  a  subsection  (d)  hospital  which  is  a  'sole 
community  hospital',  payment  under  paragraph  (1)(A)  for  any  cost 
reporting  period  or  fiscal  year  beginning  on  or  after  October  1, 1984, 
shall  be  determined  under  the  formula  provided  in  clause  (i)  of  that 
paragraph  with  the  target  and  DRG  percentages  determined  under 
paragraph  (l)(C)(i)  (except  that  any  reference  to  paragraph  (2)  shall 
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be  deemed,  for  this  purpose,  a  reference  to  paraigraph  (3)).  In  the 
case  of  a  sole  community  hospital  that  experiences,  in  a  cost  report- 
ing period  (beginning  on  or  after  October  1, 1983,  and  before  October 
1, 1986)  compared  to  the  previous  cost  reporting  period,  a  decrease  of 
more  than  5  percent  in  its  total  number  of  inpatient  cases  due  to 
circumstances  beyond  its  control,  the  Secretary  shall  provide  for 
such  adjustment  to  the  payment  amounts  under  this  subsection  as 
may  be  necessary  to  fully  compensate  the  hospital  for  the  fixed  costs 
it  incurs  in  the  period  in  providing  inpatient  hospital  services, 
including  the  reasonable  cost  of  maintaining  necessary  core  staff 
and  services.  For  purposes  of  this  subparagraph,  the  term  'sole 
community  hospital*  means  a  hospital  that,  by  reason  of  factors  such 
as  isolated  location,  weather  conditions,  travel  conditions,  or  ab- 
sence of  other  hospitals  (as  determined  by  the  Secretary),  is  the  sole 
source  of  inpatient  hospital  services  reasonably  available  to  individ- 
uals in  a  geographical  area  who  are  entitled  to  benefits  under  part 
A. 

**(iii)  The  Secretary  shall  provide  by  regulation  for  such  other 
exceptions  and  adjustments  to  such  payment  amounts  under  this 
subsection  as  the  Secretary  deems  appropriate  (including  exceptions 
and  adjustments  that  may  be  appropriate  with  respect  to  hospitals 
involved  extensively  in  treatment  for  and  research  on  cancer). 

"(iv)  The  Secretary  may  provide  for  such  adjustments  to  the 
payment  amounts  under  this  subsection  as  the  Secretary  deems 
appropriate  to  take  into  account  the  unique  circumstances  of  hospi- 
tals located  in  Alaska  and  Hawaii. 

"(D)(i)  The  Secretary  shall  estimate  the  amount  of  reimbursement 
made  for  services  described  in  section  1862(a)(14)  with  respect  to 
which  payment  was  made  under  part  B  in  the  base  reporting  periods 
referred  to  in  paragraph  (2)(A)  and  with  respect  to  which  payment  is 
no  longer  being  made. 

**(ii)  The  Secretary  shall  provide  for  an  adjustment  to  the  payment 
for  subsection  (d)  hospitals  in  each  fiscal  year  so  as  appropriately  to 
reflect  the  net  amount  described  in  clause  (i). 

"(6)  The  Secretary  shall  provide  for  publication  in  the  Federal 
Register,  on  or  before  the  September  1  before  each  fiscal  year 
(beginning  with  fiscal  year  1984),  of  a  description  of  the  methodology 
and  data  used  in  computing  the  adjusted  DRG  prospective  payment 
rates  under  this  subsection,  including  any  adjustments  required 
under  subsection  (e)(1)(B). 

"(7)  There  shall  be  no  administrative  or  judicial  review  under 
section  1878  or  otherwise  of— 

"(A)  the  determination  of  the  requirement,  or  the  propor- 
tional amount,  of  any  adjustment  effected  pursuant  to  subsec- 
tion (e)(1),  and 

"(B)  the  establishment  of  diagnosis-related  groups,  of  the 
methodology  for  the  classification  of  discharges  within  such 
groups,  and  of  the  appropriate  weighting  factors  thereof  under 
paragraph  (4). 

"(e)(1)(A)  For  cost  reporting  periods  of  hospitals  beginning  in  fiscal 
year  1984  or  fiscal  year  1985,  the  Secretary  shall  provide  for  such 
proportional  adjustment  in  the  applicable  percentage  increase  (oth- 
erwise applicable  to  the  periods  under  subsection  (b)(3)(B))  as  may  be 
necessary  to  assure  that — 

"(i)  the  aggregate  payment  amounts  otherwise  provided  under 
subsection  (d)(l)(A)(i)(I)  for  that  fiscal  year  for  operating  costs  of 
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are  not  greater  or  less  than — 

"(ii)  the  target  percentage  (as  defined  in  subsection  (dXlXC))  of 
the  payment  amounts  which  would  have  been  payable  for  such 
services  for  those  same  hospitals  for  that  fiscal  year  under  this 
section  under  the  law  as  in  effect  before  the  date  of  the  enact- 
ment of  the  Social  Security  Amendments  of  1983  (excluding 
payments  made  under  section  1866(a)(1)(F)); 
except  that  the  adjustment  made  under  this  subparagraph  shall 
apply  only  to  subsection  (d)  hospitals  and  shall  not  apply  for  pur- 
poses of  making  computations  under  subsection  (d)(2)(B)(ii)  or  sub- 
section (d)(3)(A). 

"(B)  For  discharges  occurring  in  fiscal  year  1984  or  fiscal  year 
1985,  the  Secretary  shall  provide  under  subsections  (d)(2)(F)  and 
(d)(3)(C)  for  such  equal  proportional  adjustment  in  each  of  the 
average  standardized  amounts  otherwise  computed  for  that  fiscal 
year  as  may  be  necessary  to  assure  that— 

"(i)  the  aggregate  payment  amounts  otherwise  provided  under 
subsection  (d)(l)(A)(i)(II)  and  (d)(5)  for  that  fiscal  year  for  operat- 
ing costs  of  inpatient  hospital  services  of  hospitals  (excluding 
payments  made  under  section  1866(a)(1)(F)), 
are  not  greater  or  less  than — 

"(ii)  the  DRG  percentage  (as  defined  in  subsection  (d)(lXC))  of 
the  payment  amounts  which  would  have  been  payable  for  such 
services  for  those  same  hospitals  for  that  fiscal  year  under  this 
section  under  the  law  as  in  effect  before  the  date  of  the  enact- 
ment of  the  Social  Security  Amendments  of  1983  (excluding 
payments  made  under  section  1866(aXlXF)). 
"(2)  The  Director  of  the  Congressional  Office  of  Technology  Assess- 
ment (hereinafter  in  this  subsection  referred  to  as  the  'Director'  and 
the  'Office',  respectively)  shall  provide  for  appointment  of  a  Prospec- 
tive Payment  Assessment  Commission  (hereinafter  in  this  subsec- 
tion referred  to  as  the  'Commission'),  to  be  composed  of  independent 
experts  appointed  by  the  Director.  In  addition  to  carrying  out  its 
functions  under  subsection  (d)(4)(D),  the  Commission  shall  review 
the  applicable  percentage  increase  factor  described  in  subsection 
(b)(3)(B)  and  make  recommendations  to  the  Secretary  on  the  appro- 
priate percentage  change  which  should  be  effected  for  hospital 
inpatient  discharges  under  subsections  (b)  and  (d)  for  fiscal  years 
beginning  with  fiscal  year  1986.  In  making  its  recommendations,  the 
Commission  shall  take  into  account  changes  in  the  hospital  market- 
basket  described  in  subsection  (b)(3)(B),  hospital  productivity,  tech- 
nological and  scientific  advances,  the  quality  of  health  care  provided 
in  hospitals  (including  the  quality  and  skill  level  of  professional 
nursing  required  to  maintain  quality  care),  and  long-term  cost- 
effectiveness  in  the  provision  of  inpatient  hospital  services. 

"(3)  The  Commission,  not  later  than  the  April  1  before  the  begin-  Recommendations, 
ning  of  each  fiscal  year  (beginning  with  fiscal  year  1986),  shall 
report  its  recommendations  to  the  Secretary  on  an  appropriate 
change  factor  which  should  be  used  (instead  of  the  applicable  per- 
centage increase  described  in  subsection  (b)(3)(B))  for  inpatient  hos- 
pital services  for  discharges  in  that  fiscal  year. 

"(4)  Taking  into  consideration  the  recommendations  of  the  Com- 
mission, the  Secretary  shall  determine  for  each  fiscal  year  (begin- 
ning with  fiscal  year  1986)  the  percentage  change  which  will  apply 
for  purposes  of  this  section  as  the  applicable  percentage  increase 
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(otherwise  described  in  subsection  (b)(3)(B))  for  discharges  in  that 
fiscal  year,  and  which  will  take  into  account  amounts  necessary  for 
the  efficient  and  effective  delivery  of  medically  appropriate  and 
necessary  care  of  high  quality. 
Publication  in  *'(5)  The  Secretary  shall  cause  to  have  published  for  public  com- 
Federal  ment  in  the  Federal  Register,  not  later  than — 

Register.  a^^^  ^j^^  June  1  before  each  fiscal  year  (beginning  with  fiscal 

year  1986),  the  Secretary's  proposed  determination  under  para- 
graph (4)  for  that  fiscal  year,  and 

"(B)  the  September  1  before  such  fiscal  year  after  such  consid- 
eration of  public  comment  on  the  proposal  as  is  feasible  in  the 
time  available,  the  Secretary's  final  determination  under  such 
paragraph  for  that  year. 
The  Secretary  shall  include  in  the  publication  referred  to  in  subpar- 
agraph (A)  for  a  fiscal  year  the  report  of  the  Commission's  recom- 
mendations submitted  under  paragraph  (3)  for  that  fiscal  year. 

"(6)  (A)  The  Commission  shall  consist  of  15  individuals.  Members 
of  the  Commission  shall  first  be  appointed  no  later  than  April  1, 
1984,  for  a  term  of  three  years,  except  that  the  Director  may  provide 
initially  for  such  shorter  terms  as  will  insure  that  (on  a  continuing 
basis)  the  terms  of  no  more  than  seven  members  expire  in  any  one 
year. 

"(B)  The  membership  of  the  Commission  shall  provide  expertise 
and  experience  in  the  provision  and  financing  of  health  care,  includ- 
ing physicians  and  registered  professional  nurses,  employers,  third 
party  payors,  individuals  skilled  in  the  conduct  and  interpretation  of 
biomedical,  health  services,  and  health  economics  research,  and 
individuals  having  expertise  in  the  research  and  development  of 
technological  and  scientific  advances  in  health  care.  The  Director 
shall  seek  nominations  from  a  wide  range  of  groups,  including—- 
"(i)  national  organizations  representing  physicians,  including 
medical  specialty  organizations  and  registered  professional 
nurses  and  other  skilled  health  professionals; 

"(ii)  national  organizations  representing  hospitals,  including 
teaching  hospitals; 

"(iii)  national  organizations  representing  manufacturers  of 
health  care  products;  and 

"(iv)  national  organizations  representing  the  business  commu- 
nity, health  benefit  programs,  labor,  and  the  elderly. 
"(C)  Subject  to  such  review  as  the  Office  deems  necessary  to 
assure  the  efficient  administration  of  the  Commission,  the  Commis- 
sion may — 

"(i)  employ  and  fix  the  compensation  of  such  personnel  (not  to 
exceed  25)  as  may  be  necessary  to  carry  out  its  duties; 

"(ii)  seek  such  assistance  and  support  as  may  be  required  in 
the  performance  of  its  duties  from  appropriate  Federal  depart- 
ments and  agencies; 

"(iii)  enter  into  contracts  or  make  other  arrangements,  as 
may  be  necessary  for  the  conduct  of  the  work  of  the 
Commission; 

"(iv)  make  advance,  progress,  and  other  payments  which 
relate  to  the  work  of  the  Commission; 

"(v)  provide  transportation  and  subsistence  for  persons  serv- 
ing without  compensation;  and 

"(vi)  prescribe  such  rules  and  regulations  as  it  deems  neces- 
sary with  respect  to  the  internal  organization  and  operation  of 
the  Commission. 
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"(D)  While  serving  on  the  business  of  the  Commission  (including 
traveltime),  a  member  of  the  Commission  shall  be  entitled  to  com- 
pensation at  the  per  diem  equivalent  of  the  rate  provided  for  level 
IV  of  the  Executive  Schedule  under  section  5315  of  title  5,  United 
States  Code;  and  while  so  serving  away  from  home  and  his  regular 
place  of  business,  a  member  may  be  allowed  travel  expenses,  as 
authorized  by  the  Chairman  of  the  Commission. 

"(E)  In  order  to  identify  medically  appropriate  patterns  of  health 
resources  use  in  accordance  with  paragraph  (2),  the  Commission 
shall  collect  and  assess  information  on  medical  and  surgical  proce- 
dures and  services,  including  information  on  regional  variations  of 
medical  practice  and  lengths  of  hospitalization  and  on  other  patient- 
care  data,  giving  special  attention  to  treatment  patterns  for  condi- 
tions which  appear  to  involve  excessively  costly  or  inappropriate 
services  not  adding  to  the  quality  of  care  provided.  In  order  to  assess 
the  safety,  efficacy,  and  cost-effectiveness  of  new  and  existing  medi- 
cal and  surgical  procedures,  the  Commission  shall,  in  coordination 
to  the  extent  possible  with  the  Secretary,  collect  and  assess  factual 
information,  giving  special  attention  to  the  needs  of  updating  exist- 
ing diagnosis-related  groups,  establishing  new  diagnosis-related 
groups,  and  making  recommendations  on  relative  weighting  factors 
for  such  groups  to  reflect  appropriate  differences  in  resource  con- 
sumption in  delivering  safe,  efficacious,  and  cost-effective  care.  In 
collecting  and  assessing  information,  the  Commission  shall — 

"(i)  utilize  existing  information,  both  published  and  unpub- 
lished, where  possible,  collected  and  assessed  either  by  its  own 
staff  or  under  other  arrangements  made  in  accordance  with  this 
paragraph; 

"(ii)  carry  out,  or  award  grants  or  contracts  for,  original 
research  and  experimentation,  including  clinical  research, 
where  existing  information  is  inadequate  for  the  development  of 
useful  and  valid  guidelines  by  the  Commission;  and 

"(iii)  adopt  procedures  allowing  any  interested  party  to 
submit  information  with  respect  to  medical  and  surgical  proce- 
dures and  services  (including  new  practices,  such  as  the  use  of 
new  technologies  and  treatment  modalities),  which  information 
the  Commission  shall  consider  in  making  reports  and  recom- 
mendations to  the  Secretary  and  Congress. 
"(F)  The  Commission  shall  have  access  to  such  relevant  informa- 
tion and  data  as  may  be  available  from  appropriate  Federal  agencies 
and  shall  assure  that  its  activities,  especially  the  conduct  of  original 
research  and  medical  studies,  are  coordinated  with  the  activities  of 
Federal  agencies. 

"(G)(i)  The  Office  shall  report  annually  to  the  Congress  on  the  Report  to 
functioning  and  progress  of  the  Commission  and  on  the  status  of  the  Congress, 
assessment  of  medical  procedures  and  services  by  the  Commission. 

"(ii)  The  Office  shall  have  unrestricted  access  to  all  deliberations, 
records,  and  data  of  the  Commission,  immediately  upon  its  request. 

"(iii)  In  order  to  carry  out  its  duties  under  this  paragraph,  the 
Office  is  authorized  to  expend  reasonable  and  neccessary  funds  as 
mutually  agreed  upon  by  the  Office  and  the  Commission.  The  Office 
shall  be  reimbursed  for  such  funds  by  the  Commission  from  the 
appropriations  made  with  respect  to  the  Commission. 

'(H)  The  Commission  shall  be  subject  to  periodic  audit  by  the  Audit. 
General  Accounting  Office. 

"(IXi)  There  are  authorized  to  be  appropriated  such  sums  as  may  Appropriation 
be  necessary  to  carry  out  the  provisions  of  this  paragraph.  authorization. 
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"(ii)  Eighty-five  percent  of  such  appropriation  shall  be  payable 
from  the  Federal  Hospital  Insurance  Trust  Fund,  and  15  percent  of 
such  appropriation  shall  be  payable  from  the  Federal  Supplemen- 
tary Medical  Insurance  Trust  Fund. 

'  (f)(1)  The  Secretary  shall  maintain,  for  a  period  ending  not 
earlier  than  September  30,  1988,  a  system  for  the  reporting  of  costs 
of  hospitals  receiving  payments  computed  under  subsection  (d). 

"(2)  If  the  Secretary  determines,  based  upon  information  supplied 
by  a  utilization  and  quality  control  peer  review  organization  under 
42  use  1320c.  part  B  of  title  XI,  that  a  hospital,  in  order  to  circumvent  the 
payment  method  established  under  subsection  (b)  or  (d)  of  this 
section,  has  taken  an  action  that  results  in  the  admission  of  individ- 
42  use  1301.  uals  entitled  to  benefits  under  part  A  unnecessarily,  unnecessary 
multiple  admissions  of  the  same  such  individuals,  or  other  inappro- 
priate medical  or  other  practices  with  respect  to  such  individuals, 
the  Secretary  may — 

"(A)  deny  payment  (in  whole  or  in  part)  under  part  A  with 
respect  to  inpatient  hospital  services  provided  with  respect  to 
such  an  unnecessary  admission  (or  subsequent  admission  of  the 
same  individual),  or 

"(B)  require  the  hospital  to  take  other  corrective  action  neces- 
sary to  prevent  or  correct  the  inappropriate  practice. 
42  use  i395y.         "(3)  The  provisions  of  paragraphs  (2),  (3),  and  (4)  of  section  1862(d) 
shall  apply  to  determinations  under  paragraph  (2)  of  this  subsection 
in  the  same  manner  as  they  apply  to  determinations  made  under 
section  1862(dXl). 

"(g)(1)  If  the  Congress  does  not  enact  legislation,  after  the  date  of 
the  enactment  of  this  subsection  and  before  October  1, 1986,  respect- 
ing the  pa3mient  under  this  title  for  capital-related  costs  for  inpa- 
tient hospital  services,  no  pajnnent  may  be  made  under  this  title  for 
capital-related  costs  of  capital  expenditures  (as  defined  in  section 
42  use  I320a-i.  1122(g)  and  except  as  provided  in  section  1122(j))  for  inpatient 
hospital  services  in  a  State,  which  expenditures  are  obligated  after 
September  30,  1986,  unless  the  State  has  an  agreement  with  the 
Secretary  under  section  1122(b)  and  under  the  agreement  the  State 
has  recommended  approval  of  the  capital  expenditures. 

"(2)  The  Secretary  shall  provide  that  the  amount  which  is  allow- 
able, with  respect  to  reasonable  costs  of  inpatient  hospital  services 
for  which  payment  may  be  made  under  this  title,  for  a  return  on 
equity  capital  for  hospitals  shall,  for  cost  reporting  periods  begin- 
ning on  or  after  the  date  of  the  enactment  of  this  subsection,  be 
equal  to  amounts  otherwise  allowable  under  regulations  in  effect  on 
March  1,  1983,  except  that  the  rate  of  return  to  be  recognized  shall 
be  equal  to  the  average  of  the  rates  of  interest,  for  each  of  the 
months  any  part  of  which  is  included  in  the  reporting  period,  on 
obligations  issued  for  purchase  by  the  Federal  Hospital  Insurance 
Trust  Fund.". 

42  use  i395y.        (f)  Section  1862(aXl)  of  the  Social  Security  Act  is  amended— 

(1)  by  striking  out  "(B)  or  (C)"  and  inserting  in  lieu  thereof 
"(B),  (C),or(D)"; 

(2)  by  striking  out  "and"  at  the  end  of  subparagraph  (B); 

(3)  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(C)  and  inserting  in  lieu  thereof  a  comma  and  "and";  and 

(4)  by  adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(D)  in  the  case  of  clinical  care  items  and  services  provided 
with  the  concurrence  of  the  Secretary  and  with  respect  to 
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research  and  experimentation  conducted  by,  or  under  contract 
with,  the  Prospective  Payment  Assessment  Commission  or  the 
Secretary,  which  are  not  reasonable  and  necessary  to  carry  out 
the  purposes  of  section  1886(e)(6);". 
(g)  In  determining  whether  a  hospital  is  in  an  urban  or  rural  area 
for  purposes  of  section  1886(d)  of  the  Social  Security  Act,  the  Secre- 
tary of  Health  and  Human  Services  shall  classify  any  hospital 
located  in  New  England  as  being  located  in  an  urban  area  if  such 
hospital  was  classified  as  being  located  in  an  urban  area  under  the 
Standard  Metropolitan  Statistical  Area  system  of  classification  in 
effect  in  1979. 

CONFORMING  AMENDMENTS 

Sec.  602.  (a)  Section  1158(b)(2)  of  the  Social  Security  Act  is 
amended  by  adding  at  the  end  the  following  new  subparagraph: 

"(C)  The  twelve-month  period  referred  to  in  subparagraph  (A) 
shall  be  deemed  to  begin  not  later  than  October  1983.". 

(b)  Sections  1814(g)  and  1835(e)  of  the  Social  Security  Act  are  each 
amended  by  inserting  "(or  would  be  if  section  1886  did  not  apply)" 
after  "section  1861(v)(l)(D)". 

(c)  Section  1814(h)(2)  of  such  Act  is  amended  by  striking  out  "the 
reasonable  costs  for  such  services"  and  inserting  in  lieu  thereof  "the 
amount  that  would  be  payable  for  such  services  under  subsection  (b) 
and  section  1886". 

(d)  (1)  The  matter  in  section  1861(v)(lKGXi)  of  such  Act  following 
subclause  (III)  is  amended  by  striking  out  "on  the  basis  of  the 
reasonable  cost  of  and  inserting  in  lieu  thereof  "the  amount  other- 
wise payable  under  part  A  with  respect  to". 

(2)  Section  1861(v)(2)(A)  of  such  Act  is  amended  by  striking  out  "an 
amount  equal  to  the  reasonable  cost  of  and  inserting  in  lieu  thereof 
"the  amount  that  would  be  taken  into  account  with  respect  to". 

(3)  Section  1861(vX2XB)  of  such  Act  is  amended  by  striking  out 
"the  equivalent  of  the  reasonable  cost  of. 

(4)  Section  1861(vX3)  of  such  Act  is  amended  by  striking  out  "the 
reasonable  cost  of  such  bed  and  board  furnished  in  semiprivate 
accommodations  (determined  pursuant  to  paragraph  (1))"  and 
inserting  in  lieu  thereof  "the  amount  otherwise  payable  under 
this  title  for  such  bed  and  board  furnished  in  semiprivate 
accommodations' ' . 

(e)  Section  1862(a)  of  such  Act  is  amended — 

(1)  by  striking  out  "or"  at  the  end  of  paragraph  (12), 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (13)  and 
inserting  in  lieu  thereof  ";  or",  and 

(3)  by  adding  at  the  end  the  following  new  paragraph: 

"(14)  which  are  other  than  physicians'  services  (as  defined  in 
regulations  promulgated  specifically  for  purposes  of  this  para- 
graph) and  which  are  furnished  to  an  individual  who  is  an 
inpatient  of  a  hospital  by  an  entity  other  than  the  hospital, 
unless  the  services  are  furnished  under  arrangements  (as  de- 
fined in  section  1861(wXl))  with  the  entity  made  by  the  hospi- 
tal.". 

(f)  (1)  Section  1866(aXl)  of  such  Act  is  amended— 

(A)  by  striking  out  "and"  at  the  end  of  subparagraph  (D), 

(B)  by  striking  out  the  period  at  the  end  of  subparagraph  (E), 
and 

(C)  by  adding  at  the  end  the  following  new  subparagraphs: 
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"(F)  in  the  case  of  hospitals  which  provide  inpatient  hospital 
services  for  which  payment  may  be  made  under  subsection  (c)  or 
(d)  of  section  1886,  to  maintain  an  agreement  with  a  utilization 
and  quality  control  peer  review  organization  (if  there  is  such  an 
organization  which  has  a  contract  with  the  Secretary  under 
part  B  of  title  XI  for  the  area  in  which  the  hospital  is  located) 
under  which  the  organization  will  perform  functions  under  that 
part  with  respect  to  the  review  of  the  validity  of  diagnostic 
information  provided  by  such  hospital,  the  completeness,  ade- 
quacy, and  quality  of  care  provided,  the  appropriateness  of 
admissions  and  discharges,  and  the  appropriateness  of  care 
provided  for  which  additional  payments  are  sought  under  sec- 
tion 1886(d)(5),  with  respect  to  inpatient  hospital  services  for 
which  payment  may  be  made  under  part  A  of  this  title  (and  for 
purposes  of  payment  under  this  title,  the  cost  of  such  agreement 
to  the  hospital  shall  be  considered  a  cost  incurred  by  such 
hospital  in  providing  inpatient  services  under  part  A,  and  (i) 
shall  be  paid  directly  by  the  Secretary  to  such  organization  on 
behalf  of  such  hospital  in  accordance  with  a  rate  per  review 
established  by  the  Secretary,  (ii)  shall  be  transferred  from  the 
Federal  Hospital  Insurance  Trust  Fund,  without  regard  to 
amounts  appropriated  in  advance  in  appropriation  Acts,  in  the 
same  manner  as  transfers  are  made  for  payment  for  services 
provided  directly  to  beneficiaries,  (iii)  shall  be  not  less  than  an 
amount  which  reflects  the  rates  per  review  established  in  fiscal 
year  1982  for  both  direct  and  administrative  costs  (adjusted  for 
inflation),  and  (iv)  shall  not  be  less  in  the  aggregate  for  a  fiscal 
year  than  the  aggregate  amount  expended  in  fiscal  year  1982 
for  direct  and  administrative  costs  (adjusted  for  inflation))  of 
such  reviews, 

"(G)  in  the  case  of  hospitals  which  provide  inpatient  hospital 
services  for  which  payment  may  be  made  under  subsection  (b)  or 
(d)  of  section  1886,  not  to  charge  any  individual  or  any  other 
person  for  inpatient  hospital  services  for  which  such  individual 
would  be  entitled  to  have  payment  made  under  part  A  but  for  a 
denial  or  reduction  of  payments  under  section  1886(f)(2),  and 
"(H)  in  the  case  of  hospitals  which  provide  inpatient  hospital 
services  for  which  payment  may  be  made  under  this  title,  to 
have  all  items  and  services  (other  than  physicians'  services  as 
defined  in  regulations  for  purposes  of  section  1862(a)(14))  (i)  that 
are  furnished  to  an  individual  who  is  an  inpatient  of  the 
hospital,  and  (ii)  for  which  the  individual  is  entitled  to  have 
payment  made  under  this  title,  furnished  by  the  hospital  or 
otherwise  under  arrangements  (as  defined  in  section  1861(w)(l)) 
made  by  the  hospital.". 
(2)  The  matter  in  section  1866(a)(2)(B)(ii)  of  such  Act  preceding 
subclause  (I)  is  amended  by  inserting  "and  except  with  respect  to 
inpatient  hospital  costs  with  respect  to  which  amounts  are  payable 
under  section  1886(d)"  after  "(except  with  respect  to  emergency 
services". 

(g)  Section  1876(g)  of  such  Act  is-amended  by  adding  at  the  end  the 
following: 

"(4)  A  risk-sharing  contract  under  this  subsection  may,  at  the 
option  of  an  eligible  organization,  provide  tha)b  the  Secretary— 
"(A)  will  reimburse  hospitals  either  for  payment  amounts 
determined  in  accordance  with  section  1886,  or,  if  applicable,  for 
the  reasonable  cost  (as  determined  under  section  1861(v)),  of 
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inpatient  hospital  services  furnished  to  individuals  enrolled 
with  such  organization  pursuant  to  subsection  (d),  and 

"(B)  will  deduct  the  amount  of  such  reimbursement  for  pay- 
ment which  would  otherwise  be  made  to  such  organization.". 

(h)  (1)  Section  1878(a)  of  such  Act  is  amended— 

(A)  by  inserting  "and  (except  as  provided  in  subsection  (g)(2)) 
any  hospital  which  receives  payments  in  amounts  computed 
under  subsection  (b)  or  (d)  of  section  1886  and  which  has  submit- 
ted such  reports  within  such  time  as  the  Secretary  may  require 
in  order  to  make  payment  under  such  section  may  obtain  a 
hearing  with  respect  to  such  payment  by  the  Board"  after 
"subsection  (h)"  in  the  matter  before  paragraph  (1), 

(B)  by  inserting  "(i)"  after  "(A)"  in  paragraph  (1)(A), 

(C)  by  inserting  "or"  at  the  end  of  paragraph  (1)(A)  and  by 
adding  after  such  paragraph  the  following  new  clause: 

"(ii)  is  dissatisfied  with  a  final  determination  of  the  Secre- 
tary as  to  the  amount  of  the  payment  under  subsection  (b) 
or  (d)  of  section  1886,",  and 

(D)  by  striking  out  "(1)(A)"  in  paragraph  (3)  and  inserting  in 
lieu  thereof  "(l)(A)(i),  or  with  respect  to  appeals  under  para- 
graph (l)(A)(ii),  180  days  after  notice  of  the  Secretary's  final 
determination,". 

(2)  (A)  The  last  sentence  of  section  1878(0(1)  of  the  Social  Security 
Act  is  amended  by  inserting  "(or,  in  an  action  brought  jointly  by 
several  providers,  the  judicial  district  in  which  the  greatest  number 
of  such  providers  are  located)"  after  "the  judicial  district  in  which 
the  provider  is  located". 

(B)  Section  1878(0(1)  of  such  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  sentence:  "Any  appeal  to  the 
Board  or  action  for  judicial  review  by  providers  which  are  under 
common  ownership  or  control  must  be  brought  by  such  providers  as 
a  group  with  respect  to  any  matter  involving  an  issue  common  to 
such  providers.". 

(3)  Section  1878(g)  of  such  Act  is  amended  by  inserting  "(1)"  after 
"(g)"  and  by  adding  at  the  end  the  following  new  paragraph: 

"(2)  The  determinations  and  other  decisions  described  in  section 
1886(d)(7)  shall  not  be  reviewed  by  the  Board  or  by  any  court 
pursuant  to  an  action  brought  under  subsection  (0  or  otherwise." 

(4)  The  third  sentence  of  section  1878(h)  of  such  Act  is  amended  by 
striking  out  "cost  reimbursement"  and  inserting  in  lieu  thereof 
"payment  of  providers  of  services". 

(i)  The  first  sentence  of  section  1881(b)(2)(A)  of  such  Act  is 
amended  by  inserting  "or  section  1886  (if  applicable)"  after  "section 
1861(v)". 

(j)  Section  1887(a)(lXB)  of  such  Act  is  amended  by  inserting  "or  on 
the  bases  described  in  section  1886"  after  "on  a  reasonable  cost 
basis". 

(k)  The  Secretary  of  Health  and  Human  Services  may,  for  any  cost 
reporting  period  beginning  prior  to  October  1,  1986,  waive  the 
requirements  of  sections  1862(a)(14)  and  1866(a)(1)(H)  of  the  Social 
Security  Act  in  the  case  of  a  hospital  which  has  followed  a  practice, 
since  prior  to  October  1,  1982,  of  allowing  direct  billing  under  part  B 
of  title  XVIII  of  such  Act  for  services  (other  than  physicians  serv- 
ices) so  extensively,  that  immediate  compliance  with  those  require- 
ments would  threaten  the  stability  of  patient  care.  Any  such  waiver 
shall  provide  that  such  billing  may  continue  to  be  made  under  part 
B  of  such  title  but  that  the  payments  to  such  hospital  under  part  A    42  USC  I395j 
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of  such  title  shall  be  reduced  by  the  amount  of  the  billings  for  such 
services  under  part  B  of  such  title.  If  such  a  waiver  is  granted,  at  the 
end  of  the  waiver  period  the  Secretary  may  provide  for  such  meth- 
ods of  payments  under  part  A  as  is  appropriate,  given  the  organiza- 
tional structure  of  the  institution. 

(1)  Effective  October  1,  1984,  section  1866(a)(1)  of  the  Social  Secu- 
rity Act,  as  amended  by  subsection  (f)(1)  of  this  section,  is  further 
amended— 

(1)  by  striking  out  '*(if  there  is  such  an  organization"  in 
subparagraph  (F)  and  insert  in  lieu  thereof  ''(with  an  organiza- 
tion", and 

(2)  by  adding  at  the  end  the  following  new  sentence: 

"In  the  case  of  a  hospital  which  has  an  agreement  in  effect  with  an 
organization  described  in  subparagraph  (F),  which  organization's 
contract  with  the  Secretary  under  part  B  of  title  XI  is  terminated  on 
or  after  October  1,  1984,  the  hospital  shall  not  be  determined  to  be 
out  of  compliance  with  the  requirement  of  such  subparagraph 
during  the  six  month  period  beginning  on  the  date  of  the  termina- 
tion of  that  contract.". 
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REPORTS,  EXPERIMENTS,  AND  DEMONSTRATION  PROJECTS 

Sec.  603.  (a)(1)  The  Secretary  of  Health  and  Human  Services 
(hereinafter  in  this  title  referred  to  as  the  "Secretary")  shall  study, 
develop,  and  report  to  the  Congress  within  18  months  after  the  date 
of  the  enactment  of  this  Act  on  the  method  and  proposals  for 
legislation  by  which  capital-related  costs,  such  as  return  on  net 
equity,  associated  with  inpatient  hospital  services  can  be  included 
within  the  prospective  payment  amounts  computed  under  section 
1886(d)  of  the  Social  Security  Act. 

(2)(A)  The  Secretary  shall  study  and  report  annually  to  the  Con- 
gress at  the  end  of  each  year  Obeginning  with  1984  and  ending  with 
1987)  on  the  impact,  of  the  payment  methodology  under  section 
1886(d)  of  the  Social  Security  Act  during  the  previous  year,  on 
classes  of  hospitals,  beneficiaries,  and  other  payors  for  inpatient 
hospital  services,  and  other  providers,  and,  in  particular,  on  the 
impact  of  computing  DRG  prospective  payment  rates  by  census 
division,  rather  than  exclusively  on  a  national  basis.  Each  such 
report  shall  include  such  recommendations  for  such  changes  in 
legislation  as  the  Secretary  deems  appropriate. 

(B)  During  fiscal  year  1984,  the  Secretary  shall  begin  the  collec- 
tion of  data  necessary  to  compute  the  amount  of  physician  charges 
attributable,  by  diagnosis-related  groups,  to  physicians'  services  fur- 
nished to  inpatients  of  hospitals  whose  discharges  are  classified 
within  those  groups.  The  Secretary  shall  include,  in  a  report  to 
Congress  in  1985,  recommendations  on  the  advisability  and  feasibil- 
ity of  providing  for  determining  the  amount  of  the  payments  for 
physicians'  services  furnished  to  hospital  inpatients  based  on  the 
DRG  type  classification  of  the  discharges  of  those  inpatients,  and 
legislative  recommendations  thereon. 

(C)  In  the  annual  report  to  Congress  under  subparagraph  (A)  for 
1985,  the  Secretary  shall  include  the  results  of  studies  on— 

(i)  the  feasibility  and  impact  of  eliminating  or  phasing  out 
separate  urban  and  rural  DRG  prospective  payment  rates  under 
paragraph  (3)  of  section  1886(d)  of  the  Social  Security  Act; 

(ii)  whether  and  the  method  under  which  hospitals,  not  paid 
based  on  amounts  determined  under  such  section,  can  be  paid 
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for  inpatient  hospital  services  on  a  prospective  basis  as  under 
such  section; 

(iii)  the  appropriateness  of  the  factors  used  under  paragraph 
(5)(A)  of  such  section  to  compensate  hospitals  for  the  additional 
expenses  of  outlier  cases,  and  the  application  of  severity  of 
illness,  intensity  of  care,  or  other  modifications  to  the  diagnosis- 
related  groups,  and  the  advisability  and  feasibility  of  providing 
for  such  modifications; 

(iv)  the  feasibility  and  desirability  of  applying  the  payment 
methodology  under  such  section  to  payment  by  all  payors  for 
inpatient  hospital  services;  and 

(v)  the  impact  of  such  section  on  hospital  admissions  and  the 
feasibility  of  making  a  volume  adjustment  in  the  DRG  prospec- 
tive payment  rates  or  requiring  preadmission  certification  in 
order  to  minimize  the  incentive  to  increase  admissions. 

Such  report  shall  specifically  include,  with  respect  to  the  item 
described  in  clause  (iv),  consideration  of  the  extent  of  cost-shifting  to 
non-Federal  payors  and  the  impact  of  such  cost-shifting  on  health 
insurance  costs  and  premiums  borne  by  employers  and  employees. 

(D)  In  the  annual  report  to  Congress  under  subparagraph  (A)  for 
1986,  the  Secretary  shall  include  the  results  of  a  study  examining 
the  overall  impact  of  State  systems  of  hospital  payment  (either 
approved  under  section  1886(c)  of  the  Social  Security  Act  or  under  a 
waiver  approved  under  section  402(a)  of  the  Social  Security  Amend- 
ments of  1967  or  section  222(a)  of  the  Social  Security  Amendments  of 
1972),  particularly  assessing  such  systems'  impact  not  only  on  the 
medicare  program  but  also  on  the  medicaid  program,  on  payments 
and  premiums  under  private  health  insurance  plans,  and  on  tax 
expenditures. 

(3)  (A)  The  Secretary  shall  complete  a  study  and  make  legislative 
recommendations  to  the  Congress  with  respect  to  an  equitable 
method  of  reimbursing  sole  community  hospitals  which  takes  into 
account  their  unique  vulnerability  to  substantial  variations  in 
occupancy. 

(B)  In  addition,  the  Secretary  shall  examine  ways  to  coordinate  an 
information  transfer  between  parts  A  and  B  of  title  XVIII  of  the 
Social  Security  Act,  particularly  with  respect  to  those  cases  where  a 
denial  of  coverage  is  made  under  part  A  of  such  title  and  no 
adjustment  is  made  in  the  reimbursement  to  the  admitting  physi- 
cian or  physicians. 

(C)  The  Secretary  shall  also  report  on  the  appropriate  treatment 
of  uncompensated  care  costs,  and  adjustments  that  might  be  appro- 
priate for  large  teaching  hospitals  located  in  rural  areas. 

(D)  The  Secretary  shall  also  report  on  the  advisability  of  having 
hospitals  make  available  information  on  the  cost  of  care  to  patients 
financed  by  both  public  programs  and  private  payors. 

(E)  The  studies  and  reports  described  in  this  paragraph  shall  be 
completed  and  submitted  not  later  than  April  1, 1985. 

(4)  The  Secretary  shall  complete  a  study  and  make  recommenda- 
tions to  the  Congress,  before  April  1,  1984,  with  respect  to  a  method 
for  including  hospitals  located  outside  of  the  fifty  States  and  the 
District  of  Columbia  under  a  prospective  payment  system. 

(b)(1)  Except  as  provided  in  paragraph  (2),  the  amendments  made 
by  this  title  shall  not  affect  the  authority  of  the  Secretary  to 
develop,  carry  out,  or  continue  experiments  and  demonstration 
projects. 
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(2)  The  Secretary  shall  provide  that,  upon  the  request  of  a  State 
which  has  a  demonstration  project,  for  payment  of  hospitals  under 
title  XVIII  of  the  Social  Security  Act  approved  under  section  402(a) 
of  the  Social  Security  Amendments  of  1967  or  section  222(a)  of  the 
Social  Security  Amendments  of  1972,  which  (A)  is  in  effect  as  of 
March  1,  1983,  and  (B)  was  entered  into  after  August  1982  (or  upon 
the  request  of  another  party  to  demonstration  project  agreement), 
the  terms  of  the  demonstration  agreement  shall  be  modified  so  that 
the  demonstration  project  is  not  required  to  maintain  the  rate  of 
increase  in  medicare  hospital  costs  in  that  State  below  the  national 
rate  of  increase  in  medicare  hospital  costs. 

(c)  The  Secretary  shall  approve,  with  appropriate  terms  and  condi- 
tions as  defined  by  the  Secretary,  within  30  days  after  the  date  of 
enactment  of  this  Act — 

(1)  the  risk-sharing  application  of  On  Lok  Senior  Health 
Services  (according  to  terms  and  conditions  as  specified  by  the 
Secretary),  dated  July  2,  1982,  for  waivers,  pursuant  to  section 
222  of  the  Social  Security  Amendments  of  1972  and  section 
402(a)  of  the  Social  Security  Amendments  of  1967,  of  certain 
requirements  of  title  XVIII  of  the  Social  Security  Act  over  a 
period  of  36  months  in  order  to  carry  out  a  long-term  care 
demonstration  project,  and 

(2)  the  application  of  the  Department  of  Health  Services, 
State  of  California,  dated  November  1,  1982,  pursuant  to  section 
1115  of  the  Social  Security  Act,  for  the  waiver  of  certain 
requirements  of  title  XIX  of  such  Act  over  a  period  of  36  months 
in  order  to  carry  out  a  demonstration  project  for  capitated 
reimbursement  for  comprehensive  long-term  care  services 
involving  On  Lok  Senior  Health  Services. 

(d)  The  Secretary  shall  conduct  demonstrations  with  hospitals  in 
areas  with  critical  shortages  of  skilled  nursing  facilities  to  study  the 
feasibility  of  providing  alternative  systems  of  care  or  methods  of 
payment. 

EFFECTIVE  DATES 

Sec.  604.  (a)(1)  Except  as  provided  in  section  602(1)  and  in  para- 
graph (2),  the  amendments  made  by  the  preceding  provisions  of  this 
title  apply  to  items  and  services  furnished  by  or  under  arrange- 
ments with  a  hospital  beginning  with  its  first  cost  reporting  period 
that  begins  on  or  after  October  1,  1983.  A  change  in  a  hospital  s  cost 
reporting  period  that  has  been  made  after  November  1982  shall  be 
recognized  for  purposes  of  this  section  only  if  the  Secretary  finds 
good  cause  for  that  change. 

(2)  Section  1866(a)(1)(F)  of  the  Social  Security  Act  (as  added  by 
section  602(f)(1)(C)  of  this  title),  section  1862(a)(14)  (as  added  by 
section  602(e)(3)  of  this  title)  and  sections  1886(a)(1)  (G)  and  (H)  of 
such  Act  (as  added  by  section  602(f)(1)(C)  of  this  title)  take  effect  on 
October  1, 1983. 

(b)  The  Secretary  shall  make  an  appropriate  reduction  in  the 
payment  amount  under  section  1886(d)  of  the  Social  Security  Act  (as 
amended  by  this  title)  for  any  discharge,  if  the  admission  has 
occurred  before  a  hospital's  first  cost  reporting  period  that  begins 
after  September  1983,  to  take  into  account  amounts  payable  under 
title  XVIII  of  that  Act  (as  in  effect  before  the  date  of  the  enactment 
of  this  Act)  for  items  and  services  furnished  before  that  period. 

(c)  (1)  The  Secretary  shall  cause  to  be  published  in  the  Federal 
Register  a  notice  of  the  interim  final  DRG  prospective  payment 
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rates  established  under  subsection  (d)  of  section  1886  of  the  Social 
Security  Act  (as  amended  by  this  title)  no  later  than  September  1,  ^nte,  p.  152. 
1983,  and  allow  for  a  period  of  public  comment  thereon.  Payment  on 
the  basis  of  prospective  rates  shall  become  effective  on  October  1, 
1983,  without  the  necessity  for  consideration  of  comments  received, 
but  the  Secretary  shall,  by  notice  published  in  the  Federal  Register, 
affirm  or  modify  the  amounts  by  December  31,  1983,  after  consider- 
ing those  comments. 

(2)  A  modification  under  paragraph  (1)  that  reduces  a  prospective 
payment  rate  shall  apply  only  to  discharges  occurring  after  30  days 
after  the  date  the  notice  of  the  modification  is  published  in  the 
Federal  Register. 

(3)  Rules  to  implement  subsection  (d)  of  section  1886  of  the  Social 
Security  Act  (as  so  amended)  shall  be  established  in  accordance  with 
the  procedure  described  in  this  subsection. 

DELAY  IN  PROVISION  RELATING  TO  HOSPITAL-BASED  SKILLED  NURSING 

FACILITIES 


Sec  605.  (a)  Section  102(b)  of  the  Tax  Equity  and  Fiscal  Responsi-   96  Stat.  336. 
bility  Act  of  1982  is  amended  by  striking  out  "October  1,  1982"  and      use  i395x 
inserting  in  lieu  thereof  ''October  1, 1983".  ''''  ^ 

(b)  The  Secretary  of  Health  and  Human  Services  shall,  prior  to  42  use  i395x 
December  31,  1983,  complete  a  study  and  report  to  the  Congress  "^^^ 
with  respect  to  (1)  the  effect  which  the  implementation  of  section 
102  of  the  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  would 
have  on  hospital-based  skilled  nursing  facilities,  given  the  differ- 
ences (if  any)  in  the  patient  populations  served  by  such  facilities  and 
by  community-based  skilled  nursing  facilities  and  (2)  the  impact  on 
skilled  nursing  facilities  of  hospital  prospective  payment  systems, 
and  recommendations  concerning  payment  of  skilled  nursing 
facilities. 

SHIFT  IN  MEDICARE  PREMIUMS  TO  COINCIDE  WITH  COST-OF-LIVING 

INCREASE 

Sec.  606.  (a)(1)  Section  1839  of  the  Social  Security  Act  is  amended  42  use  i395r. 
by  striking  out  subsections  (a),  (b),  and  (c)  and  inserting  in  lieu 
thereof  the  following: 

"(a)(1)  The  Secretary  shall,  during  September  of  1983  and  of  each 
year  thereafter,  determine  the  monthly  actuarial  rate  for  enrollees 
age  65  and  over  which  shall  be  applicable  for  the  succeeding  calen- 
dar year.  Such  actuarial  rate  shall  be  the  amount  the  Secretary 
estimates  to  be  necessary  so  that  the  aggregate  amount  for  such 
calendar  year  with  respect  to  those  enrollees  age  65  and  older  will 
equal  one-half  of  the  total  of  the  benefits  and  administrative  costs 
which  he  estimates  will  be  payable  from  the  Federal  Supplementary 
Medical  Insurance  Trust  Fund  for  services  performed  and  related 
administrative  costs  incurred  in  such  calendar  year  with  respect  to 
such  enrollees.  In  calculating  the  monthly  actuarial  rate,  the  Secre- 
tary shall  include  an  appropriate  amount  for  a  contingency  margin. 

"(2)  The  monthly  premium  of  each  individual  enrolled  under  this 
part  for  each  month  after  December  1983  shall,  except  as  provided 
in  subsections  (b)  and  (e),  be  the  amount  determined  under  para- 
graph (3). 

"(3)  The  Secretary  shall,  during  September  of  1983  and  of  each 
year  thereafter,  determine  and  promulgate  the  monthly  premium 
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applicable  for  individuals  enrolled  under  this  part  for  the  succeeding 
calendar  year.  The  monthly  premium  shall  (except  as  otherwise 
provided  in  subsection  (e))  be  equal  to  the  smaller  of— 

*'(A)  the  monthly  actuarial  rate  for  enrollees  age  65  and  over, 
determined  according  to  paragraph  (1)  of  this  subsection,  for 
that  calendar  year,  or 

"(B)  the  monthly  premium  rate  most  recently  promulgated  by 
the  Secretary  under  this  paragraph,  increased  by  a  percentage 
determined  as  follows:  The  Secretary  shall  ascertain  the  pri- 
42  use  415.  mary  insurance  amount  computed  under  section  215(a)(1),  based 

upon  average  indexed  monthly  earnings  of  $900,  that  applied  to 
individuals  who  became  eligible  for  and  entitled  to  old-age 
insurance  benefits  on  November  1  of  the  year  before  the  year  of 
the  promulgation.  He  shall  increase  the  monthly  premium  rate 
by  the  same  percentage  by  which  that  primary  insurance 
amount  is  increased  when,  by  reason  of  the  law  in  effect  at  the 
time  the  promulgation  is  made,  it  is  so  computed  to  apply  to 
those  individuals  for  the  following  November  1. 
Whenever  the  Secretary  promulgates  the  dollar  amount  which  shall 
be  applicable  as  the  monthly  premium  for  any  period,  he  shall,  at 
the  time  such  promulgation  is  announced,  issue  a  public  statement 
setting  forth  the  actuarial  assumptions  and  bases  employed  by  him 
in  arriving  at  the  amount  of  an  adequate  actuarial  rate  for  enrollees 
age  65  and  older  as  provided  in  paragraph  (1)  and  the  derivation  of 
the  dollar  amounts  specified  in  this  paragraph. 

"(4)  The  Secretary  shall  also,  during  September  of  1983  and  of 
each  year  thereafter,  determine  the  monthly  actuarial  rate  for 
disabled  enrollees  under  age  65  which  shall  be  applicable  for  the 
succeeding  calendar  year.  Such  actuarial  rate  shall  be  the  amount 
the  Secretary  estimates  to  be  necessary  so  that  the  aggregate 
amount  for  such  calendar  year  with  respect  to  disabled  enrollees 
under  age  65  which  will  equal  one-half  of  the  total  of  the  benefits 
and  administrative  costs  which  he  estimates  will  be  payable  from 
the  Federal  Supplementary  Medical  Insurance  Trust  Fund  for  serv- 
ices performed  and  related  administrative  costs  incurred  in  such 
calendar  year  with  respect  to  such  enrollees.  In  calculating  the 
monthly  actuarial  rate  under  this  paragraph,  the  Secretary  shall 
include  an  appropriate  amount  for  a  contingency  margin.", 
42  use  I395r.  (2)  Subsections  (d),  (e),  (f),  and  (g)  of  section  1839  of  such  Act  are 
redesignated  as  subsections  (b),  (c),  (d),  and  (e),  respectively. 

(3)(A)  Section  18390))  of  such  Act  (as  so  redesignated)  is  amended 
by  striking  out  "subsection  (b),  (c),  or  (g)"  and  inserting  in  lieu 
thereof  "subsection  (a)  or  (e)". 

(B)  Section  1839(d)  of  such  Act  (as  so  redesignated)  is  amended  by 
striking  out  "purposes  of  subsection  (c)*'  and  inserting  in  lieu  thereof 
"purposes  of  subsection  (b)". 

(C)  Section  1839(e)  of  such  Act  (as  so  redesignated)  is  amended— 

(i)  by  striking  out  "(c)",  "(c)(1)",  and  "(c)(3)"  and  inserting  in 
lieu  thereof  "(a)",  "(a)(1)",  and  "(a)(3)",  respectively, 

(ii)  by  striking  out  "June  1983"  in  paragraph  (1)  and  inserting 
in  lieu  thereof  "December  1983",  and 

(iii)  by  striking  out  "July  1985"  and  inserting  in  lieu  thereof 
"January  1986"  each  place  it  appears. 

42  use  i395i-2.  (D)  Section  1818(c)  of  such  Act  is  amended  by  striking  out  "subsec- 
tion (c)  of  section  1839"  and  inserting  in  lieu  thereof  "subsection  (a) 
of  section  1839". 
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(E)  Section  1843(d)(1)  of  such  Act  is  amended  by  striking  out 
"without  any  increase  under  subsection  (c)  thereof  and  inserting  in 
Ueu  thereof  "without  any  increase  under  subsection  (b)  thereof. 

(F)  Section  1844(a)(l)(A)(i)  of  such  Act  is  amended— 

(i)  by  striking  out  "1839(c)(1)"  and  inserting  in  lieu  thereof 
"1839(a)(1)";  and 

(ii)  by  striking  out  "1839(c)(3)  or  1839(g)"  and  inserting  in  Heu 
thereof  "1839(a)(3)  or  1839(e)". 

(G)  Section  1844(a)(l)(B)(i)  of  such  Act  is  amended— 

(i)  by  strikmg  out  "1839(c)(4)"  and  inserting  in  lieu  thereof 
"1839(a)(4)";  and 

(ii)  by  striking  out  "1839(c)(3)  or  1839(g)"  and  inserting  in  lieu 
thereof  "1839(a)(3)  or  1839(e)". 

(H)  Section  1876(a)(5)  of  such  Act  is  amended— 

(i)  in  subparagraph  (AKii),  by  striking  out  "1839(c)(1)"  and 
inserting  in  lieu  thereof  "1839(a)(1)";  and 

(ii)  in  subparagraph  (B)(ii),  by  striking  out  "1839(c)(4)"  and 
inserting  in  lieu  thereof  "1839(a)(4)". 

(b)  Section  1818(d)(2)  of  such  Act  is  amended— 

(1)  by  strikmg  out  "during  the  last  calendar  quarter  of  each 
year,  beginning  in  1973,"  in  the  first  sentence  and  inserting  in 
lieu  thereof  "during  the  next  to  last  calendar  quarter  of  each 
year"; 

(2)  by  striking  out  "the  12-month  period  commencing  July  1  of 
the  next  year"  in  the  first  sentence  and  inserting  in  lieu  thereof 
"the  following  calendar  year";  and 

(3)  by  striking  out  "for  such  next  year"  in  the  second  sentence 
and  inserting  in  lieu  thereof  "for  that  following  calendar  year". 

(c)  The  amendments  made  by  this  section  shall  apply  to  premiums 
for  months  beginning  with  January  1984,  and  for  months  after  June 
1983  and  before  January  1984— 

(1)  the  monthly  premiums  under  part  A  and  under  part  B  of 
title  XVIII  of  the  Social  Security  Act  for  individuals  enrolled 
under  each  respective  part  shall  be  the  monthly  premium  under 
that  part  for  the  month  of  June  1983,  and 

(2)  the  amount  of  the  Government  contributions  under  section 
1844(a)(1)  of  such  Act  shall  be  computed  on  the  basis  of  the 
actuarially  adequate  rate  which  would  have  been  in  effect 
under  part  B  of  title  XVIII  of  such  Act  for  such  months  without 
regard  to  the  amendments  made  by  this  section,  but  using  the 
amount  of  the  premium  in  effect  for  the  month  of  June  1983. 
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SECTION  1122  AMENDMENTS 


Sec.  607.  (a)  Section  1122(c)  of  the  Social  Security  Act  is  amended  42  use  i320a-i 
by  striking  out  "the  Federal  Hospital  Insurance  Trust  Fund"  and 
inserting  "the  general  fund  in  the  Treasury". 

(b)(1)  Section  1122(g)  of  such  Act  is  amended— 

(A)  by  striking  out  "$100,000"  the  first  place  it  appears  and 
inserting  in  lieu  thereof  "$600,000  (or  such  lesser  amount  as  the 
State  may  establish)",  and 

(B)  by  striking  out  "$100,000"  the  second  place  it  appears  and 
inserting  in  lieu  thereof  "the  dollar  amount  specified  in  clause 
(1)". 

(2)  Section  1861(z)(2)  of  such  Act  is  amended  by  striking  out  42  use  I395x. 
"$100,000"  and  inserting  in  lieu  thereof  "$600,000  (or  such  lesser 
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amount  as  may  be  established  by  the  State  under  section  1122(g)(1) 
in  which  the  hospital  is  located)". 
42  use  i320a-i.      (c)  Section  1122  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following: 

"(j)  A  capital  expenditure  made  by  or  on  behalf  of  a  health  care 
facility  shall  not  be  subject  to  review  pursuant  to  this  section  if  75 
percent  of  the  patients  who  can  reasonably  be  expected  to  use  the 
service  with  respect  to  which  the  capital  expenditure  is  made  will  be 
individuals  enrolled  in  an  eligible  organization  as  defined  in  section 
1876(b),  and  if  the  Secretary  determines  that  such  capital  expendi- 
ture is  for  services  and  facilities  which  are  needed  by  such  organiza- 
tion in  order  to  operate  efficiently  and  economically  and  which  are 
not  otherwise  readily  accessible  to  such  organization  because — 
"(1)  the  facilities  do  not  provide  common  services  at  the  same 
site  (as  usually  provided  by  the  organization), 

"(2)  the  facilities  are  not  available  under  a  contract  of  reason- 
able duration, 

"(3)  full  and  equal  medical  staff  privileges  in  the  facilities  are 
not  available, 

"(4)  arrangements  with  such  facilities  are  not  administra- 
tively feasible,  or 

"(5)  the  purchase  of  such  services  is  more  costly  than  if  the 
organization  provided  the  services  directly.". 
42  use  1395X.        (d)  Section  1861(zK2)  of  such  Act  is  amended  by  inserting  "(A)" 
after   (2)"  and  by  adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(B)  provides  that  such  plan  is  submitted  to  the  agency 
designated  under  section  1122(b),  or  if  no  such  agency  is  desig- 
nated, to  the  appropriate  health  planning  agency  in  the  State 
(but  this  subparagraph  shall  not  apply  in  the  case  of  a  facility 
exempt  from  review  under  section  1122  by  reason  of  section 
11220));". 

Approved  April  20,  1983. 
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Mr.  Rostenkowski,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 


REPORT 

[To  accompany  H.R.  1900] 
[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Ways  and  Means  to  whom  was  referred  the 
bill  (H.R.  1900)  to  assure  the  solvency  of  the  Social  Security  Trust 
Funds,  to  reform  the  medicare  reimbursement  of  hospitals,  to 
extend  the  Federal  supplemental  compensation  program,  and  for 
other  purposes,  having  considered  the  same,  report  favorably  there- 
on without  amendment  and  recommend  that  the  bill  do  pass. 

I.  PURPOSE  AND  SCOPE 

The  Social  Security  Act  Amendments  of  1983  include  amend- 
ments to  the  social  security,  medicare,  supplemental  security 
income  and  unemployment  compensation  programs.  The  primary 
focus  of  your  Committee's  bill  is  on  restoring  the  financial  sound- 
ness of  the  old  age  and  survivors'  insurance  (OASI)  program,  which 
is  facing  severe  cash  shortfalls  over  the  next  7  years.  The  Congress 
took  major  steps  in  1977  to  address  the  financing  crisis  facing  the 
social  security  system  at  that  time,  and  to  reduce  the  long-term 
deficit  projected  for  the  next  century.  However,  the  performance  of 
the  economy  during  the  period  since  1977  has  resulted  in  an  even 
more  severe  short-term  financing  shortfall  for  the  OASI  program 
than  existed  in  1977.  The  reserves  of  the  OASI  Trust  Fund  were 
exhausted  at  the  end  of  1982,  which  necessitated  borrowing  $17.5 
billion  from  the  DI  and  HI  funds  to  assure  timely  OASI  benefit 
payments  through  June  1983.  Your  Committee's  bill  resolves  that 
short-term  problem. 

In  addition,  your  Committee  has  been  deeply  concerned  about 
the  serious  decline  in  public  confidence  in  the  social  security 
system.  This  lack  of  confidence  is  particularly  apparent  on  the  part 
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of  young  workers,  many  of  whom  apparently  are  convinced  that  be- 
cause the  system  is  projected  to  have  a  long-term  financing  deficit, 
social  security  benefits  will  not  be  available  when  they  retire  after 
the  turn  of  the  century.  The  1977  Social  Security  Amendments  re- 
duced the  long-term  deficit  then  projected  of  over  8  percent  of  tax- 
able payroll  to  1.4  percent  of  payroll.  This  deficit  has  increased 
somewhat  since  1977  to  2.09  percent  of  payroll,  primarily  because 
of  changes  in  actuarial  assumptions  about  long-range  fertility 
rates,  which  affect  the  numbers  of  both  workers  contributing  to 
and  beneficiaries  receiving  benefits  from  the  system,  and  real  wage 
growth,  which  affects  income  to  the  system  and  increases  in  bene- 
fits to  be  paid  out. 

In  your  Committee's  view  the  long-term  deficit  is  a  problem 
which  must  be  addressed  in  order  to  restore  public  confidence  in 
the  social  security  system.  Therefore,  the  combination  of  revenue 
increases  and  benefit  modifications  contained  in  the  bill  both  as- 
sures the  trust  funds  against  short-term  cash  shortfalls,  and  elimi- 
nates the  currently  projected  long-term  deficit. 

The  bill  also  provides  for  changes  in  several  other  Social  Security 
Act  programs.  In  Title  IV  of  the  bill  your  Committee  has  provided 
an  increase  in  supplemental  security  income  payments  to  compen- 
sate for  delay  of  the  social  security  cost-of-living  increase  from  July 
1983  to  January  1984,  as  well  as  other  minor  improvements  in  SSI 
protection.  Title  V  of  the  bill  extends  the  Federal  Supplemental 
Compensation  program  through  September  1983,  with  some  modifi- 
cations in  the  current  FSC  program,  and  in  addition  contains  cer- 
tain other  unemployment  compensation  amendments.  Title  VI  pro- 
vides for  the  implementation  of  a  prospective  payments  system  for 
medicare  inpatient  hospital  services. 


II.  SUMMARY  OF  PRINCIPAL  PROVISIONS 

Consistent  with  the  policy  of  your  Committee  and  the  Congress 
to  maintain  the  social  security  program  on  a  sound  financial  basis, 
your  Committee's  bill  makes  provision  for  assuring  both  the  short- 
and  long-term  financial  stability  of  the  program.  To  accomplish 
this  purpose,  your  Committee's  bill  includes  provisions  that  would 
expand  coverage  to  several  groups  of  workers  previously  excluded 
from  participation  in  the  program,  provide  mechanisms  to  assure 
the  continued  timely  payment  of  social  security  benefits  even 
under  adverse  economic  circumstances,  increase  revenues  to  the 
trust  funds,  improve  benefits  for  certain  surviving,  disabled  and  di- 
vorced spouses  and  make  revisions  in  the  benefit  computation 
methodology  for  certain  groups  of  beneficiaries. 

In  addition,  your  Committee's  bill  includes  provisions  relating  to 
supplementary  security  income  benefits,  extension  of  the  Federal 
Supplemental  Compensation  (FSC)  program,  and  the  implementa- 
tion of  a  prospective  reimbursement  system  for  medicare  inpatient 
hospital  services.  A  summary  of  the  provisions  of  your  Committee's 
bill  follows. 

TITLE  I.  PROVISIONS  AFFECTING  THE  FINANCING  OF  THE 
SOCIAL  SECURITY  SYSTEM 

A.  Coverage 

1.  FEDERAL  EMPLOYEES 

Provides  for  coverage  under  social  security  of  the  following 
groups:  (1)  all  Federal  employees  hired  on  or  after  January  1,  1984, 
including  those  with  previous  periods  of  Federal  service;  (2)  legisla- 
tive branch  employees  on  the  same  basis,  as  well  as  all  current  em- 
ployees of  the  legislative  branch  who  are  not  participating  in  the 
Civil  Service  Retirement  System  as  of  December  31,  1983;  (3)  all 
current  and  future  Members  of  Congress,  the  President  and  the 
Vice-President  effective  January  1,  1984;  (4)  all  new  employees  of 
the  judicial  branch,  including  judges,  on  or  after  January  1,  1984; 
(5)  all  sitting  Federal  judges,  and  all  executive  level  and  senior  ex- 
ecutive service  political  appointees,  as  of  January  1,  1984. 

2.  EMPLOYEES  OF  NONPROFIT  ORGANIZAITONS 

Extends  social  security  coverage  on  a  mandatory  basis  to  all  em- 
ployees of  nonprofit  organizations  as  of  January  1,  1984.  (A  special 
insured  status  requirement  would  be  provided  for  nonprofit  em- 
ployees age  55  or  older  affected  by  this  provision.) 


(3) 
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3.  PROHIBIT  TERMINATION  BY  STATE  AND  LOCAL  GOVERNMENTS 

Prohibits  State  and  local  governments  from  terminating  coverage 
for  their  employees  if  the  termination  has  not  taken  effect  by  the 
date  legislation  is  enacted,  and  allows  State  and  local  governments 
which  have  withdrawn  from  the  social  security  system  to  voluntar- 
ily rejoin. 

B.  Computation  of  Benefits 

1.  DELAY  COST-OF-LIVING  ADJUSTMENT 

Delays  the  June  1983  cost-of-living  adjustment  until  December 
(January  1984  check),  and  provides  all  subsequent  cost-of-living  ad- 
justments in  December  (January  checks).  A  cost-of-living  adjust- 
ment would  be  provided  in  the  January  1984  payment  even  if  the 
increase  in  the  CPI  is  less  than  3  percent. 

2.  STABILIZER 

Provides  that  beginning  with  1988,  if  the  fund  ratio  of  the  com- 
bined OASDI  Trust  Funds  as  of  the  beginning  of  a  year  is  less  than 
20  percent,  the  automatic  cost-of-living  adjustment  (COLA)  of 
OASDI  benefits  would  be  based  on  the  lower  of  the  CPI  increase  or 
the  increase  in  average  wages.  A  "catch  up"  benefit  payment 
would  be  made  in  a  subsequent  year  whenever  trust  fund  reserves 
reach  at  least  32  percent. 

3.  WINDFALL  BENEFITS 

Modifies  the  social  security  benefit  formula  (substituting  61  per- 
cent for  the  90  percent  in  the  first  bracket  of  the  formula)  so  as  to 
reduce  social  security  benefits  received  by  workers  who  are  eligible 
for  a  pension  from  noncovered  work  but  who  have  worked  long 
enough  in  covered  employment  to  be  eligible  for  social  security 
benefits.  This  formula  would  apply  only  to  those  reaching  age  60 
after  1983. 

4.  DELAYED  RETIREMENT  CREDIT 

Gradually  increases  the  delayed  retirement  credit  from  3  percent 
to  8  percent  per  year  between  1990  and  2008. 

C.  Revenue  Provisions 

1.  TAXATION  OF  SOCIAL  SECURITY  (OASDI)  BENEFITS  FOR  HIGHER- 
INCOME  PERSONS 

Includes  in  taxable  income,  beginning  in  1984,  a  portion  of  social 
security  benefits  and  Tier  One  benefits  payable  under  the  Railroad 
Retirement  Act  for  taxpayers  whose  adjusted  gross  income  com- 
bined with  50  percent  of  their  benefits  exceeds  a  base  amount.  The 
base  amount  would  be  $25,000  for  an  individual,  $32,000  for  a  mar- 
ried couple  filing  a  joint  return  and  zero  for  married  persons  filing 
separate  returns.  The  amount  of  benefits  that  could  be  included  in 
taxable  income  would  be  the  lesser  of  one-half  of  benefits  or  one- 
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half  of  the  excess  of  the  taxpayers'  combined  income  (adjusted 
gross  income  plus  one-half  of  benefits)  over  the  base  amount. 

The  proceeds  from  the  taxation  of  benefits,  as  estimated  by  the 
Treasury  Department,  would  be  transferred  to  the  appropriate 
trust  funds. 

2.  FICA  TAX  RATES  (OASDI) 

Advances  the  payroll  tax  increase  scheduled  for  1985  to  1984  and 
part  of  the  increase  scheduled  for  1990  to  1988,  as  indicated  below. 
(Conforming  changes  would  be  made  in  the  Tier  One  Railroad  Re- 
tirement Tax  rates.) 

EMPLOYER-EMPOYEE  OASDI  TAX  RATE  (each) 


Current  law  Proposed 


1984   5.40  5.70 

1985   5.70  5.70 

1986   5.70  5.70 

1987   5.70  5.70 

1988   5.70  6.06 

1989   5.70  6.06 

1990   6.20  6.20 


3.  TAX  CREDIT  FOR  1984  FICA  TAXES 

Provides  for  a  one  time  credit  of  0.3  percent  of  wages  to  be  al- 
lowed against  1984  employee  FICA  and  Tier  One  Railroad  Retire- 
ment taxes.  Appropriations  to  the  trust  funds  would  be  based  on  a 
5.7  percent  rate.  Conforming  changes  would  be  made  in  Tier  One 
Railroad  Retirement  Tax  rates. 

4.  TAX  ON  SELF-EMPLOYMENT  INCOME 

Beginning  in  1984,  the  OASDHI  rates  for  self-employed  persons 
would  be  equal  to  the  combined  employer-employee  OASDHI  rate. 
In  addition,  self-employed  persons  would  be  allowed  a  SEC  A  tax 
credit  of  2.1  percent  of  net  self-employment  income  in  1984,  1.8  per- 
cent from  1985  through  1987  and  1.9  percent  thereafter. 

D.  Benefits  for  Certain  Surviving,  Divorced  and  Disabled 

Spouses 

Includes  provisions  to  continue  benefits  for  a  surviving  divorced 
or  disabled  spouse  who  remarries,  to  increase  benefits  for  disabled 
widows  and  widowers  and  for  widows  whose  husbands  died  several 
years  before  the  widow  is  eligible  for  benefits,  and  to  allow  di- 
vorced spouses  to  draw  spouses'  benefits  at  age  62  whether  or  not 
the  former  spouse  has  retired. 
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E.  Mechanisms  To  Assure  Continued  Benefit  Payments  in 
Adverse  Conditions 

1.  interfund  borrowing 

Authorizes  interfund  borrowing  between  the  OASI,  DI  and  HI 
trust  funds  for  calendar  years  1983-1987,  with  provision  for  repay- 
ment of  the  principal  and  interest  of  all  such  loans  (including 
amounts  borrowed  in  1982)  at  the  earliest  feasible  time  but  not 
later  than  the  end  of  calendar  year  1989. 

2.  FIXED  MONTHLY  TAX  TRANSFERS 

Provides  for  an  acceleration  of  the  tax  transfer  mechanism  under 
which  the  Treasury  would  credit  to  the  OASDHI  Trust  Funds,  at 
the  beginning  of  each  month,  the  amount  of  payroll  tax  revenues 
that  is  estimated  to  be  received  during  the  month.  These  amounts 
would  be  invested  by  the  trust  funds  as  all  other  assets  are  invest- 
ed, and  the  trust  fund  would  pay  interest  to  the  general  fund  on 
these  amounts. 

3.  MANAGING  TRUSTEE  REPORT  TO  THE  CONGRESS  CONCERNING  TRUST 

FUND  SHORTFALLS 

Requires  the  Board  of  Trustees  to  report  immediately  to  Con- 
gress whenever  the  amount  in  any  trust  fund  is  unduly  small  and 
to  recommend  in  that  report  a  specific  legislative  plan  to  remedy 
the  shortfall.  Any  plan  must  be  enacted  by  Congress  before  taking 
effect. 

F.  Reimbursement  to  Trust  Funds  for  Military  Wage  Credits 
AND  Uncashed  OASDI  Checks 

Provides  for  a  lump-sum  pajmient  to  the  OASDI  Trust  Funds 
from  the  General  Fund  of  the  Treasury  for:  (i)  The  present  value  of 
the  estimated  additional  benefits  arising  from  the  gratuitous  mili- 
tary service  wage  credits  for  service  before  1957;  (ii)  the  amount  of 
the  combined  employer-employee  OASDHI  taxes  on  the  gratuitous 
military  service  wage  credits  for  service  after  1956  and  before  1983; 
and  (iii)  the  amount  of  all  uncashed  benefit  checks  which  have 
been  issued  in  the  past. 

TITLE  n.  ADDITIONAL  PROVISIONS  RELATING  TO  LONG- 
TERM  FINANCING  OF  THE  SOCIAL  SECURITY  SYSTEM 

Reduces  initial  benefit  levels  by  5  percent  by  decreasing  the  per- 
centage factors  in  the  benefit  formula  by  two-thirds  of  1  percent 
each  year  for  8  years  beginning  in  the  year  2000.  Increases  the 
OASDI  tax  rate  by  0.24  percentage  points  for  employers  and  em- 
ployees each  in  the  year  2015. 

TITLE  III.  MISCELLANEOUS  AND  TECHNICAL  PROVISIONS 

Your  Committee's  bill  also  includes  several  miscellaneous  and 
technical  provisions  relating  to  cash  management,  elimination  of 
gender-based  distinctions  under  the  social  security  program,  cover- 
age, and  other  matters.  Among  these  provisions  are  the  following: 
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1.  Trust  Fund  Investment  Procedures 

Several  changes  would  be  made  in  the  investment  procedures  of 
the  social  security  trust  funds.  Most  importantly,  a  new  short-term 
rate  would  be  added  so  that  the  trust  funds  would  be  invested  at 
short  or  long-term  rates  in  order  to  maximize  return  to  the  funds. 

2.  Social  Security  as  a  Separate  Function  in  the  Unified 

Budget 

Requires  the  OASI,  DI,  HI  and  SMI  trust  fund  operations  to  be 
displayed  as  a  separate  function  within  the  budget.  Beginning  with 
fiscal  year  1988,  these  Trust  Fund  operations  except  SMI  would  be 
removed  from  the  unified  budget. 

3.  SSA  AS  Independent  Agency 

Authorizes  a  feasibility  and  implementation  study  with  respect 
to  establishing  SSA  as  an  independent  agency. 

4.  Public  Pension  Offset 

Beginning  in  July  1983,  the  amount  of  a  social  security  beneficia- 
ry's public  pension  offset  would  be  one-third  of  the  public  pension. 

5.  Elective  Compensation 

Provides  that  employer  contributions  to  the  following  elective 
compensation  arrangements  will  be  includible  in  the  FICA  wage 
base:  cash  or  deferred  compensation  (section  401(k)  of  the  Internal 
Revenue  Code),  cafeteria  plans  (section  125)  and  tax-sheltered  an- 
nuities (section  403(b)). 

6.  FICA  Wage  Base 

Provides  that  the  definition  of  wages  subject  to  the  FICA  tax 
would  be  interpreted  solely  with  reference  to  the  FICA  statute,  not 
with  reference  to  income  taxes  or  income  tax  withholding.  An  ex- 
plicit exclusion  from  FICA  tax  would  be  provided  for  meals  and 
lodging  excluded  from  income  tax  under  section  119  of  the  Internal 
Revenue  Code. 

7.  SiMPUFiED  Employee  Pensions 

Provides  that  employer  contributions  to  a  simplified  employee 
pension  (SEP)  would  be  exempt  from  FICA,  but  employee  contribu- 
tions would  be  subject  to  FICA.  Conforming  changes  would  be 
made  in  the  Social  Security  Act  definition  of  covered  wages. 

TITLE  IV.  SUPPLEMENTAL  SECURITY  INCOME  BENEFITS 

1.  SSI  Benefit  Increase  and  Pass-through  Requirements 

The  Federal  SSI  benefit  payment  is  increased  by  $20  per  month 
for  individuals  and  $30  per  month  for  couples,  effective  July  1, 
1983.  The  next  Federal  SSI  cost-of-living  adjustment  would  be  de- 
layed from  July  1983  until  January  1984,  and  the  current  linkage 
between  the  OASDI  and  the  SSI  COLA  would  be  maintained. 
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2.  Disregard  of  Emergency  and  Other  In-kind  Assistance 

Until  September  30,  1983,  emergency  and  other  in-kind  assist- 
ance provided  by  a  private  non-profit  organization  to  an  aged,  blind 
or  disabled  individual,  or  to  a  family  with  dependent  children, 
would  be  disregarded  under  the  SSI  and  AFDC  programs,  if  the 
State  determines  that  such  assistance  was  provided  on  the  basis  of 
need. 

3.  Payment  of  SSI  to  Temporary  Residents  of  Pubuc  Emergency 

Shelters 

Aged,  blind  or  disabled  individuals  who  are  temporary  residents 
of  public  emergency  shelters  could  receive  SSI  payments  for  a 
period  of  up  to  three  months  during  any  12-month  period. 

TITLE  V.  UNEMPLOYMENT  COMPENSATION  PROVISION 

1.  Extension  of  Federal  Supplemental  Compensation  (FSC) 

Program 

Extends  the  FSC  program  for  six  months,  from  April  1,  1983 
through  September  30,  1983;  and  provides  additional  weeks  of  bene- 
fits for  individuals  who  have  exhausted  basic  FSC  entitlement. 

2.  Option  for  Voluntary  Health  Insurance  Program 

Provides  States  the  option  of  deducting  an  amount  from  the  un- 
employment compensation  benefits  otherwise  payable  to  an  indi- 
vidual and  using  the  amount  deducted  to  pay  for  health  insurance, 
if  the  individual  elects  to  have  such  a  deduction  made  from  his 
benefits. 

3.  Treatment  of  Certain  Organizations  That  Were 
Retroactively  Granted  501(c)(3)  Status 

Allows  a  nonprofit  organization  that  elects  to  switch  from  the 
contribution  to  the  reimbursement  method  of  financing  unemploy- 
ment benefits  to  apply  any  accumulated  balance  in  its  State  unem- 
ployment account  to  costs  incurred  after  it  switches  to  the  reim- 
bursement method,  under  certain  conditions. 

TITLE  VI.  PROSPECTIVE  PAYMENTS  FOR  MEDICARE 
INPATIENT  HOSPITAL  SERVICES 

Payment  for  inpatient  hospital  services  under  the  medicare  pro- 
gram would  be  made  on  the  basis  of  prospectively  determined 
rates.  The  new  prospective  payment  system  would  reimburse  hospi- 
tals on  a  per-case  basis.  A  single  payment  amount  would  be  paid 
for  each  type  of  case,  identified  by  the  diagnosis-related  group 
(DRG)  into  which  each  case  is  classified. 

Separate  pa5mient  rates  would  apply  to  urban  and  rural  areas  in 
each  of  the  nine  census  divisions  of  the  country  (the  50  States  and 
the  District  of  Columbia).  The  regional  adjustment  would  no  longer 
apply  (i.e.,  sunsetted)  beginning  with  payments  after  the  fourth 
year  of  the  program.  The  DRG  rates  would  be  adjusted  for  regional 
differences  in  hospital  wage  levels  so  that  hospitals  in  high  wage 
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areas  would  receive  somewhat  larger  payments  than  hospitals  in 
lower  wage  areas.  The  Secretary  would  be  required  to  provide  addi- 
tional payment  amounts  in  cases  of  exceptionally  lengthy  stays  in 
hospitals  and,  as  determined  by  the  Secretary,  for  other  extra-ordi- 
nary costly  cases. 

Implementation  of  the  system  would  be  phased-in  over  a  3-year 
period,  starting  with  each  hospital's  first  accounting  year  begin- 
ning on  or  after  October  1,  1983. 

Among  the  more  significant  features  of  the  new  system  are  the 
following: 

1.  Excludes  capital-related  costs  and  direct  and  indirect  expenses 
associated  with  medical  education  activities  from  payment  determi- 
nations under  the  prospective  payrnent  system.  Medical  education 
expenses,  such  as  the  salaries  of  interns  and  residents  under  ap- 
proved education  programs,  would  continue  to  be  paid  on  the  basis 
of  reasonable  cost.  In  addition,  with  respect  to  indirect  medical 
education  expenses,  and  adjustment  would  be  provided  equal  to 
twice  the  amount  of  the  teaching  adjustment  in  the  "section  223" 
limits  of  present  law. 

2.  Exempts  psychiatric,  long-term  care,  children's  and  rehabilita- 
tion hospitals  from  the  prospective  payment  system.  Hospitals  with 
rehabilitation  units  or  psychiatric  care  units  could  apply  to  the 
Secretary  for  exemption  from  the  prospective  payment  system  for 
care  rendered  in  those  units.  The  Secretary  would  be  authorized  to 
provide  for  exceptions  and  adjustments  to  take  into  account  the 
special  needs  of  sole  community  providers.  Also,  the  Secretary 
would  be  required  to  provide,  by  regulation,  for  such  exceptions 
and  adjustments  as  he  or  she  deems  appropriate,  including  those 
with  respect  to  public  hospitals,  teaching  hospitals,  and  hospitals 
that  are  extensively  involved  in  cancer  treatment  and  research.  In 
addition,  the  Secretary  would  be  required  to  provide  exceptions  and 
adjustments  for  hospitals  that  serve  a  disproportionately  large 
number  of  low-income  persons  and  medicare  beneficiaries. 

3.  Provides  for  the  same  administrative  and  judicial  review  pro- 
cedures under  the  new  prospective  payment  system  as  those  availa- 
ble to  hospitals  under  present  law,  except  that  neither  administra- 
tive nor  judicial  review  of  (1)  the  adequacy  of  the  amount  of  pros- 
pective payments  and  (2)  the  establishment  of  the  diagnosis  related 
classifications  would  be  permitted. 

4.  Requires  the  Secretary  to  establish  an  admissions  and  dis- 
charges monitoring  system  utilizing  the  Health  Care  Financing  Ad- 
ministration, medicare  intermediaries,  professional  standards 
review  organizations/ professional  review  organizations  or  such 
other  medical  review  authority,  to  review  admission  practices  and 
quality  of  care.  In  addition,  hospitals  would,  effective  October  1, 
1984,  be  required  to  contract  with  a  professional  review  organiza- 
tion, or  any  other  review  organization  authorized  to  conduct  review 
for  the  medicare  program  in  an  area,  for  review  of  admissions,  dis- 
charges, and  quality  of  care  as  a  condition  of  receiving  medicare 
payments. 

5.  Authorizes  the  Secretary  to  make  medicare  payments  accord- 
ing to  a  State's  hospital  cost  control  system,  if  the  State  so  re- 
quests, if  the  system:  (1)  applies  to  substantially  all  non-Federal 
acute  care  hospitals;  (2)  applies  to  at  least  75  percent  of  hospital 
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revenues  in  the  State;  (3)  treats  payors,  employees,  and  patients 
equitably;  (4)  will  not  result  in  greater  medicare  expenditures  over 
a  three-year  period  than  would  otherwise  have  been  made;  and  (5) 
will  not  preclude  HMOs  or  CMPs  from  negotiating  directly  with 
hospitals  with  respect  to  payment  for  inpatient  hospital  services. 

6.  Requires  the  Secretary  to  analyze  the  impact  of  the  prospec- 
tive payment  plan  in  operation  on  individual  hospitals,  classes  of 
hospitals,  and  third-party  payors,  and  to  report  to  Congress  in  each 
of  four  years.  In  addition,  GAO  would  be  required  to  review  the 
adequacy  of  the  Secretary's  analysis. 

7.  In  the  first  year  of  the  program,  fiscal  year  1984,  requires  the 
Secretary  to  begin  to  collect  data  to  calculate  physician  charges  for 
each  DRG.  The  Secretary  would  be  required  to  report  to  the  Con- 
gress by  December  31,  1984,  on  the  advisability  and  feasibility  of 
making  physician  payments  under  a  prospective  pajonent  system. 


III.  GENERAL  EXPLANATION 


Introduction 

The  social  security  system,  both  the  old-age  retirement  and  survi- 
vors and  disability  cash  benefit  programs  (OASDI)  and  the  Medi- 
care program  (HI),  is  facing  under  current  law  a  major  cash  short- 
fall over  the  next  decade.  Under  P.L.  97-123,  the  OASI  Fund  was 
allowed  to  borrow  only  sufficient  funds  from  the  DI  and  HI  Funds 
to  pay  benefits  through  June,  1983.  If  nothing  more  were  done 
than  to  extend  interfund  borrowing  authority,  the  three  combined 
funds  (OASDHI)  would  be  unable  to  pay  benefits  on  time  beginning 
in  the  spring  of  1984.  The  critical  financing  shortfall  lasts  through 
about  1990,  and  the  total  short-term  needs  of  the  system  have  been 
estimated  at  $150  to  $200  billion  by  the  National  Commission  on 
Social  Security  Reform. 

Over  the  long-run,  under  intermediate  economic  and  demograph- 
ic assumptions,  the  OASDI  system  faces  a  deficit  that  is  projected 
to  develop  in  2015  after  a  period  of  surpluses  in  the  1990's.  This 
deficit  peaks  in  2035  at  4.61  percent  of  taxable  pajnroU,  and  aver- 
ages 2.09  percent  over  the  entire  75-year  projection  period. 

The  Medicare  system  has  adequate  resources  for  the  immediate 
future,  but  will  develop  a  much  deeper  deficit  toward  the  end  of 
this  decade.  The  HI  Trust  Fund  will  be  unable  to  meet  its  obliga- 
tions sometime  in  1989  under  intermediate  assumptions,  and  its 
deficits  are  increasingly  severe  over  the  remainder  of  the  25-year 
forecasting  period.  The  HI  deficit  averaged  over  the  1982-2010 
period  is  1.48  percent  of  payroll,  which  means  that  about  34  per- 
cent of  its  obligations  are  unfunded  under  current  law;  this  could 
be  compared  with  OASDI's  .66  percent  of  payroll  surplus  over  the 
same  period.  The  long-run  financing  problem  for  the  Medicare  pro- 
gram is  primarily  to  the  increasing  costs  of  hospital  and  medical 
care. 

The  short-term  financing  crisis  for  the  OASI  program  is  the 
result  of  two  factors:  (1)  five  years  of  recurring  cycles  of  high  infla- 
tion coupled  with  low  productivity  and  high  unemployment;  and  (2) 
insufficient  reserve  levels  provided  by  the  tax  increases  and  benefit 
reforms  enacted  in  1977  (which  did  not  take  full  effect  until  1981 
and  later). 

Beginning  in  1972,  when  OASDI  benefit  increases  were  made 
automatic  based  on  increases  in  inflation,  projections  of  trust  fund 
experience  had  to  be  based  on  dynamic  economic  assumptions,  that 
is,  on  assumptions  about  future  increases  in  inflation  and  wage 
levels,  in  order  to  more  accurately  reflect  the  future  rise  in  benefit 
levels  and  the  wage  base  that  would  occur  automatically.  Retaining 
the  old  system  of  static  economic  assumptions  would  probably  have 
resulted  in  underestimating  program  costs  and  revenues.  However, 
use  of  dynamic  assumptions  in  conjunction  with  a  fully  indexed 
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benefit  structure  means  that  projections  of  program  experience  are 
much  more  difficult  to  make  accurately.  The  benefit  levels  and 
trust  fund  income,  as  well  as  every  set  of  economic  assumptions, 
are  highly  sensitive  to  changing  economic  conditions  particularly 
near-term  fluctuations,  so  that  no  set  of  projections  can  be  abso- 
lutely certain. 

Compounding  this  difficulty  in  predicting  economic  patterns  was 
an  unintended  effect  of  the  way  automatic  benefit  increases  were 
applied  to  existing  and  new  benefits,  which  caused  benefits  to  in- 
crease much  more  rapidly,  in  comparison  to  pre-retirement  earn- 
ings, than  had  been  anticipated.  Thus,  from  1972  on,  at  the  same 
time  as  the  economy  was  performing  more  poorly  than  had  been 
predicted,  it  was  realized  that  benefits  would  rise  with  the  auto- 
matic provisions  more  rapidly  than  anticipated. 

Beginning  with  its  report  of  1973,  the  Social  Security  Board  of 
Trustees  repeatedly  forecast  an  adverse  financial  situation  for  the 
program  both  in  near-term  (late  1970's  and  early  1980's)  and  the 
long-run  i.e.,  until  the  middle  of  the  next  century.  The  short-term 
forecast  of  the  1977  Trustees*  Report  showed  DI  fund  reserves  fall- 
ing to  zero  in  late  1978,  and  OASI  reserves  being  used  up  by  1983. 
The  same  report  showed  a  long-term  deficit  for  OASDI  (over  the  75- 
year  period)  of  8.2  percent  of  taxable  payroll,  which  represented  an 
average  shortfall  in  revenues  of  more  than  40  percent  of  the  costs 
of  the  program. 

As  a  result  of  these  projections,  the  Congress  enacted  the  1977 
Amendments,  which  improved  forecasts  of  the  financial  condition 
of  the  program  significantly.  At  the  time  of  enactment,  the  OASDI 
program  was  projected  to  be  in  a  surplus  position  through  the  next 
25-year  period.  The  improved  short-run  outlook  was  brought  about 
by  legislated  changes  to  increase  short-term  revenues  and  to  reduce 
benefits. 

While  the  1977  amendments  included  major  future  tax  increases 
and  a  25  percent  reduction  in  future  benefits,  the  full  effect  of 
these  changes  was  delayed  until  1981  and  later.  At  the  time  the 
amendments  were  enacted,  it  was  known  that  the  safety  margin 
provided  in  the  early  years  would  not  be  very  great,  but  the  system 
at  that  point  had  reserves  of  $40  billion,  which  were  thought  to  be 
sufficient  to  assure  benefit  payments  until  the  additional  revenues 
from  the  major  tax  increases  could  be  realized.  It  should  also  be 
noted  that  the  1977  Amendments  reduced  the  long-term  deficit 
from  8.2  percent  to  1.4  percent  of  payroll,  but  did  not  attempt  to 
eliminate  the  long-term  deficit. 

Economic  conditions  since  1977  have  again  proved  to  be  substan- 
tially worse  than  previously  predicted,  as  indicated  in  the  table 
below;  each  percentage  point  in  the  CPI  increases  trust  fund  costs 
by  about  $1.5  billion,  so  that  the  1980  increase  alone  cost  about  $13 
billion  more  than  predicted.  As  a  result,  benefit  increases  raised 
trust  fund  outlays  beyond  expectations  at  precisely  the  time  real 
wages  were  declining  and  unemployment  was  increasing,  so  that 
revenues  have  not  kept  pace  with  outlays.  The  OASI  porgram  has 
had  to  use  reserves  to  make  up  for  shorfalls  in  yearly  income  every 
year  since  1977.  Consequently,  OASI  reserves  were  significantly  re- 
duced and  interfund  borrowing  authority  was  authorized  by  Con- 
gress in  December  1981,  to  allow  the  OASI  fund  to  borrow  from  DI 
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and  HI  fund  reserves  in  late  1982  to  assure  benefit  payments 
through  July,  1983. 

COMPARISON  OF  KEY  ECONOMIC  INDICATORS,  1977  FORECAST  AND  ACTUAL  EXPERIENCE 


CPI  increase  Real  wages  Unemployment 

Calendar  year       

Estimate       Actual       Estimate       Actual       Estimate  Actual 


1977   6.0  6.5  2.4  1.6  7.1  7.0 

1978   5.4  7.6  2.7  0.6  6.3  6.0 

1979   5.3  11.5  2.5  -2.7  5.7  5.8 

1980   4.7  13.5  2.4  -4.9  5.2  7.1 

1981   4.1  10.3  2.3  -1.6  5.0  7.6 

1982   4.0  6.0  2.0  -0.4  5.0  9.7 


Titles  I,  II,  and  III  of  your  Committee's  bill  are  therefore  intend- 
ed to  restore  the  financial  soundness  of  the  old  age  and  survivors' 
and  disability  insurance  trust  funds,  both  in  the  short-term  and 
over  the  entire  seventy-five  year  forecasting  period.  In  order  to  ac- 
complish this  goal  your  Committee  has  approved  a  number  of  re- 
forms, including  major  extensions  of  social  security  coverage, 
changes  in  the  types  of  income  subject  to  social  security  and 
income  taxes,  acceleration  of  payments  into  the  trust  funds  from 
general  revenues,  reductions  in  benefit  levels,  and  increases  in 
OASDI  tax  rates  (both  the  employer-employee  rate  and  the  self-em- 
ployment rate).  The  combination  of  these  measures  will  increase 
revenues,  and  reduce  benefit  outlays  over  the  short-term  for  a  total 
of  $165.3  billion.  Over  the  long-run,  these  reforms  will  eliminate 
the  currently  projected  long-term  deficit  of  2.09  percent  of  payroll. 
In  addition,  the  bill  provides  a  stabilizing  mechanism  that  will 
reduce  the  sensitivity  of  the  system's  financing  to  economic  fluctu- 
ations. 

A.  Provisions  Affecting  the  Financing  of  the  Social  Security 
System  (Title  I) 

1.  General  Discussion 

a.  coverage 

Section  101.  Newly  hired  and  certain  current  Federal  employees 

The  social  security  system  under  present  law  covers  over  ninety 
percent  of  jobs  in  paid  employment,  over  115  million  workers.  The 
ten  percent  of  workers  not  now  covered  by  social  security  includes 
most  Federal  civilian  workers  (2.4  out  of  2.7  million),  about  30  per- 
cent of  State  and  local  employees  (approximately  3  million),  and 
10-15  percent  of  employees  of  nonprofit  organizations  (up  to  1  mil- 
lion). 

The  Social  Security  Act  of  1935  excluded  from  coverage  all  civil- 
ian employment  for  the  Federal  government  or  for  an  instrumen- 
tality of  the  United  States.  At  that  time,  the  Federal  Civil  Service 
Retirement  (CSR)  system,  which  covered  most  Federal  civilian  em- 
ployment, had  been  in  existence  for  15  years  and  there  seemed  to 
be  no  need  for  Federal  employees  to  be  covered  under  two  retire- 
ment systems. 
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The  Social  Security  Amendments  of  1950,  as  part  of  a  major  ex- 
pansion of  the  social  security  program,  covered  civilian  employees 
of  the  Federal  Government  who  were  not  covered  under  any  Feder- 
al retirement  system.  (These  employees  were  short-term  Federal 
employees  who  were  considered  likely  to  shift  between  Federal  and 
private  employment.)  The  1950  amendments  specifically  excluded 
from  coverage  services  performed  for  the  Federal  Government  by 
the  President,  the  Vice  President,  Members  of  Congress,  legislative 
employees  of  the  Congress,  inmates  of  Federal  penal  institutions, 
certain  student  employees  of  Federal  hospitals,  and  temporary, 
emergency  employees. 

Your  Committee  has  been  concerned  about  this  issue  for  many 
years  because  the  exclusion  of  most  civilian  employees  of  the  Fed- 
eral Government  from  social  security  coverage  has  resulted  in  two 
major  problems,  related  mainly  to  the  large  number  of  workers 
who  shift  between  Federal  emplojnuent  and  work  covered  under 
social  security.  The  first  problem  is  that  there  are  gaps  in  protec- 
tion of  workers  who  have  worked  both  under  the  CSR  system  and 
social  security;  some  employees  only  qualify  for  benefits  under  one 
system  so  that  their  benefits  are  not  based  on  their  lifetime  earn- 
ings and  contributions  to  both  systems,  while  other  employees  fail 
to  get  benefits  under  either  system.  The  second  problem  is  that 
many  employees  who  have  worked  under  both  systems  are  able  to 
qualify  for  social  security  benefits  by  working  for  relatively  short 
periods  in  jobs  covered  under  social  security,  and  to  also  qualify  for 
substantial  CSR  benefits. 

A  succession  of  studies,  advisory  councils  and  commissions  have 
recommended  repeatedly  that  social  security  coverage  be  extended 
to  Federal  workers.  The  most  recent  example  of  such  advice  is  the 
National  Commission  on  Social  Security  Reform,  which  recom- 
mended that  newly  hired  Federal  employees  be  brought  into  the 
system. 

Your  Committee's  bill  provides  for  coverage  under  social  security 
of  the  following  groups:  (1)  all  Federal  employees  hired  on  or  after 
January  1,  1984,  including  those  with  previous  periods  of  Federal 
service  if  the  break  in  Federal  service  lasted  at  least  365  days;  (2) 
legislative  branch  employees  on  the  same  basis,  as  well  as  all  cur- 
rent employees  of  the  legislative  branch  who  are  not  participating 
in  the  Civil  Service  Retirement  System  as  of  December  31,  1983;  (3) 
all  Members  of  Congress,  the  President  and  the  Vice-President  ef- 
fective January  1,  1984;  (4)  all  sitting  Federal  judges,  and  all  execu- 
tive level  and  senior  executive  service  political  appointees,  as  of 
January  1,  1984. 

This  provision  of  your  Committee's  bill  does  not,  and  is  not  in- 
tended to,  affect  in  any  way  the  existing  civil  service  retirement 
provisions  or  the  applicability  of  such  provisions  to  the  newly  cov- 
ered employees  and  Members  of  Congress.  Federal  employees  af- 
fected by  the  provision,  including  Members  of  Congress,  who  choose 
to  participate  in  the  civil  service  retirement  program  will  continue 
to  contribute  the  full  amount  to  the  Civil  Service  Retirement  Fund 
as  required  by  existing  provisions  of  law,  until  those  provisions  are 
modified  by  the  Congress. 

The  members  of  your  Committee  are  firmly  committed  to  the 
proposition  that  Federal  employees  are  entitled  to  comprehensive 
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retirement  protection  and  that  a  supplemental  pension  plan  should 
be  enacted  for  Federal  employees  which  would  provide  such  protec- 
tion. Development  of  such  a  plan  is  the  responsibility  of  the  (Com- 
mittee on  Post  Office  and  Civil  Service,  whose  Chairman  has  ex- 
pressed a  similar  commitment  to  developing  a  supplemental  plan. 

Your  Committee  is  convinced  that  extension  of  coverage  to  new 
Federal  workers  will  result  in  improving  protection  and  retirement 
benefits  for  the  vast  majority  of  these  employees,  for  several  rea- 
sons: 

(1)  Social  security  provides  family  and  survivor  benefits  with  no 
reduction  in  the  benefit  of  the  worker. 

(2)  Disability  protection  under  social  security  requires  recent  cov- 
ered employment,  so  that  workers  leaving  Federal  service  are  with- 
out disability  protection  for  several  years. 

(3)  Over  half  of  all  workers  who  enter  Federal  emplojonent  will 
eventually  leave  Federal  service  with  no  eligibility  for  CSRS  bene- 
fits; if  they  take  their  contributions  with  them,  they  receive  no  in- 
terest on  contributions  after  the  first  5  years,  or  employer-share 
contributions.  Thus,  their  eventual  social  security  benefits  may  be 
lower  then  if  their  Federal  employment  had  been  covered,  and  they 
will  not  have  received  any  benefits  at  all  from  their  contributions 
to  CSRS. 

(4)  Federal  employees  who  are  low-paid  would  receive  the  advan- 
tage of  the  social  security  weighted  benefits  formula.  The  CSR 
benefit  formula  gives  a  greater  advantage  to  higher-paid  long- 
career  workers. 

Section  102.  Mandatory  coverage  of  employees  of  nonprofit  organiza- 
tions 

Under  current  law,  work  performed  for  a  nonprofit  religious, 
charitable,  educational  or  other  tax-exempt  organization  of  the 
type  described  in  section  501(c)(3)  of  the  Internal  Revenue  Code  is 
covered  under  social  security  if  the  organization  files  a  certificate 
(or  is  presumed  to  have  filed  one  under  the  "presumptive  waiver" 
interpretation)  with  the  Internal  Revenue  Service  waiving  its  ex- 
emption from  social  security  taxation.  Work  performed  for  other 
nonprofit  organizations  is  covered  compulsorily.  It  is  estimated  that 
about  80  to  90  percent  of  the  roughly  5.3  million  employees  of  501 
(cX3)  nonprofit  organizations  are  covered  under  social  security;  over 
80  percent  of  employees  in  nonprofit  organizations  are  involved  in 
health  or  education-related  activities. 

Nonprofit  organizations  may  terminate  coverage  for  their  em- 
ployees upon  giving  2  years'  advance  notice  to  the  Secretary  of 
Treasury,  but  the  notice  may  not  be  given  until  the  coverage  has 
been  in  effect  for  at  least  8  years.  Also,  the  Secretary  may  termi- 
nate coverage  if  the  organization  is  no  longer  able  to  meet  the  re- 
quirements of  section  501(cX3)  of  the  Code  (in  which  case  the  em- 
ployees are  covered  mandatorily),  or  if  it  is  unable  to  pay  the  re- 
quired social  security  contributions.  As  is  the  case  for  State  and 
local  governments,  once  coverage  has  been  terminated  for  a  non- 
profit employer,  the  employer  cannot  again  provide  social  security 
coverage  for  his  employees.  Also,  nonprofit  employers  are  under  no 
legal  constraint  to  notify  employees  that  notice  of  termination  has 
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been  filed  with  the  Treasury  Department,  or  to  hold  a  referendum 
on  the  matter. 

Coverage  was  extended  on  an  optional  basis  to  employees  of 
State  and  local  governments  and  of  tax-exempt  nonprofit  groups 
beginning  in  1950  for  several  reasons:  (1)  Congress  had  covered 
those  most  in  need  of  social  security  first,  primarily  industrial 
workers,  and  since  State  and  local  government  employees  in  many 
cases  had  retirement  systems  already,  they  had  relatively  low  pri- 
ority; (2)  most  nonprofit  groups  were  covered  mandatorily,  but  reli- 
gious and  philanthropic  groups  opposed  mandatory  coverage  origi- 
nally because  of  fears  of  Federal  influence  over  religious  activities; 
(3)  by  1950,  these  groups  wanted  social  security  coverage  but  only  if 
it  did  not  threaten  already  existing  retirement  systems  and,  in  the 
case  of  nonprofit  groups,  separation  of  church  and  State. 

To  avoid  these  constitutional  issues,  and  the  issues  with  religious 
groups  that  would  have  been  raised  by  mandatory  coverage,  Con- 
gress covered  these  groups  on  an  optional  basis. 

Your  Committee  has  been  deeply  concerned  about  the  growing 
trend  toward  termination  of  coverage  for  nonprofit  employees.  The 
number  of  organizations  filing  to  terminate  coverage  for  their  em- 
ployees has  dramatically  increased  over  the  last  three  years. 
Through  December  1984,  termination  notices  are  pending  for  977 
nonprofit  organizations,  including  424  hospitals  employing  322,600 
employees. 

The  major  reasons  for  the  recent  acceleration  in  terminations 
are  first,  the  desire  of  some  nonprofit  employers  (primarily  non- 
profit hospitals)  to  look  to  withdrawal  from  social  security  as  a  way 
to  reduce  operating  costs,  and  second,  the  general  perception  on 
the  part  of  younger  workers  that  the  social  security  system  will  not 
be  able  to  pay  benefits  when  they  reach  retirement  and  that  they 
would  thus  be  better  off  withdrawing  from  the  system  and  provid- 
ing for  their  own  retirement  needs.  However,  the  lack  of  social  se- 
curity coverage  for  these  workers  means  they  must  forfeit  the  ad- 
vantages of  a  nearly  universal  social  insurance  system.  The  major 
consequences  for  workers  include:  the  loss  of  specific  features  of 
social  security  that  are  difficult  to  replace;  the  creation  of  gaps  in 
the  worker's  earnings  record;  and  the  possible  loss  of  some  or  all 
pension  protection  because  of  the  limited  portability  and  varying 
vesting  requirements  of  private  plans. 

Social  security  cannot  be  replaced  for  these  workers  through  a 
private  insurance  plan  or  investments.  Individual  planning  can 
only  protect  the  worker  against  those  risks  he  chooses  to  protect 
himself  against.  An  individual  deciding  on  specific  insurance  cover- 
age will  know  whether  he  has  chosen  correctly,  only  when  it  is  too 
late  to  do  anjrthing  about  it.  In  contrast,  the  social  insurance 
system  provides  benefits  in  the  event  of  a  very  broad  variety  of  cir- 
cumstances which  may  not  be  predicted  in  advance,  i.e.,  early 
death  or  disability,  or  divorce,  which  is  particularly  important  in 
the  case  of  women  employees.  Social  security  also  provides  family 
protection  which  young  workers  may  not  anticipate  needing  but 
which  may  become  valuable  if,  for  example,  both  members  of  a 
married  couple  do  not  or  cannot  work  steadily  throughout 
their  careers. 
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Moreover,  private  pension  plan  coverage  is  generally  not  porta- 
ble. Because  private  pensions  are  funded  independently  by  the  spe- 
cific employer  involved  (or  group  of  employers  in  the  case  of  multi- 
employer plans),  rights  accrued  under  one  plan  cannot  generally  be 
transferred,  or  built  upon  through  work  for  another  employer. 
Many  plans  do  provide  permanent  rights  to  a  pension  of  some  sort 
at  retirement  if  the  worker  stays  with  the  employer  long  enough  to 
accrue  vested  rights.  However,  deferred  compensation  plans  of  this 
sort  cannot  compensate  for  inflation  over  the  worker's  whole  work- 
ing career.  The  amount  of  any  deferred  pension  an  employee  re- 
tains after  leaving  a  job  is  usually  frozen  despite  subsequent  infla- 
tion that  would  have  been  recognized  by  increasing  the  pension 
earned  for  those  years  if  the  employee  had  stayed  in  the  job. 

Workers  can  easily  move  from  one  noncovered  job  to  another 
throughout  a  substantial  working  career  and  never  acquire  any 
basic  pension  protection,  or  social  security  coverage.  The  problem 
of  portability  is  particularly  acute  for  low  and  average  wage  work- 
ers who  have  little  or  no  margin  of  income  for  savings  that  might 
compensate  for  the  lack  of  private  pension  coverage,  and  for 
women  who  already  may  have  substantial  periods  of  noncovered 
earnings  because  of  childcare  responsibilities. 

In  order  to  resolve  these  problems  and  guarantee  social  security 
protection  for  all  nonprofit  employees,  your  Committee's  bill  ex- 
tends social  security  coverage  on  a  mandatory  basis  to  all  employ- 
ees of  nonprofit  organizations  as  of  January  1,  1984.  This  coverage 
will  extend  both  to  employees  of  organizations  that  have  terminat- 
ed coverage  as  well  as  to  those  which  have  never  been  covered.  Ter- 
mination notices  now  pending  would  be  invalid.  In  addition,  the 
bill  provides  a  special  provision  for  older  nonprofit  employees:  non- 
profit employees  age  55  or  older  affected  by  this  provision  would  be 
deemed  to  be  fully  insured  for  social  security  benefits  after  acquir- 
ing a  given  number  of  quarters  of  coverage,  according  to  a  sliding 
scale  set  in  the  law  (e.g.,  20  quarters  would  be  required  for  persons 
age  55  and  56,  ranging  down  to  6  quarters  for  those  age  60  and 
over). 

Section  lOS.  Duration  of  agreements  for  coverage  of  State  and  local 
employees 

Social  security  coverage  for  employees  of  the  States  and  their  po- 
litical subdivisions  is  available  only  through  agreements  between 
the  Secretary  of  Health  and  Human  Services  and  the  States.  Under 
the  agreements,  each  State  decides  which  groups  of  employees  (e.g., 
a  specific  county,  city,  teachers,  etc.)  will  be  covered,  subject  to  pro- 
visions in  the  Federal  law  (affecting  relatively  few  people)  which 
mandate  referendums  of  affected  members  of  existing  retirement 
systems  in  order  to  approve  extension  of  coverage  to  their  group. 
Under  these  provisions,  about  70  percent — some  9.4  million  out  of 
the  approximately  13.2  million  State  and  local  employees — are  cov- 
ered under  social  security.  The  major  exceptions  are  the  employees 
of  the  State  of  Alaska,  the  only  State  to  withdraw  from  the  system, 
and  of  Maine,  Massachusetts,  Nevada,  and  Ohio,  which  never  chose 
to  participate  in  the  system. 

The  social  security  law  permits  termination  of  coverage  for  em- 
ployees of  State  and  local  governments.  The  action  to  terminate 
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coverage  must  be  taken  by  the  State,  rather  than  by  the  employees 
of  the  State  or  local  governments  involved,  and  the  termination  ap- 
plies to  the  whole  group  of  employees  covered  under  a  specific 
agreement.  The  State  must  give  2  years'  advance  notice  to  the  Sec- 
retary of  its  desire  to  terminate  social  security  coverage  of  the  em- 
ployees of  a  political  subdivision,  and  such  notice  cannot  be  given 
until  after  the  coverage  has  been  in  effect  for  at  least  5  years.  The 
law  also  provides  that  once  coverage  has  been  terminated  for  a 
group  of  employees  it  can  never  again  be  provided  for  that  group. 
There  is  no  requirement  in  the  law  that  the  employees  involved  be 
notified  when  a  notice  of  termination  is  filed,  or  when  coverage  has 
actually  been  terminated.  In  addition,  the  Secretary  may  terminate 
an  agreement  if,  after  a  hearing,  he  finds  that  a  State  either  had 
''failed  or  is  no  longer  legally  able  to  comply  with  any  provision"  of 
the  agreement. 

Your  Committee  has  been  deeply  concerned  about  the  growing 
trend  toward  termination  of  coverage  by  State  and  local  govern- 
ments. During  the  first  two  decades  after  voluntary  participation 
was  allowed  in  1950,  coverage  of  State  and  local  groups  expanded 
dramatically,  and  very  few  took  the  opportunity  to  withdraw.  By 
the  early  1960's  most  States  had  made  coverage  agreements  and 
the  percentage  of  State  and  local  employees  covered  under  social 
security  reached  70  percent. 

Until  the  mid-1970's,  the  number  of  employees  leaving  the 
system  was  always  greatly  exceeded  by  the  number  of  newly-cov- 
ered employees — in  most  years,  by  50,000  or  more.  Moreover,  many 
terminations  were  caused  by  consolidation  of  local  jurisdictions, 
rather  than  by  withdrawal  from  the  social  security  system. 

However,  1976  was  the  last  year  that  newly-covered  positions  ex- 
ceeded the  number  of  terminated  positions  and  in  six  years  since 
then,  numbers  of  positions  being  terminated  from  coverage  have 
exceeded  the  numbers  of  newly-covered  positions.  This  reversal  is 
due  at  least  in  part  to  the  fact  that  coverage  had  finally  been  ex- 
tended by  the  mid-1970's  to  those  employees  most  in  need  of  cover- 
age, which  was  of  course  the  original  notion  underl5dng  voluntary 
participation.  Coverage  of  State  and  local  employees  has  remained 
fairly  constant  at  70-72  percent  for  over  10  years. 

The  number  of  governments  filing  termination  notices  did  in- 
crease in  conjunction  with  widespread  concern  about  the  financial 
conditions  of  social  security  that  preceded  the  1977  Amendments. 
While  this  rate  of  filing  slowed  down  after  the  1977  amendments, 
considerable  acceleration  in  filing  for  terminations  for  State  and 
local  governments  has  occurred  since  1980,  again  in  conjunction 
with  widespread  concern  about  the  financial  viability  of  the  trust 
funds,  and  about  the  economy  in  general. 

During  the  five-year  period  from  1977  through  1981,  when  termi- 
nation activity  was  greater  than  in  the  previous  ten  years,  cover- 
age was  terminated  for  96,000  State  and  local  government  employ- 
ees; as  of  December,  1982  coverage  had  been  terminated  for  595 
State  entities  emplojdng  190,000  workers.  In  contrast,  for  the  two- 
year  period  of  1983-84,  terminations  are  pending  for  634  State  and 
local  entities  employing  227,000  workers. 

Your  Committee  strongly  feels  that  the  ability  to  terminate  cov- 
erage for  State  and  local  government  employees  is  inequitable  both 
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for  the  employees  who  lose  coverage  and  for  the  vast  majority  of 
the  nation's  workforce  who  continue  to  pay  into  the  system.  The 
provision  of  voluntary  coverage  for  some  groups  of  workers  directly 
affects  the  function  of  social  security  as  the  Nation's  basic  social 
insurance  system.  The  voluntary  coverage  provision  can  be  seen  as 
an  anomaly  in  the  context  of  a  basically  mandatory  system,  the 
result  of  congressional  desire  to  extend  coverage  as  quickly  and 
with  as  little  difficulty  as  possible  to  those  employees  who  needed 
it  most. 

As  long  as  the  elements  of  voluntarism  had  only  a  marginal 
effect  on  the  operation  of  the  system,  the  provision  for  optional  cov- 
erage was  seen  as  a  benign  opportunity  for  employees  to  obtain 
coverage  when  they  otherwise  would  have  been  excluded.  Serious 
questions  have  been  raised  about  voluntary  coverage  only  when 
employers  have  started  to  file  for  withdrawal  in  significant  num- 
bers and  for  reasons  that  appear  to  have  more  to  do  with  reducing 
operating  costs  than  providing  basic,  adequate  protection  for  all 
employees. 

Under  current  law,  the  terms  of  participation  in  social  security 
are  not  determined  by  the  employees  according  to  the  kind  of  bene- 
fit protection  they  want,  but  by  the  employer  according  to  the  kind 
of  fringe  benefits  he  wishes  to  provide  to  specific  employees.  The 
employer  may  view  the  worker  who  leaves  after  a  relatively  short 
time  as  a  marginal  employee  for  whom  he  has  little  interest  in  pro- 
viding attractive  pension  benefits.  Consistent  with  this  view,  most 
State  government  retirement  systems  are  designed  to  best  serve 
long-term  employees.  Yet  from  the  point  of  view  of  social  policy, 
the  employee  who  moves  from  job  to  job  needs  basic  social  insur- 
ance protection  as  much  as  a  worker  who  stays  at  one  job  his 
entire  career.  The  interests  of  the  employer  who  wishes  to  retain 
career  employees  with  a  good  benefit  package  may  not  be  consist- 
ent with  overall  social  policy,  or  with  the  interests  of  all  his  em- 
ployees, both  present  and  future. 

A  second  area  of  general  concern  is  the  resentment  created  by 
voluntary  withdrawals  from  the  system  among  workers  covered  on 
a  mandatory  basis.  In  particular,  the  shifting  of  the  tax  burden  of 
social  security  from  those  workers  who  withdraw,  but  who  remain 
entitled  to  future  benefits  based  on  their  past  earnings,  to  workers 
who  remain  in  the  system  is  seen  as  inequitable.  It  also  appears 
inconsistent  that  society  views  social  insurance  as  such  a  basic  pro- 
gram that  participation  is  mandatory  for  most,  like  the  rest  of  the 
tax  system,  yet  for  some  workers  participation  is  optional.  Regard- 
less of  their  opinion  about  the  objective  merits  of  social  security 
coverage,  those  who  must  pay  the  taxes  will  inevitably  view  option- 
al participation  as  unfair. 

Your  Committee's  bill,  therefore,  prohibits  State  and  local  goven- 
ments  from  terminating  coverage  for  their  employees  if  the  termi- 
nation has  not  taken  effect  by  the  date  legislation  is  enacted.  Since 
those  termination  notices  do  not  take  effect  until  the  end  of  the 
calendar  year,  notices  now  pending  would  be  invalid  under  this 
provision.  The  bill  also  allows  State  and  local  governments  which 
have  withdrawn  from  the  social  security  system  to  voluntarily 
rejoin.  Once  having  rejoined,  the  governmental  entity  would  be 
precluded  from  terminating  coverage. 


20 


B.  COMPUTATION  OF  BENEFIT  AMOUNTS 

Section  111.  Shift  of  cost-of-living  adjustments  to  calendar  year 
basis 

Since  1975  social  security  recipients  have  received  a  cost-of-living 
adjustment  annually  in  June  (July  check).  Under  current  law  these 
adjustments  are  provided  automatically  to  reflect  increases  in  the 
consumer  price  index.  The  increases  are  measured  from  the  first 
quarter  of  the  current  year  over  the  first  quarter  of  the  previous 
year  in  which  an  increase  occurred.  No  increase  is  provided  in  any 
year  in  which  this  computation  is  less  than  three  percent. 

Your  Committee  concluded,  as  did  the  National  Commission  on 
Social  Security  Reform  that  any  fair  and  balanced  approach  to 
eliminating  the  current  deficit  in  the  social  security  program  must 
involve  an  equitable  distribution  of  the  overall  cost  among  all  seg- 
ments of  the  community,  including  current  beneficiaries.  Thus, 
your  Committee's  bill  would  delay  the  1983  cost-of-living  adjust- 
ment for  six  months,  until  Decmeber  1983  (January  1984  check). 
The  cost-of-living  adjustment  provided  at  that  time  would  be  based 
on  the  same  computation  that  would  have  been  used  for  the  June 
1983  increase  (first  quarter  of  1983  over  first  quarter  of  1982). 
Thereafter  all  automatic  cost-of-living  increases  would  be  provided 
in  December  (Janaury  checks)  and  the  computation  would  be  based 
on  the  third  quarter  of  that  year  over  the  third  quarter  of  the  pre- 
vious year  in  which  a  benefit  increase  was  provided. 

Your  Committee  notes  that  since  COLA  increases  are  cumula- 
tive, even  this  one-time  delay  will  result  in  some  permanent  reduc- 
tion of  benefits  for  affected  beneficiaries.  This  will  provide  a  long- 
range  savings  to  the  OASDI  system. 

Your  Committee  has  taken  note  of  the  fact  that  the  rate  of  infla- 
tion has  been  declining.  It  is  conceivable,  therefore,  (although  not 
probable)  that  the  CPI  could  drop  below  3  percent  for  the  computa- 
tion for  the  1983  benefit  increase.  Since  the  cost-of-living  is  already 
being  delayed  six  months  in  this  year,  your  Committee  is  con- 
cerned that  precaution  be  taken  to  ensure  that  a  COLA  will  be 
paid  in  December.  Therefore,  for  1983  only,  your  Committee's  bill 
provides  for  a  waiver  of  the  three  percent  limitation.  For  1983 
beneficiaries  will  receive  a  cost-of-living  adjustment  even  if  it  is 
below  three  percent.  In  the  future,  the  three  percent  limitation 
would  continue  to  be  applied. 

Section  112.  Cost-of-living  increase  to  he  based  on  either  wages  or 
prices  (whichever  is  lower)  when  balance  in  OASDI  trust  funds 
falls  below  specified  level 

Social  security  benefits  are  adjusted  automatically  every  year  re- 
flect increases  in  the  Consumer  Price  Index.  Such  adjustments  are 
made  without  regard  to  the  status  of  the  trust  fund  reserves. 

Income  to  the  social  security  system  depends  on  the  level  of 
wages  on  which  social  security  contributions  are  made.  When  in- 
creases in  prices  outrun  increases  in  wages,  income  to  the  trust 
funds  falls  behind  increases  in  benefit  payments,  and  cash  flow 
problems  may  result,  depending  on  whether  accumulated  fund  re- 
serves are  sufficient  to  make  up  the  gap  between  income  and  out- 
lays. 
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There  is  no  mechanism  under  current  law  to  adjust  trust  fund 
outlays  and  revenues  to  take  account  of  economic  fluctuations. 
Most  of  the  current  short-term  financing  problem  is  the  result  of 
the  recent  sustained  period  of  high  inflation  coupled  with  low  pro- 
ductivity that  has  caused  benefit  increases  to  outstrip  revenue  in- 
creases. 

To  correct  this  problem,  your  Committee  bill  provides  that  when- 
ever OASDI  Trust  Fund  reserves  drop  below  20  percent  at  the  be- 
ginning of  any  year  after  1987  (except  that  for  1988  the  reserves 
would  be  calculated  at  the  end  of  the  year),  then  the  cost-of-living 
increase  for  that  year  would  be  based  on  the  increase  in  the  CPI  or 
in  average  wages,  whichever  is  lower.  When  the  trust  fund  reserves 
reached  32  percent,  a  catch-up  would  be  provided  to  those  benefici- 
aries who  had  earlier  suffered  a  reduction  in  their  benefits.  During 
any  period  where  the  reserves  were  between  20  and  32  percent, 
cost-of-living  increases  would  be  provided  under  the  normal  calcu- 
lation. 

This  provision  would  protect  against  a  severe  and  rapid  drop  in 
trust  fund  reserves  in  times  such  as  those  recently  experienced 
where  for  several  years  inflation  outpaced  wage  growth.  Your  Com- 
mittee recognizes  that  this  formula  does  not  provide  protection 
against  other  adverse  conditions  such  as  high  unemplojnnent, 
which  reduces  income  to  the  trust  funds,  but  feels  that  this  is  a  suf- 
ficiently important  safeguard  that  it  should  be  incorporated  mto 
the  law. 

Your  Committee  also  wishes  to  make  clear  the  measure  of  re- 
serve levels  to  be  used  for  1988,  the  first  year  this  provision  takes 
effect.  The  provision  states  that  for  1988  only,  the  reserve  level  to 
be  examined  is  the  end-of-year  reserve.  This  reserve  level  in  De- 
cember, 1988  should  be  evaluated  in  conjunction  with  the  operation 
of  section  141  of  your  Committee's  bill,  which  requires  crediting 
monthly  revenues  to  the  trust  funds  at  the  beginning  of  each 
month.  The  1988  end-of-year  reserve  should  include  revenues  cred- 
ited to  the  funds  in  December,  1988  for  January,  1989,  in  order  to 
obtain  a  realistic  measure  of  the  funds  available  for  benefit  pay- 
ment in  1989.  Similarly,  in  all  subsequent  years  your  Committee 
intends  that  the  calculation  of  the  reserve  level  at  the  beginning  of 
each  year  will  take  into  account  the  operation  of  the  fixed  monthly 
tax  transfer  procedure. 

The  calculation  of  average  wages  will  be  the  same  calculation 
now  used  to  compute  average  wage  increases  for  other  aspects  of 
the  social  security  program  such  as  increases  in  the  formula  bend 
points  and  the  wage  base. 

Section  113.  Elimination  of  windfall  benefits  for  persons  receiving 
pensions  from  noncovered  employment 

Over  the  last  several  years,  your  Committee  has  examined  in 
depth  the  problem  of  ''windfalls,"  the  term  used  to  describe  the  ad- 
vantage from  the  benefit  formula  accuring  to  those  who  work 
under  social  security  only  for  a  short  time,  particularly  those  with 
pensions  from  noncovered  employment.  This  windfall  for  those 
with  less  than  full  careers  under  social  security  combined  with  sub- 
stantial noncovered  work  can  be  seen  as  an  anomalous  result  of 
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workers  being  able  to  move  between  covered  and  noncovered  em- 
ployment. 

This  windfall  benefit  is  a  direct  result  of  the  social  security  bene- 
fit formula,  which  does  not  distinguish  well  between  workers  with 
lifetime  low  earnings,  and  workers  with  less  than  a  full  career  in 
covered  work.  The  social  security  benefit  formula  is  weighted 
toward  low-wage  earners,  replacing  90  percent  of  the  first  bracket 
amount  of  monthly  average  indexed  wages  ($254  in  1983).  Thus,  an 
earnings  history  of  15  years,  when  spread  over  the  35-year  averag- 
ing period  for  benefits,  will  result  in  a  heavily  weighted  benefit, 
even  if  the  worker  was  not  a  low-wage  earner. 

The  formula  works  as  intended  for  those  who  remain  in  covered 
employment  throughout  their  careers.  In  addition,  the  formula  pro- 
vides workers  who  have  periods  of  unemplojnnent  that  result  in 
gaps  in  their  earnings  records  (such  as  women  who  leave  the  labor 
force  periodically  to  raise  children,  or  workers  who  suffer  periodic, 
involuntary  unemployment)  with  some  compensation  in  the  form  of 
weighted  benefits.  However,  the  formula  results  in  unintended 
windfalls  in  cases  where  the  worker  has  low  covered  earnings  be- 
cause he  has  a  career  in  noncovered  work  for  which  he  receives  a 
pension. 

These  pensions,  particularly  Federal  and  State  civil  service  pen- 
sions, are  generally  designed  to  take  the  place  both  of  social  secu- 
rity and  a  private  pension  plan  for  workers  who  remain  in  nonco- 
vered employment  throughout  their  careers.  Thus,  a  person  eligible 
for  such  a  pension  will  receive  retirement  income  roughly  equiva- 
lent to  what  social  security  and  a  private  pension  would  give  a 
worker  with  similar  earnings  under  social  security.  If  the  nonco- 
vered worker  in  addition  is  eligible  for  a  heavily  weighted  social  se- 
curity benefit,  through  moonlighting  or  through  a  relatively  short 
career  under  social  security,  his  total  retirement  pension  income 
will  most  likely  greatly  exceed  that  of  a  worker  with  similar  earn- 
ings all  under  social  security. 

Your  Committee  emphasizes  that  these  windfalls  are  not  the 
result  of  deliberate  actions  on  the  part  of  workers  in  noncovered 
employment,  but  rather  are  the  necessary  result  of  the  operation  of 
the  social  security  benefit  formula.  Therefore,  your  Committee's 
bill  resolves  the  problem  through  changes  in  the  benefit  formula 
which  will  be  applicable  to  workers  who  are  eligible  for  a  pension 
from  noncovered  employment.  Under  the  current  formula,  benefits 
are  90  calculated  as  follows:  percent  of  the  first  $254  of  average 
monthly  earnings,  32  percent  of  earnings  from  $254  to  $1,538,  and 
15  percent  of  earnings  above  $1,538  (1983  dollar  amounts).  The  new 
formula  applicable  to  those  with  pensions  from  noncovered  employ- 
ment would  substitute  61  percent  for  the  90  percent  factor.  In  addi- 
tion, the  new  formula  provides  a  guarantee  that  the  resulting  re- 
duction in  the  worker's  social  security  benefit  cannot  be  more  than 
one-half  the  amount  of  the  noncovered  pension.  This  provision  will 
be  applicable  to  persons  reaching  age  60  after  December  31,  1983, 
to  give  some  time  for  workers  to  adjust  their  retirement  plans. 
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Section        Increase  in  old  age  insurance  benefit  amounts  based  on 
account  of  delayed  retirement 

Under  present  law,  for  those  who  turn  age  62  before  1979,  the 
worker's  benefit  (PIA)  is  increased  one-twelfth  of  one  percent  for 
each  month  he  delays  retirement  past  age  65  (or  one  percent  per 
year).  When  the  benefit  formula  was  changed  in  1977  to  affect 
those  who  turn  age  62  in  1979  and  afterward,  it  was  recognized 
that  under  the  formula,  which  relies  on  wage  histories  that  are  in- 
dexed through  age  60  and  unindexed  after  age  60,  some  further 
offset  was  needed  after  age  65  to  enable  the  wage  computation  to 
keep  pace  with  real  wage  growth  in  the  economy.  Congress  also  at 
that  time  expressed  a  desire  to  extend  some  small  reward,  in  the 
form  of  larger  benefits,  for  those  who  delayed  retirement.  Accord- 
ingly, under  current  law,  for  those  who  turn  age  62  after  1979  (and 
are  therefore  affected  by  the  new  formula)  the  PIA  is  increased  one 
quarter  of  one  percent  per  month  (or  three  percent  per  year)  for 
each  month  the  worker  delays  filing  for  benefits  past  age  65. 

Your  Committee  continues  to  believe  that  it  is  desirable  to  pro- 
vide incentives  for  individuals  to  remain  in  employment  beyond 
normal  retirement  age.  Thus,  your  Committee  bill  would  gradually 
increase  the  delayed  retirement  credit  from  three  percent  per  year 
to  eight  percent  per  year  for  those  who  reach  age  62  after  1986. 
The  increase  would  be  phased-in  over  an  eighteen  year  period  by 
increasing  the  current  3  percent  per  year  delayed  retirement  credit 
to  3^2  percent  per  year  for  those  age  62  in  1987  and  continuing  to 
increase  the  credit  by  one-half  of  one  percent  per  year  for  every 
other  cohort  of  eligible  retirees.  Ultimately  for  those  who  turn  age 
62  in  2005  and  beyond  (age  65  in  2008  and  beyond),  benefits  would 
be  increased  by  two-thirds  of  one  percent  per  month  (or  eight  per- 
cent per  year). 

This  will  dramatically  increase  the  amount  by  which  the  com- 
bined effects  of  (1)  the  reduction  factors  before  age  65,  (2)  use  of 
earnings  after  age  61  in  the  benefit  computation  and  (3)  the  de- 
layed retirement  credit  can  result  in  higher  benefits  for  workers 
who  delay  retirement.  For  an  average  earner  who  reached  age  62 
in  1983,  for  instance,  the  benefit  if  retirement  is  delayed  to  age  70 
is,  under  current  law,  projected  to  be  64  percent  higher  than  his 
age  62  benefit.  If  the  eight  percent  delayed  retirement  credit  were 
available  to  him,  his  projected  benefit  at  age  70  would  be  99  per- 
cent higher  than  it  would  be  at  age  62. 

The  delayed  retirement  credit  (at  whatever  level)  is  available  for 
individuals  between  the  ages  of  65  and  70.  After  age  70  no  credit 
applies  since  beginning  in  1983  there  is  no  earnings  test  for 
beneficiaries  who  are  age  70  or  more. 

C.  REVENUE  PROVISIONS 

Section  121.  Taxation  of  social  security  and  railroad  retirement 
benefits 

Under  present  law,  social  security  benefits  are  excluded  from  the 
gross  income  of  the  recipient.  Their  exclusion  is  based  upon  a 
series  of  administrative  rulings  issued  by  the  Internal  Revenue 
Service  in  1938  and  1941  (see  I.T.  3194,  1938-1  C.B.  114,  I.T.  3229, 
1938-2  C.B.  136,  and  I.T.  3447,  1941-1  C.B.  191).  Railroad  retire- 
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ment  benefits  are  excluded  from  gross  income  under  the  Railroad 
Retirement  Act. 

In  general,  the  gross  amount  of  fixed  or  determinable  annual  or 
periodic  income  (which  is  not  effectively  connected  with  a  U.S. 
trade  or  business)  received  by  a  nonresident  alien  from  U.S. 
sources  is  subject  to  a  30-percent  tax  (Code  sec.  871);  this  tax  is  col- 
lected by  withholding  (sec.  1441).  A  pension  for  services  performed 
in  the  United  States  would  be  U.S.-source  income  and  the  gross 
amount  of  a  U.S.-source  pension  is  subject  to  the  30-pecent  with- 
holding tax  or  a  lower  rate  if  so  provided  by  treaty.  The  U.S.  Model 
Income  Tax  Treaty,  as  well  as  a  number  of  actual  tax  treaties  to 
which  the  United  States  is  a  party,  provides  reciprocally  that  pen- 
sions received  by  a  resident  of  one  country  from  sources  in  the 
other  country  are  taxable  only  by  the  country  of  residence.  Howev- 
er, the  United  States  has  reserved  the  right  to  tax  social  security 
benefits  in  the  U.S.  Model  Income  Tax  Treaty  and  a  number  of 
actual  tax  treaties. 

Your  Committee  believes  that  the  present  policy  of  excluding  all 
social  security  benefits  from  a  recipient's  gross  income  is  inappro- 
priate. Your  Committee  believes  that  social  security  benefits  are  in 
the  nature  of  benefits  received  under  other  retirement  systems, 
which  are  subject  to  taxation  to  the  extent  they  exceed  a  worker's 
after-tax  contributions  and  that  taxing  a  portion  of  social  sercurity 
benefits  will  improve  tax  equity  by  treating  more  nearly  equally  all 
forms  of  retirement  and  other  income  that  are  designed  to  replace 
lost  wages  (for  example,  unemployment  compensation  and  sick 
pay).  Furthermore,  by  taxing  social  security  revenues  and  appropri- 
ating these  benefits  to  the  appropriate  trust  funds,  the  financial 
solvency  of  the  social  security  trust  funds  will  be  strengthened. 

Because  Tier  1  benefits  provided  under  the  Railroad  Retirement 
Act  are  essentially  equivalent  to  social  security  benefits,  your  Com- 
mittee believes  that  corresponding  changes  also  should  be  made  in 
the  tax  treatment  of  these  benefits.  This  is,  a  portion  of  railroad 
retirement  benefits  also  should  be  subject  to  income  taxation. 

By  taxing  only  a  portion  of  social  security  and  railroad  retire- 
ment benefits  (that  is,  up  to  one-half  of  benefits  in  excess  of  a  cer- 
tain base  amount).  Your  Committee's  bill  assures  that  lower- 
income  individuals,  many  of  whom  rely  upon  their  benefits  to 
afford  basic  necessities,  will  not  be  taxed  on  their  benefits.  The 
maximum  proportion  of  benefits  taxed  is  one-half  in  recognition  of 
the  fact  that  social  security  benefits  are  partially  financed  by  after- 
tax employee  contributions.  The  bill's  method  for  taxing  benefits 
assures  that  only  those  taxpayers  who  have  substantial  taxable 
income  from  other  sources  will  be  taxed  on  a  portion  of  the  bene- 
fits they  receive. 

Taxation  of  social  security  and  railroad  retirement  benefits 

Under  your  Committee's  bill,  a  portion  of  social  security  benefits 
will  be  included  in  the  gross  income  of  recipients  whose  adjusted 
gross  income  exceeds  certain  levels.  (This  provision  is  not  intended 
to  change  the  tax  treatment  of  social  security  benefits  paid  by  for- 
eign governments;  these  benefits  have  been  held  by  Treasury  to  be 
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fully  includible  in  gross  income  (Rev.  Rul.  62-1979,  1962-2,  C.B. 
20)).  The  bill  defines  a  "social  security  benefit"  as  any  amount  re- 
ceived by  the  taxpayer  by  reason  of  entitlement  to  either  (1)  a 
monthly  benefit  under  title  II  of  the  Social  Security  Act  (Federal 
Old-Age,  Survivors,  and  Disability  Insurance  Benefits  (OASDI)),  or 
(2)  Tier  1  benefit  under  the  Railroad  Retirement  Act  of  1974.  A 
Tier  1  benefit  generally  is  a  monthly  benefit  equal  to  what  an  indi- 
vidual would  receive  if  the  formula  for  computing  social  security 
benefits  were  applied  to  the  individual's  history  of  covered  wages 
under  both  the  social  security  and  railroad  retirement  systems. 

Social  Security  benefits,  to  the  extent  they  are  taxable,  will  be 
included  in  the  taxable  income  of  the  person  who  has  the  legal 
right  to  receive  the  benefits.  For  example,  benefits  paid  to  a  child 
will  be  considered  to  be  the  child's  and  will  be  added  to  the  child's 
other  income  to  determine  whether  they  are  taxable.  The  amount 
of  benefits  received  refers  to  benefit  payments  after  reductions 
under  such  provisions  as  actuarial  reductions,  family  maximum, 
and  the  earnings  test,  but  to  include  certain  amounts  that  may  be 
withheld  from  benefits,  such  as  payments  of  supplementary  medi- 
cal insurance  premiums,  where  the  amounts  withheld  are  for  the 
purpose  of  meeting  a  financial  obligation  incurred  by  the  individu- 
al entitled  to  receive  such  benefit  payments.  In  addition,  the 
amount  of  any  social  security  benefits  received  will  include  the 
total  amount  of  the  benefits  without  any  reduction  for  attorneys' 
fees,  if  any,  paid  in  order  to  enable  an  individual  to  receive  those 
benefits.  The  Committee  expects  the  Secretary  of  the  Treasury  to 
provide  guidance  on  the  use  and  extent  to  which  expenses  (such  as 
attorneys'  fees)  incurred  in  perfecting  claims  to  social  security 
benefits  may  be  deducted,  now  that  some  of  the  social  security 
benefits  may  be  taxed. 

Social  security  benefits  that  will  be  included  in  the  gross  income 
of  a  taxpayer  for  a  taxable  year  will  be  limited  to  the  lesser  of  (1) 
one-half  of  the  social  security  benefits  received,  or  (2)  one-half  of 
the  excess  of  the  sum  of  the  taxpayer's  adjusted  gross  income  plus 
one-half  of  the  social  security  benefits  received  over  the  appropri- 
ate base  amount.  Thus,  the  maximum  proportion  of  social  security 
benefits  that  will  be  included  in  the  gross  income  of  any  taxpayer 
will  be  one-half  of  benefits. 

The  base  amount  is  $32,000  in  the  case  of  a  married  individual 
filing  a  joint  return;  zero  in  the  case  of  a  married  individual  filing 
a  separate  return,  unless  he  or  she  lived  apart  from  his  or  her 
spouse  for  the  entire  taxable  year;  and  $25,000  in  the  case  of  all 
other  individuals. 

The  base  amount  is  zero  for  married  individuals  filing  separate 
returns  because  the  committee  believes  that  the  family  should  be 
treated  as  an  integral  unit  in  determining  the  amount  of  social  se- 
curity benefit  that  is  includible  in  gross  income  under  this  provi- 
sion. If  the  bsise  amount  for  these  individuals  were  higher,  couples 
who  are  otherwise  subject  to  tax  on  their  benefits  and  whose  in- 
comes are  relatively  equally  divided  would  be  able  to  reduce  sub- 
stantially the  amount  of  benefits  subject  to  tax  by  filing  separate 
returns. 

For  the  purpose  of  determining  how  much  of  a  taxpayer's  social 
security  benefit  will  be  included  in  gross  income,  a  taxpayer  will  be 
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permited  to  reduce  benefits  received  during  the  taxable  year  by  the 
amount  of  benefits,  previously  received  during  the  current  or  any 
preceding  taxable  year,  that  he  repays  during  the  taxable  year. 
This  provision  is  necessary  to  prevent  a  taxpayer  from  being  sub- 
ject to  taxation  on  his  benefits  in  those  situations  in  which  a  tax- 
payer must  repay  a  portion  of  those  benefits  because  he  has  been 
overpaid  previously.  A  taxpayer  will  be  permitted  an  itemized  de- 
ducation  for  repa)Tnents  of  social  security  benefits  to  the  extent 
that  the  repayments  exceed  social  security  benefits  received  by  the 
taxpayer,  and  not  repaid,  during  the  taxable  year.  Alternatively,  if 
such  amount  repaid  exceeds  $3,000,  the  taxpayer  has  the  option 
under  section  1341  to  compute  tax  for  the  taxable  year  without  the 
deduction  and  to  subtract  from  that  amount  the  reduction  in  tax 
that  would  have  resulted  from  excluding  the  amount  repaid  from 
income  for  the  year  of  the  overpayment. 

Your  Committee's  bill  provides  that  social  security  benefits  po- 
tentially subject  to  tax  will  include  any  workmen's  compensation 
whose  receipt  caused  a  reduction  in  social  security  disability  bene- 
fits. For  example,  if  an  individual  were  entitled  to  $10,000  of  social 
security  disability  benefits  but  received  only  $6,000  because  of  the 
receipt  of  $4,000  of  workmen's  compensation  benefits,  then,  for  pur- 
poses of  the  provisions  taxing  social  security  benefits,  the  individu- 
al will  be  considered  to  have  received  $10,000  of  social  security 
benefits. 

Your  Committee's  bill  provides  an  elective,  special  rule  for  tax- 
payers who  receive  lump-sum  payments.  This  rule  was  determined 
to  be  necessary  because  in  some  situations  involving  lump-sum  pay- 
ments of  benefits  attributable  to  prior  years,  the  general  income- 
averaging  rules  may  not  provide  adequate  relief. 

If  this  special  rule  is  elected,  the  taxpayer  will  determine  the  tax 
for  the  taxable  year  of  receipt  of  the  lump-sum  payment  by  includ- 
ing in  gross  income  for  the  current  year  the  sum  of  the  increases  in 
gross  income  that  result  solely  from  taking  into  account  the  appro- 
priate portions  of  the  lump-sum  payment  in  the  taxable  year  to 
which  they  are  attributable.  Your  Committee  intends  that  when 
lump-sum  payments  are  made,  the  Social  Security  Administration 
or  Railroad  Retirement  Board  will  notify  the  recipients  thereof  of 
the  taxable  years  to  which  the  payments  are  attributable. 

Returns  relating  to  social  security  benefits 

Information  reporting  will  be  required  with  respect  to  benefit 
payments.  Specifically,  the  appropriate  Federal  official  {i.e.,  the 
Secretary  of  Health  and  Human  Services,  in  the  case  of  social  secu- 
rity benefits,  and  the  Railroad  Retirement  Board,  in  the  case  of 
railroad  retirement  benefits)  will  be  required  to  report  to  the 
Treasury  (1)  the  aggregate  amount  of  benefits  paid  with  respect  to 
any  individual  during  any  calendar  year;  (2)  the  aggregate  amount 
of  benefits  repaid  by  the  individual  during  the  calendar  year;  (3) 
aggregate  reductions  in  benefits  otherwise  payable  due  to  the  re- 
ceipt of  workmen's  compensation  benefits;  and  (4)  the  name  and  ad- 
dress of  the  individual  with  respect  to  whom  benefits  are  paid.  In 
addition,  each  individual  receiving  social  security  or  railroad  retire- 
ment benefits  will  be  furnished  with  a  written  statement  showing 
(1)  the  name  of  the  agency  making  the  payments,  and  (2)  the  aggre- 
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gate  amount  of  payments,  repayments,  and  reductions.  This  state- 
ment will  be  due  by  January  31  of  the  year  following  the  year  in 
which  social  security  benefits  are  paid. 

Treatment  of  nonresident  aliens 

Your  Committee's  bill  provides  that  social  security  benefits  paid 
by  the  United  States  are  U.S.-source  income  for  purposes  of  the 
Code,  including  the  foreign  tax  credit.  In  addition,  one-half  of  social 
security  benefits  paid  to  nonresident  aliens  will  be  subject  to  the 
general  30-percent  tax  which  will  be  collected  by  withholding.  Your 
Committee  s  bill  is  not  intended  to  override  the  treatment  of  social 
security  benefits  provided  in  existing  income  tax  treaties  to  which 
the  United  States  is  a  party. 

Your  Committee's  bill  permits  the  Secretary  of  the  Treasury  to 
disclose  to  the  Social  Security  Administration  or  the  Railroad  Re- 
tirement Board  available  return  information  from  the  master  files 
of  the  Internal  Revenue  Service  with  respect  to  the  address  and 
status  of  an  individual  as  a  nonresident  alien  or  as  a  resident  or 
citizen  of  the  United  States.  This  information,  which  may  be  dis- 
closed upon  written  request,  may  be  disclosed  to  the  Social  Security 
Administration  and  the  Railroad  Retirement  Board  only  for  pur- 
poses of  carrying  out  their  responsibilities  for  withholding  taxes 
from  social  security  benefits  of  nonresident  aliens.  Any  return  in- 
formation disclosed  under  this  provision  will  be  subject  to  the  pres- 
ent law  requirements  regarding  recordkeeping  and  safeguarding  of 
return  information. 

Transfers  to  trust  funds 

Your  Committee's  bill  appropriates  to  each  payor  fund  the  in- 
crease in  Federal  income  tax  liabilities  attributable  to  taxing  social 
security  benefits.  This  amount  is  the  difference  between  total 
income  tax  liabilities  for  the  year  and  what  income  tax  liabilities 
would  have  been  without  the  application  of  the  Code  sections 
which  provide  for  the  taxation  of  benefits.  A  * 'payor  fund"  is  any 
trust  fund  or  account  from  which  pa5rments  of  social  security  bene- 
fits are  made. 

The  appropriated  amounts  are  to  be  transferred  from  time  to 
time  (but  no  less  frequently  than  quarterly)  from  the  general  fund 
of  the  Treasury  on  the  basis  of  estimates  made  by  the  Secretary  of 
the  Treasury.  Transfers  to  the  payor  funds  may  be  based  on  the 
proportion  of  each  type  of  benefit  as  a  share  of  the  total  benefits 
potentially  includible  in  gross  income  under  these  provisions.  For 
example,  suppose  that  after  adding  OASI  benefits,  DI  benefits  and 
Tier  I  railroad  retirement  benefits  the  shares  of  these  in  the  total 
are  80  percent,  16  percent,  and  4  percent,  respectively.  These  per- 
centsiges  of  the  increase  in  tax  liabilities  described  above  may  then 
be  transferred  to  the  respective  funds. 

Any  quarterly  payment  to  a  payor  trust  fund  must  be  made  on 
the  first  day  of  the  quarter  and  must  take  into  account  social  secu- 
rity benefite  estimated  to  be  received  during  the  quarter.  Proper 
adjustments  are  to  be  made  in  the  amounte  subsequently  trans- 
ferred to  the  extent  that  prior  estimates  were  in  excess  of,  or  less 
than,  the  amounts  required  to  be  transferred.  A  final  determina- 
tion of  the  amount  required  to  be  transferred  for  a  year  may  be 
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based  on  an  estimate  derived  from  the  appropriately  weighted 
sample  of  individual  income  tax  returns  for  that  year  which  is  used 
as  the  basis  for  the  Internal  Revenue  Service's  publication  of  statis- 
tics of  income  for  that  year  under  Code  section  6108.  In  making 
these  estimates,  the  Secretary  of  the  Treasury  need  not  take  ac- 
count of  certain  provisions  of  the  tax  law  that  might  affect  an  indi- 
vidual's tax  liability  {e.g.,  income  averaging,  loss  carrybacks,  etc.)  if 
these  provisions  are  judged  to  have  an  inconsequential  effect  on 
the  estimates. 

The  Secretary  of  the  Treasury  will  be  required  to  submit  annual 
reports  to  the  Congress  and  to  the  Secretary  of  Health  and  Human 
Services  and  the  Railroad  Retirement  Board  concerning  (1)  the 
transfers  made  during  the  year,  and  the  methodology  used  in  de- 
termining the  amount  of  the  transfers  and  the  funds  or  account  to 
which  made,  and  (2)  the  anticipated  operation  of  the  transfer  mech- 
anism during  the  next  five  years. 

Taxation  of  Tier  One  railroad  retirement  benefits 

Your  Committee's  bill  provides  that  railroad  retirement  "Tier  1" 
benefits  are  subject  to  taxation  to  the  same  extent  and  in  the  same 
manner  as  monthly  benefits  payable  under  title  II  of  the  Social  Se- 
curity Act.  As  a  result  of  this  change,  certain  amounts  will  be 
transferred  regularly  to  the  Railroad  Retirment  Account; 

Your  Committee  is  aware  that,  in  light  of  the  financial  inter- 
change that  exists  between  social  security  and  railroad  retirement, 
the  final  disposition  of  the  amounts  transferred  to  the  railroad  ac- 
count remains  unclear.  One  view  is  that  since  the  financial  inter- 
change has  historically  netted  Tier  1  payroll  taxes  received  by  rail- 
road retirment  system  against  social  security  equivalent  benefits 
paid  by  the  railroad  retirement  system,  the  amounts  added  to  the 
Account  as  a  result  of  this  change  in  income  tax  law  would  have  no 
effect  on  amounts  transferred  under  the  interchange.  The  alternate 
view  is  that  amounts  appropriated  to  the  Railroad  Retirement  Ac- 
count as  a  result  of  this  change  made  by  this  section  would  reduce 
the  amount  of  the  interchange  which  would  have  otherwise  been 
transferred.  This  would  be  done  in  order  to  restore  the  Social  Secu- 
rity Trust  Funds  to  the  position  they  would  have  been  had  railroad 
employment  been  covered  by  social  security  since  1937. 

Effective  date 

In  general,  the  provisions  will  apply  to  benefits  received  after  De- 
cember 31,  1983,  in  taxable  years  ending  after  that  date.  However, 
the  provisions  will  not  apply  to  benefite  received  after  December 
31,  1983,  if  the  generally  applicable  payment  date  of  these  benefits 
was  before  January  1,  1984. 

Section  122.  Credit  for  the  elderly  and  the  permanently  and  totally 
disabled 

Under  present  law,  individuals  who  are  age  65  or  over  may  claim 
a  tax  credit  equal  to  15  percent  of  a  base  amount.  Before  the  reduc- 
tions described  below,  the  maximum  base  amount  is  $2,500  for  a 
single  person  or  for  a  married  couple  filing  a  joint  return,  if  only 
one  spouse  is  65  or  over.  For  a  married  couple  filing  a  joint  return, 
when  both  spouses  are  65  or  over,  the  base  amount  initially  is 
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$3,750.  For  a  married  couple  filing  separate  returns,  the  initial 
base  amount  is  $1,875. 

The  maximum  base  amount  (i.e.,  $2,500,  $3,750,  or  $1,875)  for  the 
credit  is  reduced  by  amounts  received  by  the  individual  (and  by  the 
spouse  in  the  case  of  a  married  couple  filing  a  joint  return)  as  a 
pension  or  annuity  under  the  Social  Security  Act,  the  Railroad  Re- 
tirement Act,  or  certain  other  pensions  or  annuities  that  are  other- 
wise excluded  from  gross  income.  For  example,  no  reduction  is  re- 
quired for  pension  or  annuity  payments  from  a  tax-qualified  pen- 
sion plan,  even  though  the  amounts  may  be  excluded  from  gross 
income. 

The  base  amount  is  reduced  further  by  one-half  of  adjusted  gross 
income  in  excess  of  $7,500  for  a  single  person  and  $10,000  for  a 
married  couple  filing  a  joint  return  ($5,000  for  a  married  individual 
filing  a  separate  return).  Thus,  for  example,  a  single  individual 
with  adjusted  gross  income  of  $12,500  or  more  is  not  eligible  for  the 
credit. 

Individuals  under  age  65  who  have  income  from  a  public  retire- 
ment system  also  are  eligible  for  the  credit.  However,  the  credit  is 
based  only  upon  the  individual's  income  from  a  public  retirement 
system  up  to  the  maximum  base  amount.  Further,  the  credit  is  re- 
duced by  certain  amounts  of  earned  income  rather  than  adjusted 
gross  income. 

The  credit  for  the  elderly  is  nonrefundable,  i.e.,  it  may  not 
exceed  tax  liability. 

Under  present  law,  there  also  is  a  maximum  exclusion  from 
gross  income  of  $100  a  week  ($5,200  a  year)  of  disability  income  for 
taxpayers  under  age  65  who  retired  on  disability,  were  permanent- 
ly and  totally  disabled  when  then  retired,  and  are  permanently 
and  totally  disabled  in  the  year  in  which  the  disability  income  is 
received.  For  this  purpose,  permanently  and  totally  disabled  means 
unable  to  engage  in  any  substantial  gainful  activity  by  reason  of 
any  medically  determinable  physical  or  mental  impairment  that 
can  be  expected  to  result  in  death  or  that  has  lasted  or  can  be  ex- 
pected to  last  for  a  continuous  period  of  not  less  than  12  months. 
At  age  65,  taxpayers  become  ineligible  for  this  exclusion  but  may 
be  able  to  claim  the  credit  for  the  elderly. 

The  maximum  amount  excludible  under  present  law  is  reduced 
on  a  dollar-for-dollar  basis  by  the  taxpayer's  adjusted  gross  income 
(including  disability  income)  in  excess  of  $15,000  (for  both  married 
and  single  taxpayers).  Except  in  the  case  of  a  husband  and  wife 
who  live  apart  at  all  times  during  the  taxable  year,  if  the  taxpayer 
is  married  at  the  close  of  the  taxable  year,  the  exclusion  is  allow- 
able only  if  a  joint  return  is  filed.  Thus,  if  a  taxpayer  receives 
$5,200  in  disability  income  and  $15,000  (or  more)  in  other  income 
that  together  equal  $20,200  (or  more),  he  or  she  is  not  entitled  to 
any  exclusion  for  disability  payments. 

The  credit  for  the  elderly  initially  was  intended  to  provide  com- 
pensation to  those  whose  retirement  benefits  were  fully  taxable 
rather  than  consisting  partially  of  tax-free  social  security  benefits. 
However,  your  Committee's  bill  subjects  social  security  benefits  to 
income  tax,  so  that  the  credit  should  be  coordinated  with  the  bene- 
fit taxation  provision.  Once  social  security  benefits  are  subject  to 
tax,  favorable  tax  treatment  for  public  retirees  under  age  65  should 
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be  limited  to  those  permanently  and  totally  disabled.  For  individ- 
uals age  65  or  over,  however,  your  Committee  believes  that  the  fa- 
vorable tax  treatment  should  be  improved  in  recognition  of  the  fact 
that  taxation  of  benefits  would  not  begin  until  relatively  high 
income  levels.  As  provided  under  the  bill,  the  credit  generally  is 
not  available  to  taxpayers  whose  incomes  are  sufficiently  high  that 
social  security  or  tier  I  railroad  retirement  benefits  are  includible 
in  income. 

With  respect  to  disability  income,  the  provision  coordinates  and 
rationalizes  the  tax  treatment  of  the  disabled  and  elderly  by  pro- 
viding the  same  relief  to  those  in  both  groups  who  do  not  receive 
the  advantage  of  tax-free  social  security  disability  or  retirement 
benefits.  Thus,  the  abrupt  change  in  tax  treatment  which  the  dis- 
abled face  at  age  65  under  present  law  would  be  eliminated.  Al- 
though the  revised  credit  will  not  be  less  generous  than  the  present 
exclusion  in  the  long  run  disabled  taxpayers  may  benefit  because 
the  credit  to  which  they  had  been  required  to  switch  at  age  65  is 
improved. 

In  general,  the  bill  retains  present  law  for  those  age  65  or  over. 
However,  individuals  under  age  65  will  be  eligible  for  the  credit 
only  if  they  retired  with  a  permanent  and  total  disability  and  have 
disability  income  from  a  public  or  private  employer  on  account  of 
disability.  The  present  law  definition  of  permanently  and  totally 
disabled  is  retained.  Disability  income  is  the  aggregate  amount 
paid  under  an  employer's  accident  and  health  plan  or  pension  plan 
and  includible  in  the  gross  income  of  the  individual  to  the  extent  it 
constitutes  wages  (or  payments  in  lieu  of  wages)  for  the  period 
during  which  the  individual  is  absent  from  work  on  account  of  per- 
manent and  total  disability.  Amounts  excluded  from  gross  income, 
for  example,  as  the  employee's  after-tax  contributions,  will  not  be 
eligible  for  the  credit.  The  disabled  individuals  eligible  for  the 
credit  are  generally  the  same  individuals  eligible  for  the  disability 
income  exclusion  under  present  law. 

The  maximum  base  amount  on  which  the  credit  is  applied  will 
be  doubled,  to  $5,000  for  a  single  individual  or  for  a  married  couple 
with  only  one  spouse  eligible  for  the  credit,  $7,500  for  a  married 
couple  with  both  spouses  eligible  for  the  credit,  or  $3,750  for  a  mar- 
ried couple  filing  separate  returns.  For  individuals  under  age  65, 
the  maximum  base  amount  will  be  further  limited  to  the  amount 
of  disability  income. 

The  base  amount  will  be  reduced  by  one-half  of  the  excess  of  ad- 
justed gross  income  over  $7,500  for  an  individual,  $10,000  for  a 
married  couple  filing  a  joint  return,  or  $5,000  for  a  married  couple 
filing  separately,  as  under  present  law.  In  addition,  the  base 
amount  is  reduced  by  the  amount  of  any  pension,  annuity,  or  dis- 
ability benefit  received  under  the  Social  Security  Act  or  the  Rail- 
road Retirement  Act  and  excluded  from  gross  income,  or  with  the 
same  exceptions  as  those  under  present  law,  the  amount  of  other 
pension,  annuity  or  disability  benefit  that  is  excluded  from  gross 
income. 

The  disability  income  exclusion  is  repealed. 

These  amendments  are  effective  for  taxable  years  beginning 
after  December  31,  1983. 
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Section  123.  Acceleration  of  increases  in  FICA  taxes;  1984  employee 
tax  credit 

Under  present  law,  several  increases  in  social  security  payroll 
tax  (FICA)  rates  are  already  scheduled  to  take  effect  between  1985 
and  1990,  as  shown  in  the  following  table: 


Employer-employee  rate  (each) 

Year   

OASDI  HI  OASDI-HI 


1984  

  5.4 

1.30 

6.70 

1985  

  5.7 

1.35 

7.05 

1986  

  5.7 

1.45 

7.15 

1987  

  5.7 

1.45 

7.15 

1988  

  5.7 

1.45 

7.15 

1989  

  5.7 

1.45 

7.15 

1990  

  6.2 

1.45 

7.65 

In  conjunction  with  other  changes  in  the  law  which  are  designed 
to  help  insure  the  solvency  of  the  OASDI  Trust  Funds,  your  Com- 
mittee has  found  it  necessary  to  advance  the  OASDI  increase 
scheduled  for  1985  to  1984  and  part  of  the  increase  scheduled  for 
1990  to  1988  (HI  rates  are  not  changed): 


Employer-employee  rate  (each) 

Year   


OASDI  HI  OASDI-HI 


1984   5,70  1.30  7.00 

1985   5,70  1,35  7.05 

1986   5.70  1,45  7.15 

1987   5,70  1,45  7,15 

1988   6,06  1,45  7,51 

1989   6,06  1,45  7,51 

1990   6.20  1,45  7,65 


Because  railroad  retirement  (RR)  payroll  taxes  are  linked  to  the 
rates  for  social  security,  your  Committee's  bill  also  provides  similar 
increases  in  the  corresponding  railroad  retirement  taxes. 

In  order  to  cushion  the  impact  on  workers  of  the  1984  increase, 
the  bill  provides  employees  a  credit  equal  to  0.3  percent  of  compen- 
sation subject  to  the  FICA  and  RR  taxes  and  to  payments  of 
amounts  equivalent  to  FICA  taxes  under  section  218  of  the  Social 
Security  Act.  Because  the  credit  is  to  be  taken  into  account  at  the 
time  the  tax  is  collected  (by  deduction  from  the  employees'  wages 
or  otherwise),  the  net  OASDI  employee  tax  rate  for  1984  will  be 
5.40  percent.  This  is  the  rate  employers  may  use  in  computing 
FICA  tax  due  and  in  preparing  annual  statements  of  amount  of  tax 
withheld.  However,  as  under  present  law,  the  appropriation  of 
funds  into,  for  example,  the  OASDI  trust  fund  will  be  based  on  the 
gross  OASDI  employee  tax  rate,  which  will  be  5.70  percent. 

These  provisions  will  apply  to  remuneration  paid  after  December 
31,  1983. 
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Section  124.  Self-employment  income  tax  and  credit 

The  Self-Employment  Contributions  Act  (SECA)  imposes  two 
taxes  (OASDI  and  HI)  on  self-employed  individuals.  Self-employed 
persons  pay  an  OASDI  tax  rate  that  is  equal  to  approximately  75 
percent  of  the  combined  employer-employee  rate  and  an  HI  tax 
rate  that  is  equal  to  50  percent  of  the  combined  employer-employee 
rate. 

The  presently  scheduled  OASDI  rates  for  self-employment 
income  are  as  follows: 

IN  THE  CASE  OF  A  TAXABLE  YEAR 

Beginning  after—  And  before—  Percent 

Dec.  31,  1981  Jan.  1,  1985   8.05 

Dec.  31,  1984  Jan.  1,  1990   8.55 

Dec.  31,  1989    9.30 

The  HI  rates  for  self-employment  income  are  as  follows: 
IN  THE  CASE  OF  A  TAXABLE  YEAR 

Beginning  after—  And  before—  Percent 

Dec.  31,  1980   Jan.  1,  1985   1.30 

Dec.  31,  1984  Jan.  1,  1986   1.35 

Dec.  31,  1985    1.45 


Under  present  law,  the  expenses  of  compensation  or  purchased 
services,  including  wages,  the  employer  FICA  tax,  and  pajonents  to 
self-employed  individuals  are  deductible,  for  income  tax  purposes, 
as  business  expenses.  However,  neither  the  employee  FICA  tax  nor 
the  SECA  tax  is  deductible. 

Your  Committee  is  concerned  that,  under  the  current  system, 
social  security  benefits  are  provided  to  self-employed  individuals 
for  about  75  percent  of  the  amount  paid  to  provide  employees  with 
equivalent  benefits  and  that  medicare  benefits  are  provided  to  self- 
employed  individuals  for  50  percent  of  the  amount  paid  to  provide 
employees  with  equivalent  benefits.  Thus,  the  present  tax  treat- 
ment of  self-employed  individuals  accounts  for  a  major  portion  of 
the  financial  difficulties  of  the  social  security  system.  Removal  of 
the  subsidy  to  self-employed  individuals  will  alleviate  these  difficul- 
ties. Further,  your  Committee  believes  that  removal  of  the  subsidy 
will  reduce  the  taix  incentive  to  claim  independent  contractor 
status  and  will  reduce  employment  status  classification  disputes 
with  the  Internal  Revenue  Service. 

Under  the  bill,  the  OASDI  tax  rate  on  self-employment  income 
will  be  equal  to  the  combined  employer-employee  OASDI  rate,  and 
the  HI  tax  rate  on  self-employment  income  will  be  equal  to  the 
combined  employer-employee  HI  rate.  In  order  to  cushion  the 
impact  of  the  increase,  your  Committee's  bill  provides  a  permanent 
credit  against  SECA  taxes  and  also  allows  the  one-time  1984  tax 
credit  to  self-employed  as  well  as  to  employees. 

The  OASDI  tax  rate  on  self-employment  income  will  be: 
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IN  THE  CASE  OF  A  TAXABLE  YEAR 


Beginning  after— 

And  before- 

Percent 

Dec.  31,  1983 

 Jan.  1,  1988  

  11.40 

Dec.  31,  1987 

 Jan.  1,  1990  

  12.12 

Drt  .^1  1989 

  12.40 

The  HI  tax  rate  for  self-employment  income  will  be: 


IN  THE  CASE  OF  A  TAXABLE  YEAR 


Beginning  after— 

And  before- 

Percent 

Dec.  31,  1983 

 Jan.  1,  1985   

  2.60 

Dec.  31,  1984 

 Jan.  1,  1986  

  2.70 

For  1984,  self-employed  individuals  will  be  entitled  to  the  same 
type  of  credit  against  SECA  tax  allowed  employees  against  FICA 
tax.  Thus,  for  1984,  self-employed  individuals  will  be  allowed  a 
credit  against  SECA  tax  equal  to  .3  percent  of  self-employment 
income. 

In  addition,  beginning  in  1984,  self-employed  persons  will  be  enti- 
tled to  a  permanent  credit  against  SECA  tax.  For  1984-1987,  the 
amount  of  this  SECA  tax  credit  will  be  1.8  percent  of  self-employ- 
ment  income.  For  1988  and  subsequent  years,  the  rate  of  the  credit 
will  be  1.9  percent.  The  SECA  tax  credits  may  be  directly  taken 
into  account  in  computing  SECA  liability  for  a  taxable  year  and  es- 
timated tax  payments  for  that  year. 

The  SECA  tax  credits  will  not  reduce  the  revenues  of  the  Social 
Security  trust  funds,  since  under  the  Social  Security  Act,  appropri- 
ations into  the  trust  funds  will  be  based  on  the  SECA  tax  rates 
specified  above  without  regard  to  the  credits  allowed  against  such 
taxes. 

The  provision  will  be  effective  for  taxable  years  beginning  after 
December  31,  1983. 

D.  BENEFITS  FOR  CERTAIN  SURVIVING,  DIVORCED,  AND  DISABLED  SPOUSES 

Section  131.  Benefits  for  surviving  divorced  spouses  and  disabled 
widows  and  widowers  who  remarry 

Current  law  permits  the  continuation  of  benefits  for  surviving 
spouses  who  remarry  after  age  60.  However,  benefits  for  disabled 
or  divorced  disabled  widow(er)s  (payable  from  age  50  to  60)  who  re- 
marry prior  to  age  60  have  their  benefits  terminated  unless  the 
new  marriage  is  to  certain  auxiliary  beneficiaries.  Marriage  of  a 
nondisabled  divorced  widow(er)  (who  can  receive  benefits  at  age  60) 
will  cause  termination  of  benefits  at  any  age. 

Your  Committee's  bill  provides  that  the  social  security  benefit  of 
a  disabled  widow(er)  or  a  divorced  disabled  widow(er)  would  not 
terminate  if  the  beneficiary  remarries  before  age  60.  In  addition, 
the  benefits  of  a  divorced  widow(er)  would  not  terminate  if  the  ben- 
eficiary marries  after  attaining  age  60. 
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This  change  would  eliminate  the  penalty  in  current  law  for  the 
spouse  described  who  remarries  after  the  age  of  first  eligibility  for 
benefits.  Your  Committee's  provision  eliminates  the  distinction 
now  in  the  law  between  disabled  or  divorced  disabled  widow(er)s 
and  divorced  widow(er)s  who  are  similarly  situated  except  for  age 
or  whether  their  new  spouse  is  a  social  security  auxiliary  benefici- 
ary. No  change  would  be  made  in  the  current  dual-entitlement  pro- 
vision of  the  law  which  allows  an  individual  to  receive  only  the 
highest  benefit  for  which  such  individual  is  eligible. 

Section  132.  Entitlement  to  divorced  spouse's  benefits  before  entitle- 
ment of  insured  individual  to  benefits;  exemption  of  divorced 
spouse 's  benefits  from  deduction  on  account  of  work 

Under  current  law,  a  divorced  spouse  cannot  qualify  for  benefits 
based  on  the  earnings  of  a  former  spouse  until  the  former  spouse 
has  filed  an  application  for  benefits.  Also,  if  the  former  spouse  does 
become  entitled  to  benefits,  but  continues  to  work,  a  divorced 
spouse  may  have  some  or  all  benefits  withheld  due  to  the  former 
spouse's  earnings. 

Your  Committee's  bill  would  allow  divorced  spouses  who  have 
been  divorced  for  at  least  two  years  to  draw  benefits  at  age  62  if 
the  former  spouse  is  eligible  for  retirement  benefits,  whether  or  not 
benefits  have  been  claimed  or  suspended  because  of  substantial  em- 
ployment. This  provision  is  effective  for  benefits  for  months  after 
December  1984  for  those  who  file  applications  on  or  after  January 
1,  1985.  As  a  matter  of  equity,  beginning  in  1985,  the  earnings  of 
an  individual  receiving  retirement  benefits  would  no  longer  cause 
deductions  in  the  benefits  of  those  divorced  spouses  already  on  the 
benefit  rolls. 

This  provision  in  your  Committee's  bill  will  be  of  particular 
benefit  to  divorced  women  who  do  not  qualify  for  benefits  on  their 
own  earnings  and  are  unable  to  obtain  benefits  based  on  their 
former  husband's  earnings  because  those  husbands  are  still  work- 
ing. The  requirements  that  the  divorce  must  have  been  in  effect  for 
at  least  2  years  is  intended  to  discourage  divorces  solely  for  the 
purpose  of  avoiding  the  earnings  test. 

Section  133,  Indexing  of  deferred  surviving  spouse's  benefits  to 
recent  wage  levels 

Under  current  social  security  social  security  law,  survivor  bene- 
fits are  based  on  the  amount  of  survivor  benefits  that  would  have 
been  payable  to  the  deceased  worker  as  determined  by  applying  a 
benefit  formula  to  the  worker's  earnings  in  covered  employment. 
Such  earnings  are  indexed  to  reflect  economy-wide  wage  increases 
through  the  second  year  before  the  death  of  the  worker.  Beginn- 
ning  with  the  year  of  death,  benefit  levels  are  indexed  to  price 
changes. 

Should  the  worker  die  long  before  his  or  her  spouse  can  become 
eligible  for  surviving  spouse's  benefits  (at  age  60  or  age  50  if  dis- 
abled), the  benefit  may  be  based  on  outdated  wages.  Thus,  the  sur- 
viving spouse  is  deprived  not  only  of  their  deceased  spouse's  unrea- 
lized earnings  but  also  of  the  economy-wide  wage  increases  that 
may  have  occurred  since  the  death  of  the  spouse. 
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Your  Committee's  bill  provides  for  continuing  to  index  the  work- 
er's earnings  to  reflect  economy-wide  wage  increauses  up  to  the  year 
the  worker  would  have  reached  age  60,  or  two  years  before  the  sur- 
vivor becomes  eligible  for  aged  or  disabled  widow(er)'s  benefits, 
whichever  is  earlier.  This  provision  will  provide  higher  benefits  for 
widow(er)s  whose  spouses  died  before  age  62  and  would  assure  that 
the  widow(er)'s  initial  benefit  reflected  wage  levels  prevailing 
nearer  the  time  she  or  he  comes  on  the  rolls.  The  provision  is  effec- 
tive for  monthly  benefits  after  December  1984  for  individuals  who 
first  meet  all  the  criteria  for  entitlement  (other  than  making  appli- 
cation for  the  benefits)  after  December  1984. 

Section  134-  Limitation  on  benefit  reduction  for  early  retirement  in 
case  of  disabled  widows  and  widowers 

Social  security  benefits  for  aged  widows  and  widowers  are  first 
payable  at  age  60.  Benefits  are  payable  in  full  (i.e.,  100  percent  of 
the  deceased  worker's  primary  insurance  amount)  at  age  65,  and  at 
reduced  rates  at  ages  60-64  based  on  the  number  of  months  of  enti- 
tlement before  age  65.  Benefits  at  age  60  equal  71.5  percent  of  the 
PIA. 

Benefits  are  also  payable  to  disabled  widows  and  widowers  from 
ages  50-59  at  a  rate  equal  to  the  aged  widow(er)'s  benefit  at  age  60 
(71.5  percent  of  the  PIA)  and  further  reduced  based  on  the  number 
of  months  of  entitlement  before  age  60.  At  age  50,  the  disabled 
widow(er)'s  benefit  equals  50  percent  of  the  PIA. 

Your  Committee's  bill  would  increase  the  benefits  of  disabled 
widow(er)s  age  50-59  to  71.5  percent  of  the  PIA,  the  amount  to 
which  widow(er)s  are  entitled  at  age  60.  The  increase  in  benefits 
would  be  effective  January  1984  for  newly  entitled  beneficiaries 
and  for  those  already  on  the  rolls  as  well. 

The  vulnerable  condition  of  these  beneficiaries  is  evidenced  by 
the  fact  that  the  average  benefit  for  all  disabled  widow(er)s  in  cur- 
rent-payment status  in  December  1982  was  only  $242  a  month.  At 
the  end  of  1981,  almost  28  percent  of  those  receiving  disabled 
widow(er)'s  benefits  were  also  receiving  supplemental  security 
income  payments.  Your  Committee's  bill  would  thus  help  improve 
benefit  adequacy  for  a  group  (of  whom  about  99  percent  are 
women)  who,  by  definition,  are  both  widowed  and  unable  to  work 
and  support  themselves. 

E.  MECHANISMS  TO  ASSURE  CONTINUED  BENEFIT  PAYMENTS  IN  ADVERSE 

CONDITIONS 

At  least  since  1950,  it  has  been  the  policy  to  keep  trust  fund  rev- 
enues in  each  year  approximately  equal  to  expenditures.  Under 
this  policy,  known  as  current-cost  financing,  current  revenues  are 
promptly  paid  out  to  current  beneficiaries.  If  at  any  point  revenues 
from  contributions  to  the  system  exceed  amounts  needed  for  bene- 
fit payments,  the  excess  is  placed  in  the  trust  fund  reserve.  If  rev- 
enues fall  short  of  the  amount  needed  for  benefit  payments,  the  re- 
serves are  drawn  upon  to  makt  up  the  differoncc.  It  however,  thr^ 
reserves  are  not  adequate  to  make  up  the  shortfall,  under  current 
law  the  trust  funds  have  no  way  of  making  benefit  payments  on  a 
timely  basis.  (Thus,  it  is  considered  critical  to  have  at  least  one 
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month's  benefit  payments  in  reserve  at  the  beginning  of  each 
month,  and  to  have  enough  of  a  reserve  to  carry  benefit  payments 
through  downturns  in  revenues  during  the  year  or  during  unfavor- 
able economic  periods.) 

Your  Committee  shares  the  concern  frequently  expressed  by  ad- 
visory groups,  and  most  recently  by  the  National  Commission  on 
Social  Security  Reform,  about  the  need  to  have  procedures  that 
would  preserve  the  system's  capacity  to  continued  paying  benefits 
on  a  timely  basis  even  during  unexpectedly  adverse  economic  con- 
ditions. Thus,  your  Committee's  bill  includes  an  interrelated  set  of 
procedures — including  interfund  borrowing  and  the  implementa- 
tion of  a  revised  accounting  procedure  for  crediting  the  trust  funds 
with  revenue  receipts  on  a  more  regularized  basis — that  would  help 
to  accomplish  that  purpose. 

Section  141-  Fixed  monthly  tax  transfers 

Your  Committee's  bill  provides  for  a  revision  of  accounting  proce- 
dures under  which  the  Treasury  Department  would  credit  to  the 
OASDHI  Trust  Funds,  at  the  beginning  of  each  month,  the  amount 
of  payroll  tax  revenues  that  is  estimated  to  be  received  during  the 
month.  These  amounts  would  be  invested  by  the  trust  funds  as  all 
other  trust  fund  assets  are  invested  and  an  appropriate  allocation 
made  of  the  interest  accrued  on  such  investments. 

Your  Committee  believes  this  procedure  will  help  to  alleviate  po- 
tential cash  flow  problems  by  stabilizing  monthly  income  to  the 
OASDI  trust  funds  prior  to  the  point  benefits  are  paid. 

In  paying  interest  to  the  general  fund,  the  interest  rate  charged 
to  the  trust  funds  in  any  month  shall  be  equal  to  the  rate  earned 
by  the  investments  of  the  Trust  Funds  in  the  same  month  under 
section  303  of  the  Committee  bill.  Interest  shall  be  calculated  on  a 
daily  basis  and  apply  to  an  amount  equal  to  the  amount  trans- 
ferred on  the  first  of  the  month  minus  the  amount  which  would 
have  been  transferred  up  to  that  day  of  the  month  under  proce- 
dures in  effect  on  January  1,  1983. 

Section  152.  Interfund  borrowing  extension 

Under  prior  law  (P.L.  97-123)  interfund  borrowing  was  allowed 
during  1982  between  the  OASI,  DI  and  HI  funds.  Your  Committee's 
bill  would  authorize  continued  interfund  borrowing  between  these 
three  trust  funds  for  1983-1987.  However,  provision  must  be  made 
for  repayment  by  the  borrowing  fund  at  the  earliest  feasible  time 
and  in  no  case  later  than  the  end  of  calendar  year  1989.  Borrowing 
also  would  be  permitted  only  to  the  extent  the  lending  fund  had  a 
sufficient  balance  to  lend  the  money  without  jeopardizing  its  own 
ability  to  meet  its  obligations.  Since  your  Committee  continues  to 
be  concerned  about  the  long-term  condition  of  the  HI  fund,  it  is 
your  Committee's  intent  that  borrowing  from  the  HI  Fund  should 
be  undertaken  with  due  regard  for  the  fund's  status  and  that  any 
funds  borrowered  from  the  HI  fund  could  be  paid  back  when  the 
HI  fund  would  need  them  to  maintain  its  own  benefit  payments. 

Borrowing,  as  under  the  prior  law,  would  be  at  the  discretion  of 
the  Managing  Trustee,  who  also  would  determine  the  time  and 
amount  of  repayment,  consistent  with  the  above  cautions  and  re- 
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strictions.  Interest  would  be  paid  by  the  borrowing  fund  to  the 
lending  fund  on  any  amounts  loaned,  as  under  prior  law. 

Your  Committee  notes  that  some  $17.5  billion  was  borrowed  by 
the  OASI  fund  from  the  other  funds  ($5.1  billion  from  DI  and  $12.4 
billion  from  HI)  in  November  and  December  1982  in  order  to 
ensure  benefit  payments  through  June  1983.  P.L.  96-403  also  real- 
located $8.8  billion  in  incoming  taxes  away  from  the  DI  fund  and 
into  the  OASI  fund  during  1980-82  ($4.1  billion  in  1980,  $4.4  billion 
in  1981,  and  $0.3  billion  in  1982).  These  reallocations,  combined 
with  the  interfund  borrowing,  dropped  the  DI  reserves  from  35  per- 
cent at  the  beginning  of  1980  to  15  percent  at  the  beginning  of 
1983.  However,  the  DI  fund  reserves  are  still  expected  to  increase 
over  the  long-term. 

Section  143.  Managing  trustee  report  to  the  Congress  concerning 
trust  fund  shortfalls 

While  the  use  of  the  fixed  tax  transfer  accounting  procedure  and 
interfund  borrowing  will  enable  the  Trustees  to  manage  the  cash 
flow  within  the  trust  funds  to  maximum  advantage,  your  Commit- 
tee remains  concerned  that  safeguards  be  provided  in  the  event  the 
combined  resources  of  the  trust  funds  prove  inadequate  to  pay 
timely  benefits.  It  is  further  concerned  that  when  trust  fund  re- 
serves remain  low  for  several  years,  a  situation  could  arise  fairly 
quickly  where  further  action  may  be  needed. 

Your  Committee's  bill  requires  the  Board  of  Trustees  to  report 
immediately  to  the  Congress  whenever  it  is  of  the  opinion  that  the 
amount  of  any  of  the  Trust  Funds  may  become  unduly  small  and 
recommend  a  specific  legislative  plan  to  adjust  the  inflow  and 
outgo  of  funds  to  remedy  this  shortfall  with  due  regard  to  the  eco- 
nomic situation  that  created  the  protJlem  and  the  amount  of  time 
available  to  act  in  a  prudent  manner!  It  is  the  intent  of  the  Com- 
mittee that  such  legislative  action  should  be  effective  only  so  long 
as  is  necessary  to  restore  the  fund  to  solvency. 

F.  OTHER  FINANCING  AMENDMENTS 

Section  151.  Financing  of  noncontributory  military  wage  base  cred- 
its 

Under  current  law  gratuitous  military  wage  credits  are  provided 
to  persons  who  served  in  the  military  after  September  16,  1940.  Al- 
though members  of  the  armed  forces  were  compulsorily  covered 
under  social  security  in  1957,  wage  credits  continue  to  be  provided 
to  military  personnel  in  recognition  of  the  value  of  non-cash  com- 
pensation received. 

The  cost  of  the  additional  benefits  and  the  administrative  ex- 
penses arising  from  these  noncontributory  wage  credits  are  borne 
by  the  General  Fund  on  a  retroactive  reimbursement  basis  (i.e.,  the 
costs  are  reimbursed  only  after  benefits  have  been  paid). 

Your  Committee  is  concerned  that  since  only  the  marginal  cost 
of  benefits  which  result  from  the  inclusion  of  gratuitous  wage 
credit  is  reimbursed  and  that  this  is  done  on  a  retroactive  basis, 
the  Treasury  receives  a  "bargain"  as  compared  with  other  employ- 
ers. This  is  because  the  weighted  benefit  formula  under  OASDI 
produces  relatively  less  additional  benefit  cost  for  those  last  mar- 
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ginal  dollars  of  earnings  than  for  the  first  dollars  of  earnings.  In 
essence,  then,  not  only  does  the  Treasury  pay  the  cost  of  providing 
these  social  security  credits  later  than  does  any  other  employer,  it 
also  pays  less,  on  the  average,  for  each  dollar  of  earnings. 

As  a  result  of  these  concerns,  your  Committee  bill  provides  that 
a  lump-sum  payment  will  be  made  to  the  OASDI  Trust  Funds  from 
the  General  Fund  of  the  Treasury  for:  (i)  The  present  value  of  the 
estimated  additional  benefits  arising  from  the  gratuitous  military 
service  wage  credits  for  service  before  1957;  (ii)  the  amounts  of  the 
combined  employer-employee  OASDI  taxes  on  the  gratuitous  mili- 
tary service  wage  credits  for  service  after  1956  and  before  1983;  and 
in  addition,  (iii)  the  HI  Trust  Fund  will  be  credited  with  the  com- 
bined employer-employee  HI  taxes  or  gratuitous  wage  credits  for 
services  rendered  after  1965  and  before  1983.  (In  the  future,  the 
OASDHI  Trust  Funds  would  be  reimbursed  on  a  current  basis  for 
such  employer-employee  taxes  on  such  wage  credits  for  service 
after  1983). 

Section  152.  Accounting  for  certain  unnegotiated  checks  for  benefits 
under  the  social  security  program 

Under  current  law  the  Social  Security  Administration  certifies 
to  the  Department  of  Treasury  the  amount  of  benefits  to  be  paid  to 
social  security  beneficiaries.  Subsequently,  Treasury  transfers  that 
amount  from  the  social  security  trust  funds  to  a  Treasury  transfer 
account.  Treasury  then  mails  the  beneficiaries  their  checks. 

However,  some  of  these  checks  are  never  negotiated.  Social  secu- 
rity checks  remain  unnegotiated  for  various  reasons.  For  example, 
some  benficiaries  may  "save"  their  social  security  checks,  rather 
than  cash  them  or  deposit  them  in  banks;  also  some  checks  may  be 
lost  in  the  mail  or  be  stolen  and  not  be  reported,  because  the  bene- 
ficiary did  know  that  the  check  was  coming,  and  still  other  checks 
go  to  the  deceased  persons  and  are  held  by  a  survivor  and  not 
cashed  or  returned. 

Social  security  benefit  checks,  as  well  as  most  other  government 
checks,  are  not  issued  by  Treasury  under  special  program  symbols. 
Therefore,  Treasury  is  not  able  to  readily  identify  what  portion  of 
government-wide  uncashed  checks  are  social  security  benefit  pay- 
ments. The  Treasury  is  authorized  neither  to  cancel  uncashed  gov- 
ernment checks  nor  to  credit  the  value  of  those  checks  to  the  ac- 
counts upon  which  they  were  drawn.  As  a  result,  the  trust  funds 
are  not  credited  for  any  uncashed  OASDI  benefit  checks.  Instead, 
the  value  of  benefit  checks  which  are  not  cashed  remains  in  the 
General  Fund  of  the  Treasury. 

In  order  to  recover  this  lost  revenue  to  the  OASDI  Trust  Funds, 
your  Committee's  bill  provides  for  a  lump-sum  payment  to  the 
OASDI  Trust  Funds  from  the  General  Revenue  representing  the 
amount  of  uncashed  benefit  checks  which  have  been  issued  in  the 
past.  In  addition,  your  Committee's  bill  requires  the  implementa- 
tion of  a  procedure  under  which:  (1)  the  Treasury  Department 
would  make  it  possible  to  distinguish  OASDI  checks  from  other 
government  checks;  and  (2)  the  trust  funds  would  be  credited  on  a 
regular  basis  with  an  amount  equal  to  the  value  of  all  OASDI 
benefit  checks  which  have  not  been  negotiated  for  a  period  of  6 
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months.  Checks  which  are  older  than  6  months  will  still  be  negotia- 
ble. 

2.  Section-by-Section  Explanation  of  Title  I 
Section  101.  Coverage  of  newly  hired  federal  employees 

Section  101(a)  of  the  bill  provides  Social  Security  coverage  for 
Federal  employees  hired  on  or  after  January  1,  1984  and  for  cer- 
tain current  Federal  employees  including  the  President,  Vice  Presi- 
dent, appointed  Federal  officials.  Federal  judges,  members  of  Con- 
gress and  legislative  employees  who  are  not  covered  under  a  feder- 
al retirement  system. 

Section  101(a)(1)  of  the  bill  replaces  paragraphs  (5)  and  (6)  of  sec- 
tion 210(a)  of  the  Social  Security  Act  with  new  paragraphs  (5)  and 
(6).  (The  present  paragraphs  (5)  and  (6)  generally  exclude  from  the 
definition  of  Social  Security  covered  emplojonent  civilian  service 
performed  in  the  employ  of  the  United  States  or  an  instrumentali- 
ty of  the  United  States.) 

The  new  paragraph  (5)  of  section  210(a)  of  the  Act  continues  the 
exclusions  from  Social  Security  coverage  provided  under  the  pres- 
ent paragraphs  (5)  and  (6)  for  employees  of  the  United  States  or 
any  instrumentality  of  the  United  States  who  have  been  continu- 
ously so  employed  since  December  31,  1983  and  for  annuitants  of  a 
Federal  retirement  system.  An  individual  who  returns  to  service  in 
the  employ  of  the  United  States  or  an  instrumentality  of  the 
United  States  after  a  separation  from  such  service  of  not  more 
than  365  consecutive  days  is  nevertheless  considered  ''continuous- 
ly" employed  for  purposes  of  this  section. 

The  new  paragraph  (5)  does  not  apply  to  service:  (1)  as  President 
or  Vice  President  of  the  United  States,  (2)  in  a  position  established 
under  sections  5312  through  5317  of  title  5,  United  States  Code,  as 
a  noncareer  appointee  of  the  Senior  Executive  Service  or  a  nonca- 
reer  member  of  the  Senior  Foreign  Service,  or  in  a  position  to 
which  the  individual  is  appointed  by  the  President  or  Vice  Presi- 
dent under  sections  105(a)(1),  106(a)(1),  or  107(a)(1)  or  (b)(1)  of  title  3, 
United  States  Code,  if  the  position's  basic  pay  is  at  or  above  the 
rate  for  level  V  of  the  Executive  Schedule;  (3)  as  a  member  of  the 
Supreme  Court,  United  States  Court  of  Appeals,  United  States  Dis- 
trict Court  (including  the  district  court  of  a  territory).  United 
States  Claims  Court,  United  States  Court  of  International  Trade, 
United  States  Tax  Court,  or  as  United  States  magistrate,  referee  in 
bankruptcy,  or  United  States  bankruptcy  judge;  (4)  as  a  Member, 
Delegate,  or  Resident  Commissioner  of  or  to  the  Congress;  or  (5)  as 
an  employee  of  the  legislative  branch  who  is  not  covered  under  the 
Civil  Service  Retirement  System  as  of  January  1,  1984.  The  effect 
of  not  applying  paragraph  (5)  to  such  service  is  that  such  service  is 
covered  under  Social  Security  beginning  January  1,  1984. 

The  new  paragraph  (6)  provides  that  service  performed:  (1)  by  in- 
mates in  Federal  penal  institutions,  (2)  in  Federal  hospitals  by  cer- 
tain interns,  student  nurses  and  other  student  employees,  and  (3) 
by  individuals  employed  on  a  temporary  basis  in  case  of  fire,  storm, 
earthquake,  flood,  or  other  similar  emergency  continues  to  be  ex- 
cluded from  Social  Security  as  it  is  under  present  law. 
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Section  101(a)(2)  of  the  bill  amends  section  210(p)  of  the  Act,  re- 
lating to  Medicare  qualified  Federal  employment,  to  conform  to  the 
amendment  made  to  section  210(a)  of  the  Act  by  section  101(a)(1)  of 
the  bill. 

Section  101(b)  of  the  bill  amends  section  3121  of  the  Internal  Rev- 
enue Code  of  1954  to  conform  to  the  amendments  made  by  section 
101(a)  of  the  bill. 

Section  101(b)(1)  of  the  bill  amends  section  3121(b)  of  the  Code  to 
conform  to  the  amendment  made  to  section  210(a)  of  the  Act  by 
section  101(a)(1)  of  the  bill. 

Section  101(b)(2)  of  the  bill  amends  section  3121(u)(l)  of  the  Code 
to  conform  to  the  amendment  made  to  section  210(p)  of  the  Act  by 
section  101(a)(2)  of  the  bill. 

Section  101(c)(1)  of  the  bill  amends  section  209  of  the  Act  by 
adding  a  new  paragraph  at  the  end  thereof  which  provides  that 
payments  made  to  retired  justices  or  judges  under  the  provisions  of 
section  371(b)  of  title  28,  United  States  Code,  for  periods  during 
which  they  render  services  under  the  provisions  of  section  294  of 
title  28,  United  States  Code,  are  included  as  wages  for  Social  Secu- 
rity taxation  purposes. 

Section  101(c)(2)  of  the  bill  amends  section  3121(i)  of  the  Internal 
Revene  Code  of  1954  by  adding  a  new  paragraph  (5),  which  provides 
that  the  payments  made  to  retired  justices  or  judges  under  the  pro- 
visions of  section  371(b)  of  title  28,  United  States  Code,  for  periods 
during  which  they  render  services  under  the  provisions  of  section 
294  of  title  28,  United  States  Code,  are  included  as  wages  for  Social 
Security  taxation  purposes. 

Section  101(d)  of  the  bill  provides  that  the  amendments  made  by 
section  101  of  the  bill  apply  with  respect  to  remuneration  paid 
after  December  31,  1983. 

Section  102.  Coverage  of  employees  of  nonprofit  organizations 

Section  102(a)  of  the  bill  provides  compulsory  coverage  of  remu- 
neration for  services  performed  by  current  and  future  employees  of 
nonprofit  organizations. 

Sections  102(a)(1)  and  102(a)(2)  of  the  bill  make  changes  in  section 
210(a)(8)  of  the  Social  Security  Act  to  conform  it  to  the  amendment 
made  by  section  102(a)(3). 

Section  102(a)(3)  of  the  bill  amends  section  210(a)(8)  of  the  Act  by 
deleting  subparagraph  (B),  thus  eliminating  the  exclusion  from  the 
definition  of  "employment"  for  Social  Security  benefit  purposes 
services  performed  in  the  employ  of  tax-exempt  nonprofit  organiza- 
tions described  in  section  501(c)(3)  of  the  Internal  Revenue  Code  of 
1954. 

Section  102(b)  of  the  bill  amends  section  3121  of  the  Code  to  pro- 
vide compulsory  Social  Security  taxation  of  remuneration  for  serv- 
ices performed  in  the  employ  of  such  nonprofit  organizations. 

Sections  102(b)(1)(A)  and  102(b)(1)(B)  of  the  bill  make  changes  in 
section  3121(b)(8)  of  the  Code  to  conform  it  to  the  amendment  made 
by  section  102(b)(1)(C)  of  the  bill. 

Section  102(b)(1)(C)  of  the  bill  amends  section  3121(b)(8)  of  the 
Code  by  deleting  subparagraph  (B),  to  conform  to  the  amendment 
made  by  section  102(a)(3)  of  the  bill. 
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Section  102(b)(2)  of  the  bill  repeals  section  3121(k)  of  the  Code 
which  permits  a  tax-exempt  nonprofit  organization  to  provide 
Social  Security  coverage  for  its  employees  by  filing  a  waiver  with 
the  Secretary  of  the  Treasury,  provides  that  a  waiver  will  be 
deemed  to  have  been  filed  under  certain  circumstances,  and  per- 
mits such  an  organization  to  terminate  coverage  for  its  employees. 

Section  102(b)(3)  of  the  bill  amends  section  3121(r)  to  repeal  para- 
graph (4),  which  requires  religious  orders  which  elect  Social  Secu- 
rity coverage  for  their  members  also  to  elect  Social  Security  cover- 
age for  their  lay  employees,  and  to  make  conforming  changes  in 
references  to  sections  210(a)(8)  of  the  Act  and  3121(b)(8)  of  the  Code. 

Section  102(c)  of  the  bill  provides  that  the  amendemts  made  by 
subsections  (a)  and  (b)  shall  apply  to  service  performed  after  De- 
cember 31,  1983.  However,  the  amendments  do  not  affect  section  2 
of  P.L.  94-563  (which  provides  that  no  refund  or  credit  of  taxes 
shall  be  made  to  a  nonprofit  organization  that  is  deemed  to  have 
filed  a  waiver  to  provide  Social  Security  coverage  for  its  employees) 
or  section  3  of  P.L.  94-563  and  section  312(c)  of  P.L.  96-216  (which 
permit  an  employee  of  a  nonprofit  organization  that  is  deemed  to 
have  filed  a  waiver  to  receive  credit  for  past  services  if  he  pays  the 
Social  Security  employee  tax  on  his  wages). 

Section  102(d)  of  the  bill  provides  that  if  a  nonprofit  organization 
has  filed  a  waiver  certificate  under  which  Social  Security  coverage 
has  been  extended  to  its  employees,  the  period  for  which  the  certif- 
icate is  in  effect  may  not  be  terminated  on  or  after  enactment. 

Section  102(e)  of  the  bill  provides  a  rule  for  deeming  to  be  fully 
insured  for  Social  Security  purposes  persons  who,  on  January  1, 
1984,  are  at  least  age  55  and  employed  by  a  nonprofit  organization 
to  those  employees  coverage  is  extended  solely  as  a  result  of  this 
section. 

Section  102(e)(1)(A)  of  the  bill  provides  that  the  deeming  provi- 
sion applies  to  individuals  who,  on  January  1,  1984,  are  age  55  or 
over  and  employees  of  a  nonprofit  organization  to  those  employees 
coverage  is  extended  solely  as  a  result  of  this  section. 

Section  102(e)(1)(B)  of  the  bill  provides  that,  for  purposes  of  the 
deeming  provision,  the  quarters  of  coverage  (required  under  section 
102(e)(2))  must  be  acquired  after  January  1,  1984. 

Section  102(e)(2)  of  the  bill  provides  that  the  number  of  quarters 
of  coverage  needed  to  be  deemed  to  be  fully  insured  is  to  be  deter- 
mined based  on  the  following  table: 

The  Number  of  Quarters  of  Coverage  so  Required 
In  the  case  of  an  individual  who  on  Jan.  1,  1984,  is — 


Age  60  or  over   6 

Age  59  or  over  but  less  than  age  60   8 

Age  58  or  over  but  less  than  age  59   12 

Age  57  or  over  but  less  than  age  58   16 

Age  55  or  over  but  less  than  age  57   20 


Section  102(f)  of  the  bill  amends  section  1886(b)  of  the  Act  by  de- 
leting paragraph  (6),  which  provides  for  the  reduction  of  Medicare 
payments  to  hospitals  for  inpatiant  hospital  services  in  the  case  of 
certain  hospitals  which  terminate  Social  Security  coverage  of  their 
employees.  Subsection  (f)  is  effective  for  cost  reporting  periods  be- 
ginning on  or  after  October  1,  1982. 
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Section  103.  Duration  of  agreements  for  coverage  for  State  and  local 
employees 

Section  103(a)  of  the  bill  replaces  section  218(g)  of  the  Social  Se- 
curity Act,  which  permits  States  to  terminate  Social  Security  cov- 
erage for  groups  of  State  and  local  employees  and  prevents  termi- 
nated groups  from  becoming  covered  again,  with  a  new  section 
218(g).  Under  the  new  section  218(g),  Social  Security  coverage  pro- 
vided under  a  State's  agreement  with  the  Secretary  may  not  be  ter- 
minated, and  previously  terminated  groups  are  permitted  to  again 
be  covered  under  Social  Security. 

Section  103(b)  provides  that  the  new  section  218(g)  applies  to  all 
current  and  future  coverage  agreements  (or  modifications  of  agree- 
ments) between  the  States  and  the  Secretary.  It  also  provides  that 
the  new  section  218(g)  shall  apply  without  regard  to  whether  a 
notice  of  intent  to  terminate  coverage  has  been  filed  by  a  State 
with  respect  to  any  group  of  State  of  local  employees. 

Section  111.  Shift  cost  of  living  adjustments  to  calendar  year  basis 

Section  111  of  the  bill  amends  section  215(i)  of  the  Social  Security 
Act  to  provide  that  after  1982,  the  automatic  cost-of-living  adjust- 
ments (COLA)  provided  for  in  this  section  shall  be  made  on  a  calen- 
dar year  basis  (making  the  increase  effective  for  December  payable 
in  January,  rather  than  effective  for  June  payable  in  July  of  each 
year)  and  that  for  COL  As  effective  after  1983,  the  period  for  meas- 
uring the  increase  in  the  Consumer  Price  Index  (CPI)  shall  be  shift- 
ed from  a  first-quarter  to  first-quarter  measure  to  a  third-quarter 
to  third-quarter  measure. 

Section  111(a)(1)  of  the  bill  amends  section  215(i)(l)(A)  of  the  Act 
to  provide  that  for  years  after  1982  a  base  quarter  for  measuring 
an  automatic  increase  in  the  CPI  will  end  with  the  calendar  quar- 
ter ending  on  September  30,  rather  than  March  31. 

Section  111(a)(2)  of  the  bill  amends  section  215(i)(2)(A)(ii)  of  the 
Act  to  change  the  effective  date  of  an  automatic  cost-of-living  bene- 
fit increase  from  June  to  December  of  any  year  in  which  the  Secre- 
tary determines  a  cost-of-living  adjustment  is  required. 

Section  111(a)(3)  of  the  bill  makes  a  conforming  effective  date 
amendment  in  section  215(i)(2)(A)(iii)  of  the  Act,  which  provides 
that  automatic  increases  in  a  year  are  applicable  to  primary  insur- 
ance amounts  computed  or  recomputed  in  that  year  regardless  of 
when  entitlement  began  in  that  year,  to  conform  with  section 
111(a)(2)  of  the  bill. 

Section  111(a)(4)  of  the  bill  section  215(i)(2)(B)  of  the  Act  to  con- 
form with  the  effective  month  provided  in  section  111(a)(2)  of  the 
bill. 

Section  111(b)(1)  of  the  bill  amends  section  215(i)(4)  of  the  Act, 
which  requires  the  Secretary,  after  a  COLA  has  been  determined, 
to  publish  in  the  Federal  Register  revisions  of  the  table  of  benefits 
under  the  law  in  effect  in  December  1978,  to  provide  that  such 
tables  will  be  revised  as  required  by  section  111(a)(2)  of  the  bill. 

Section  111(b)(2)  of  the  bill  amends  section  215(i)  of  the  Act  as  in 
effect  in  December  1978  (provisions  affecting  those  not  covered  by 
wage  indexing)  and  as  applied  in  certain  cases  after  1978  (cases 
computed  under  transitional  provisions)  to  conform  with  the  third 
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quarter  measuring  period  and  the  December  effective  date  provi- 
sions of  sections  111(a)(1)  and  111(a)(2)  of  of  the  bill. 

Section  111(c)  of  the  bill  amends  sections  203(f)(8)(A),  the  auto- 
matic adjustment  of  the  retirement  test,  23(Xa),  the  automatic  ad- 
justment of  the  contribution  and  benefit  base,  and  202(m),  the  sole 
survivor  minimum  benefit  provision  (as  it  applies  in  certain  cases 
by  reason  of  section  2  of  P.L.  97-123  relating  to  the  minimum  bene- 
fit for  those  eligible  before  1982)  to  conform  with  the  provisions  of 
section  111(a)(2)  of  the  bill. 

Section  111(d)  of  the  bill  provides  that  the  amendments  made  by 
this  section  will  apply  to  cost-of-living  adjustments  for  years  after 
1982;  except  that  the  change  in  the  period  for  measuring  the  in- 
crease in  the  CPI  made  by  subsections  (aXD  and  (b)(2XA)  will  apply 
only  to  cost-of-living  adjustments  for  years  after  1983. 

Section  111(e)  of  the  bill  provides  that,  notwithstanding  any 
other  provision  in  section  215(i)  of  the  Act,  the  base  quarter  in  1983 
will  be  a  cost-of-living  computation  quarter  even  if  the  CPI  has  not 
increased  by  at  least  3  percent  since  the  last  prior  cost-of-living 
computation  quarter.  This  amendment  would  ensure  that  a  benefit 
increase  would  be  payable  effective  December  1983. 

Section  112.  Cost-of-living  increases  to  be  based  on  either  wages  or 
prices  (whichever  is  lower)  when  balance  in  OASDI  trust  funds 
falls  below  specified  level 

Section  112  of  the  bill  provides  that,  beginning  in  1988,  in  any 
year  when  the  ratio  of  the  combined  OASDI  trust  funds  balance  to 
estimated  outgo  is  less  than  20  percent,  the  automatic  cost-of-living 
increase  for  that  year  will  be  based  on  the  lower  of  the  increase  in 
prices  or  the  increase  in  wages.  The  section  also  provides  that, 
when  the  combined  OASDI  trust  fund  ratio  reaches  32  percent,  a 
catchup  benefit  increase  will  be  made  to  take  account  of  prior  in- 
creases that  were  based  on  less  than  the  increase  in  prices. 

Section  112(a)  of  the  bill  amends  section  215(i)(l)(B)  of  the  Social 
Security  Act  by  changing  the  definition  of  a  cost-of-living  computa- 
tion quarter  to  take  account  of  the  possibility  of  benefit  increases 
based  on  wages.  The  new  provision  specifies  that  a  cost-of-living 
computation  quarter  will  be  a  quarter  in  which  the  ''applicable  in- 
crease percentage"  (defined  in  a  new  subparagraph  (C))  is  3  percent 
or  more. 

Section  112(a)  of  the  bill  also  redesignates  subparagraph  (C)  as 
subparagraph  (H)  and  adds  five  new  subparagraphs  to  section 
215(i)(l)  of  the  Act: 

New  subparagraph  (C)  defines  applicable  increase  percentage  as 
the  lower  of  the  CPI  increase  percentage  or  the  wage  increase  per- 
centage for  any  year  after  1987  when  the  combined  OASDI  trust 
fund  ratio  is  less  than  20  percent  and  as  the  Consumer  Price  Index 
(CPI)  increase  percentage  for  any  other  year. 

New  subparagraph  (D)  defines  the  CPI  increase  percentage  as 
the  percentage  (rounded  to  the  nearest  tenth)  by  which  the  CPJ  fo  * 
the  current  base  quarter  (or  cost-of-living  computation  quarter)  ex- 
ceeds that  index  for  the  most  recent  prior  quarter  which  was  a 
cost-of-living  computation  quarter  (or  was  a  base  quarter  in  a  year 
when  a  general  benefit  increase  was  paid). 
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New  subparagraph  (E)  defines  wage  increase  percentage  as  the 
percentage  (rounded  to  the  nearest  tenth)  by  which  the  SSA  aver- 
age wage  index  for  the  year  preceding  the  current  year  exceeds 
that  index  for  the  year  preceding  the  most  recent  prior  year  which 
included  a  cost-of-living  computation  quarter  (or  was  a  year  in 
which  a  general  benefit  increase  was  paid). 

New  subparagraph  (F)  defines  OASDI  fund  ratio  for  a  calendar 
year  as  the  combined  balance  in  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  and  the  Federal  Disability  Insurance  Trust 
Fund,  reduced  by  the  outstanding  amount  of  any  loans  (including 
interest)  made  to  either  fund  from  the  Federal  Hospital  Insurance 
Trust  Fund,  at  the  beginning  of  that  calendar  year  to  the  total 
amount  which  will  be  paid  from  such  funds  during  that  year,  ex- 
cluding repayment  of  (and  interest  on)  loans  from  the  Federal  Hos- 
pital Insurance  Trust  Fund  and  transfer  payments  between  those 
funds,  and  reducing  any  transfers  to  the  Railroad  Retirement  Ac- 
count by  the  amount  of  any  transfers  into  those  funds  from  that 
account. 

New  subparagraph  (G)  defines  SSA  average  wage  index  as  the 
average  of  the  total  wages  reported  to  the  Secretary  of  the  Treas- 
ury for  the  preceding  calandar  year  as  determined  for  purposes  of 
indexing  earnings  under  section  215(b)  of  the  Act. 

Section  112(b)  of  the  bill  amends  section  215(i)(2)(A)(ii)  of  the  Act 
so  that  the  percentage  increase  determined  under  the  preceding 
section  will  be  applied  when  determining  the  amount  of  the  auto- 
matic benefit  increase. 

Section  112(c)  of  the  bill  amends  section  215(i)  of  the  act  by 
adding  a  new  paragraph  (5),  which  provides  for  an  additional  per- 
centage increase  in  certain  years.  An  additional  percentage  in- 
crease will  be  determined  when  the  OASDI  fund  ratio  is  over  32 
percent  and  a  prior  automatic  benefit  increase  had  been  paid  under 
section  215(i)  based  on  the  wage  increase  percentage  rather  than 
the  CP  increase  percentage  or  no  increase  had  been  paid  because 
the  wage  increase  percentage  was  less  than  3  percent.  The  addi- 
tional percentage  increase  is  defined  as  the  difference  between  the 
compounded  benefit  increases  that  would  have  been  paid  if  all  in- 
creases had  been  based  on  the  CPI  increase  percentage  and  the 
compounded  percentage  increases  that  were  actually  paid.  Such  in- 
creases will  be  measured  over  the  period  beginning  with  the  calen- 
dar year  in  which  the  worker  initially  became  eligible  for  an  old- 
age  or  disability  insurance  benefit,  or  died  before  becoming  so  eligi- 
ble, and  ending  with  the  year  in  which  the  increase  is  due.  (In  the 
case  of  benefits  under  sections  227  and  228,  however,  the  period 
begins  with  the  year  the  person  first  became  entitled  to  such  bene- 
fits.) The  Secretary  will  reduce  the  amount  of  the  additional  per- 
centage increase,  if  necessary,  to  assure  that  the  fund  ratio  will 
remain  at  or  above  32  percent  through  the  end  of  the  following 
year.  Any  additional  percentage  increase  that  is  paid  will  be  treat- 
ed as  part  of  the  regular  cost-of-living  increase  for  that  year. 

Section  112(d)(1)  of  the  bill  amends  section  215(i)(2)(C)  of  the  Act 
by  adding  a  new  clause  (iii),  which  provides  that  the  Secretary 
must  determine  and  promulgate  the  OASDI  fund  ratio  and  the 
SSA  wage  index  by  November  1  of  each  year  and  include  those 
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amounts  in  any  notification  made  under  clause  (i)  and  any  determi- 
nation published  under  subparagraph  (D). 

Section  112(d)(2)  of  the  bill  amends  section  215(i)(4)  of  the  Act  by 
providing  that  the  new  method  of  determining  the  percentage  in- 
crease will  apply  to  benefit  amounts  determined  under  this  subsec- 
tion as  in  effect  in  December  1978. 

Section  112(e)  of  the  bill  provides  that  the  amendments  made  by 
this  section  apply  to  monthly  benefits  for  months  after  December 
1987. 

Section  112(f)  of  the  bill  provides  a  special  method  for  determin- 
ing the  OASDI  fund  ratio  for  calendar  year  1988.  The  OASDI  trust 
fund  balance  used  in  determining  the  OASDI  fund  ratio  for  that 
year  will  be  the  estimated  combined  balance  of  the  funds  at  the 
close  of  that  year,  rather  than  at  the  beginning. 

Section  113.  Elimination  of  windfall  benefits  for  individuals  receiv- 
ing pensions  from  noncovered  employment 

Section  113  of  the  bill  changes  the  benefit  formula  used  in  com- 
puting a  worker's  old-age  or  disability  insurance  benefits  if  the 
worker  receives  an  annuity  based  in  whole,  or  in  part,  on  nonco- 
vered employment. 

Section  113(a)  of  the  bill  amends  section  215(a)  of  the  Social  Secu- 
rity Act  by  adding  a  new  paragraph  (7),  which  provides,  in  subpara- 
graph (A),  that  an  individual's  primary  insurance  amount  (PIA) 
will  be  computed  under  the  special  rules  set  out  in  subparagraph 
(B)  if  (1)  the  worker's  PIA  would  be  computed  under  paragraph  (1) 
of  section  215(a) — that  is,  under  the  wage  indexing  or  special  mini- 
mum PIA  provisions,  (2)  the  worker  attains  age  62  or  becomes  dis- 
abled after  1985  and  (3)  that  worker  is  entitled  to  a  periodic  annu- 
ity based  in  whole,  or  in  part,  on  noncovered  employment.  This 
special  PIA,  which  will  be  computed  with  respect  to  the  initial 
month  the  worker  becomes  eligible  for  Social  Security  benefits,  will 
only  apply  during  the  worker's  concurrent  entitlement  to  such  pe- 
riodic annuity  and  to  either  old-age  or  disability  insurance  benefits. 
There  is  an  exception  that  precludes  an  individual's  PIA  from 
being  computed  under  this  paragraph  if  he  receives  a  periodic  an- 
nuity based  in  part  on  Federal  employment  before  1971  that  was 
covered  under  Social  Security. 

Subparagraph  (B)  of  the  new  paragraph  (7)  provides  that  the  PIA 
in  the  cases  set  out  in  subparagraph  (A)  will  first  be  computed 
under  the  preceding  paragraphs  of  section  215(a)  of  the  Act,  except 
that  a  factor  of  61  percent  will  apply  to  the  lowest  band  of  AIME 
in  the  benefit  formula  (rather  than  90  percent).  There  will  be  a 
guarantee,  which  will  help  workers  with  relatively  low  periodic  an- 
nuities, that  the  reduction  will  not  exceed  one-half  of  the  periodic 
annuity.  This  alternative  guarantee  PIA  equals  the  PIA  that  would 
be  computed  under  section  215(a)  of  the  Act  as  though  the  individu- 
al did  not  receive  an  annuity  based  on  noncovered  employment,  re- 
duced by  50  percent  of  the  annuity.  For  these  purposes,  the  amount 
of  the  annuity  is  the  amount  payable  to  the  individual  when  he 
first  becomes  eligible  for  Social  Security  benefits,  regardless  of  the 
amount  of  the  annuity  he  actually  receives  at  entitlement  or  there- 
after. Also,  the  amount  of  the  annuity  will  be  that  portion  of  the 
annuity  attributable  to  noncovered  service,  with  such  attribution 
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being  based  on  the  proportionate  number  of  years  of  noncovered 
service.  If  the  PIA  is  computed  under  these  special  provisions,  it 
will  be  deemed  to  be  computed  under  paragraph  (1)  of  section 
215(a)  of  the  Act  for  purposes  of  applying  other  provisions  of  title  II 
of  the  Act. 

Subparagraph  (C)  of  the  new  paragraph  (7)  contains  rules  for 
dealing  with  a  range  of  special  cases  of  annuities  based  on  nonco- 
vered employment.  Clause  (i)  of  the  new  subsection  (a)(7)(C)  states 
that  if  the  annuity  is  paid  other  than  monthly,  it  will  be  allocated 
on  a  monthly  basis  for  purposes  of  the  previously  described  PIA 
computation. 

Clause  (ii)  of  the  new  subsection  (aX7)(C)  states  that  if  the  benefi- 
ciary has  elected  a  reduced  annuity  so  as  to  provide  for  his  survi- 
vors, the  amount  used  in  the  PIA  computation  will  be  that  of  the 
unreduced  annuity. 

Clause  (iii)  of  the  new  subsection  (aX7)(C)  states  that  if  eligibility 
for  the  annuity  begins  in  a  month  subsequent  to  the  month  in 
which  the  worker  becomes  eligible  for  old-age  or  disability  insur- 
ance benefits,  his  PIA  will  be  computed  using  the  amount  of  the 
annuity  for  the  first  month  in  which  it  could  become  payable. 

Clause  (iv)  of  the  new  subsection  (a)(7)(C)  states  that,  for  purposes 
of  paragraph  (7),  the  definition  of  periodic  annuity  includes  a  lump 
sum  payment  if  it  is  a  commutation  of,  or  substitute  for,  a  periodic 
annuity. 

Section  113(b)  of  the  bill  amends  section  215(d)  of  the  Act  by 
adding  a  new  paragraph  (5)  that  provides  special  PIA  computation 
rules  for  a  worker  who  meets  the  criteria  set  out  in  the  new  para- 
graph (7XA)  of  section  215(a)  of  the  Act,  except  that  his  PIA  is  not 
computed  under  paragraph  (1)  of  section  215(a)  by  reason  of  para- 
graph (4XB)(ii) — that  is,  he  had  substantial  earnings  before  1950 
and  qualifies  for  an  "old-start"  computation  under  the  1939  Social 
Security  Act  provisions,  as  amended.  The  PIA  in  such  cases  will 
equal  the  old-start  PIA  computed  under  section  215(d)  of  the  Act  as 
though  the  worker  did  not  receive  an  annuity  based  on  noncovered 
employment,  reduced  by  the  smaller  of:  (1)  one-half  of  the  old-start 
PIA  or  (2)  one-half  of  the  periodic  annuity.  In  determining  the 
amount  of  the  annuity  for  this  purpose,  the  same  rules  apply  as  in 
the  new  section  215(aX7)(B)  of  the  Act.  The  exception  provided  in 
the  new  section  215(a)(7XA)  also  applies. 

Section  113(c)  of  the  bill  amends  section  215(f)  of  the  Act  by 
adding  a  new  paragraph  (9),  which  provides,  in  subparagraph  (A), 
that  if  the  worker  becomes  entitled  to  a  periodic  annuity  based  on 
noncovered  employment  in  a  month  subsequent  to  his  entitlement 
to  old-age  or  disability  insurance  benefits,  then  that  benefit  will  be 
recomputed  effective  with  the  first  month  of  concurrent  entitle- 
ment to  that  Social  Security  benefit  and  the  periodic  annuity. 

Subparagraph  (B)  of  the  new  section  215(fX9)  provides  that  if  a 
PIA  is  increased  because  of  the  additional  earnings  of  an  old-age  or 
disability  insurance  beneficiary,  the  increase  is  to  be  computed  as 
though  the  individual  were  not  entitled  to  an  annuity  from  nonco- 
verea  employment.  That  is,  he  will  receive  the  full  benefit  of  the 
increase.  Also,  if  the  individual  dies,  the  PIA  will  be  recomputed 
without  regard  to  the  annuity,  so  that  his  survivors  will  receive 
survivor  benefits  that  are  not  reduced  because  of  the  annuity. 
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Section  113(d)  of  the  bill  provides  conforming  changes  to  sections 
202(e)(2)  and  202(f)(3)  of  the  Act  to  include  references  to  the  new 
section  215(f)(9)(B)  of  the  Act. 

Section  114-  Increase  in  old-age  insurance  benefit  amounts  on  ac- 
count of  delayed  retirement 

Section  114  of  the  bill  would  gradually  increase  the  delayed  re- 
tirement credit  (DRC),  which  is  payable  to  workers  who  delay  re- 
tirement past  age  65  and  up  to  age  70  ^,  from  3  percent  per  year  for 
workers  age  65  in  1989  to  8  percent  per  year  for  workers  age  65 
after  2007. 

Section  114(a)  of  the  bill  amends  section  202(w)(l)(A)  of  the  Social 
Security  Act  to  replace  the  present  language,  which  specifies  the 
amount  by  which  an  old-age  benefit  is  increased  for  certain  groups 
of  workers  who  delay  retirement,  with  language  that  specifies  that 
this  amount  now  will  be  determined  under  the  new  paragraph  (6). 

Section  114(b)  of  the  bill  further  amends  section  202(w)  of  the  Act 
by  adding  a  new  paragraph  (6),  which  specifies  that  the  amount  by 
which  an  old-age  benefit  will  be  increased  for  each  month  of  de- 
layed retirement  is  (1)  one-twelfth  of  1  percent  for  workers  who 
become  eligible  for  monthly  benefits  before  1979,  the  same  as 
under  present  law,  (2)  one-fourth  of  1  percent  for  workers  who 
become  eligible  after  1978  and  before  1987,  and  (3)  a  percentage 
gradually  increasing  by  one-twenty-fourth  of  1  percent  every  other 
year  so  that  it  rises  from  seven-twenty-fourths  of  1  percent  for 
workers  who  become  eligible  in  1987  to  two-thirds  of  1  percent  for 
workers  who  become  eligible  after  2004. 

Section  121.  Taxation  of  social  security  and  railroad  benefits 

Section  121  of  the  bill  provides  for  assessing  income  taxes  in  cer- 
tain cases  on  monthly  benefits  under  title  II  of  the  Social  Security 
Act  and  on  tier  1  monthly  benefits  under  the  Railroad  Retirement 
Act.  Benefits  shall  be  included  in  taxable  income  for  taxpayers, 
whose  adjusted  gross  income  (under  current  law)  combined  with 
one-half  of  their  Social  Security  or  tier  1  railroad  benefits  exceeds 
$25,000  for  a  single  taxpayer,  $32,000  for  a  married  couple  filing 
jointly  or  $0  for  a  married  couple  filing  separately  In  such  cases, 
this  section  provides  that  taxable  income  shall  be  the  lesser  of  one- 
half  of  (1)  the  designated  benefits  or  (2)  the  amount  by  which  ad- 
justed gross  income  (under  current  Internal  Revenue  Code)  plus 
one-half  of  the  benefits  exceeds  specified  base  amounts.  This  sec- 
tion also  contains  special  rules  to  provide  for  treatment  of  overpay- 
ments and  retroactive  payments.  In  addition,  this  section  requires 
that:  beneficiaries  and  the  IRS  be  provided  annual  statements  of 
benefit  payments;  half  of  benefits  received  by  nonresident  aliens  be 
subject  to  income  taxes  and  that  such  taxes  be  withheld  from  bene- 
fits payable;  and  benefits  subject  to  taxation  include  the  portion  of 
any  workmen's  compensation  payments  that  serve  to  reduce  a  tax- 
payer's Social  Security  benefits. 


"  Section  333  of  the  bill  reduces  the  age  beyond  which  no  DRC's  can  be  earned  from  72  to  70. 
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General  rule 

Section  121(a)  of  the  bill  amends  part  II  of  subchapter  B  of  chap- 
ter 1  of  the  Internal  Revenue  Code  of  1954  by  redesignating  section 
86  as  section  87  and  inserting  a  new  section  86  to  provide  for  the 
inclusion  of  a  part  of  Social  Security  benefits  in  gross  income  for 
income  tax  purposes. 

The  new  sections  86(a)  and  86(b)  of  the  Code  as  amended  provide 
that  gross  income  for  a  taxable  year  includes  the  lesser  of  one-half 
of  Social  Security  benefits  received  or  one-half  of  the  amount  by 
which  the  sum  of  adjusted  gross  income  (under  current  law)  plus 
one-half  of  Social  Security  benefits  exceeds  the  base  amounts  speci- 
fied in  subsection  (c). 

Section  86(c)  provides  that  the  base  amount  shall  be  $25,000  for  a 
single  individual,  $32,000  for  a  couple  filing  jointly,  and  zero  for  a 
married  taxpayer  who  does  not  file  a  joint  return  and  who  does  not 
live  apart  from  his  spouse  throughout  the  taxable  year. 

Section  86(d)  defines  the  term  ''Social  Security  benefit,"  provides 
special  rules  for  treatment  of  overpayment  refunds  and  makes  pro- 
visions to  take  account  of  Social  Security  benefit  reductions  due  to 
the  receipt  of  workmen's  compensation  benefits. 

Paragraph  (1)  of  the  new  section  86(d)  defines  the  term  ''Social 
Security  benefit"  as  any  amounts  received  by  reason  of  entitlement 
to  (A)  monthly  benefits  under  title  II  of  the  Social  Security  Act  and 
(B)  tier  1  railroad  benefits. 

Paragraph  (2)  of  the  new  section  86(d)  provides  the  amount  of 
benefits  received  for  a  taxable  year  shall  be  reduced  by  the  amount 
of  any  repayment  by  the  taxpayer  of  benefits  previously  received. 
The  paragraph  further  provides  that  any  tax  reduction  allowable 
under  section  165  of  the  Code  for  repayment  of  benefits  shall  be 
limited  to  the  amount  by  which  any  repayment  of  benefits  previ- 
ously received  exceeds  the  amount  of  benefits  received  during  the 
taxable  year. 

Paragraph  (3)  of  the  new  section  86(d)  provides  that  the  term 
"Social  Security  benefit"  shall  include  workmen's  compensation 
benefits  to  the  extent  such  benefits  cause  a  reduction  in  Social  Se- 
curity benefits  in  the  taxable  year. 

Paragraph  (4)  defines  the  term  "tier  1  railroad  benefit"  as  a 
monthly  benefit  under  section  3(a),  4(a)  or  4(f)  of  the  Railroad  Re- 
tirement Act  of  1974  (determined  by  taking  into  account  sections 
204(a)(1),  206(1)  and  207(1)  of  Public  Law  93-445). 

Subsection  (e)  of  the  new  section  86  provides  a  limitation  on  the 
amount  of  Social  Security  benefits  includable  in  taxable  income  for 
any  tax  year  in  which  a  taxpayer  receives  a  lump-sum  payment  of 
benefits,  any  part  of  which  is  attributable  to  prior  taxable  years. 
This  subsection  also  defines  the  taxable  year  to  which  a  Social  Se- 
curity benefit  is  attributable,  authorizes  the  Secretary  of  the  Treas- 
ury to  establish  the  time  and  manner  by  which  a  taxpayer  may 
elect  to  attribute  lump-sum  payment  to  prior  tax  years  and  pro- 
vides restrictions  on  the  revocation  by  a  taxpayer  of  an  election  to 
determine  taxable  income  as  provided  under  this  subsection. 

Paragraph  1  of  the  new  subsection  (e)  provides  that  (A)  if  any 
portion  of  a  lump-sum  payment  of  Social  Security  benefits  received 
during  a  taxable  year  is  attributable  to  prior  taxable  years  and  (B) 
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the  taxpayer  makes  an  election  under  the  new  subsection  (e),  then 
the  amount  of  such  portion  includable  in  gross  income  for  such  tax- 
able year  shall  not  exceed  the  sum  of  the  increases  in  gross  income, 
if  any,  for  such  prior  taxable  years  that  would  result  from  taking 
such  portion  into  account  in  the  taxable  years  to  which  it  is  attrib- 
utable. 

Paragraph  (2)(A)  of  the  new  subsection  (e)  provides  that  a  Social 
Security  benefit  shall  be  attributable  to  the  taxable  year  in  which 
the  generally  applicable  payment  date  for  such  benefit  occurred. 
Paragraph  (2)(B)  authorizes  the  Secretary  of  the  Treasury  to  pre- 
scribe by  regulations  the  time  and  manner  for  making  an  election 
under  the  new  subsection  (e)(1)  and  further  provides  that  an  elec- 
tion made  under  this  subsection  may  be  revoked  only  with  the  con- 
sent of  the  Secretary  of  the  Treasury. 

The  new  section  86(f)  of  the  Code  provides  that  Social  Security 
benefits  shall  be  treated  as  pensions  and  annuities  for  purposes  of 
sections  43(c)(2),  219(f)(1),  221(b)(2),  and  911(b)(1)  of  the  Internal  Rev- 
enue Code.  These  sections  deal  respectively  with  earned  income  tax 
credit  for  low  income  workers,  retirement  savings  contributions, 
deductions  for  two-earner  married  couples,  and  exclusion  of  foreign 
earned  income. 

Information  reporting 

Section  121(b)  of  the  bill  amends  subpart  B  of  part  II  of  sub- 
chapter A  of  chapter  6  of  the  Internal  Revenue  Code  to  include  a 
new  section,  designated  section  6050F,  to  provide  that  appropriate 
Federal  officials  issue  annual  reports  to  the  Secretary  of  the  Treas- 
ury and  to  all  Social  Security  beneficiaries  and  Railroad  Retire- 
ment annuitants  setting  forth  the  amount  of  benefits  paid  each 
such  beneficiary  in  the  calendar  year,  the  amount  of  any  benefits 
repaid  by  the  individual  during  the  year,  and  the  amount  of  reduc- 
tion in  any  Social  Security  benefits  on  account  of  workmen's  com- 
pensation benefits. 

The  new  section  6050F(a)  of  the  Code  requires  the  appropriate 
Federal  official  to  make  a  report  to  the  Secretary  of  the  Treasury 
showing  the  aggregate  amount  of  benefits  paid  to  any  individual 
during  the  calendar  year,  the  aggregate  amount  of  benefits  repaid 
by  such  individual  during  such  calendar  year,  the  amount  of  reduc- 
tions incurred  by  such  individual  due  to  reductions  in  Social  Secu- 
rity benefits  on  account  of  workmen's  compensation,  and  the  name 
and  address  of  the  beneficiary. 

The  new  section  6050F(b)  of  the  Code  requires  the  reporting  offi- 
cial to  furnish  by  January  31  of  each  year,  to  each  individual 
whose  name  is  set  forth  in  any  report  under  subsection  (a),  a  writ- 
ten statement  showing  the  name  of  the  agency  making  the  pay- 
ments and  the  aggregate  amount  of  benefit  payments,  and  any  re- 
payments and  reductions  with  respect  to  the  individual  during  the 
prior  calendar  year. 

The  new  section  6050(c)  defines  ''appropriate  Federal  official"  as 
the  Secretary  of  Health  and  Human  Services  in  the  case  of  month- 
ly benefit  payments  under  title  II  of  the  Social  Security  Act  and  as 
the  Railroad  Retirement  Board  in  the  case  of  monthly  benefit  pay- 
ments under  the  Railroad  Retirement  Act  of  1974.  The  subsection 
also  provides  that  for  purposes  of  section  6050F  of  the  Code,  the 
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term  ''Social  Security  benefit"  has  the  meaning  given  it  by  section 
86(d)(1)  of  the  Code  as  amended. 

Treatment  of  nonresident  aliens 

Section  121(c)  of  the  bill  amends  the  Internal  Revenue  Code  to 
provide  for  the  taxation  of  Social  Security  benefits  paid  to  nonresi- 
dent aliens,  for  the  withholding  of  income  taxes  from  Social  Secu- 
rity benefits  paid  to  nonresident  aliens  and  for  disclosure  by  the  In- 
ternal Revenue  Service  to  the  Social  Security  Administration  and 
the  Railroad  Retirement  Board  of  the  name,  address,  citizenship 
and  resident  status  of  any  individual  for  the  purpose  of  administer- 
ing this  subsection. 

Paragraph  1  of  section  121(c)  amends  section  871(a)  of  the  Code 
by  adding  a  new  paragraph  to  provide  that,  for  nonresident  aliens, 
one-half  of  Social  Security  benefits,  as  defined  in  section  86(d),  be 
included  in  gross  income,  but  that  section  86  shall  not  otherwise 
apply. 

Paragraph  (2)  of  section  121(c)  amends  section  1441  of  the  Code 
by  adding  a  new  subsection  to  provide,  with  respect  to  the  with- 
holding of  tax  on  nonresident  aliens,  a  cross  reference  to  section 
871(a)(3)  of  such  Code. 

Paragraph  (3)  of  section  121(c)  amends  section  6103(h)  of  the  Code 
by  adding  a  new  paragraph  to  authorize  the  Secretary  of  the  Treas- 
ury, upon  written  request,  to  disclose  information  from  the  master 
files  of  the  Internal  Revenue  Service  concerning  the  address,  the 
resident  status  and  the  citizenship  of  an  individual  to  the  Social  Se- 
curity Administration  and  the  Railroad  Retirement  Board  for  pur- 
poses of  carrying  out  the  withholding  provisions  of  section  121(c)(1) 
of  the  bill.  This  paragraph  also  makes  a  conforming  amendment  to 
paragraph  (4)  of  section  6103(p)  of  the  Code. 

Social  Security  benefits  treated  as  United  States  source 

Section  121(d)  of  the  bill  amends  section  86(a)  of  the  IRC  by 
adding  a  new  paragraph  to  provide  that  Social  Security  benefits,  as 
defined  in  section  86(d),  be  treated  as  income  from  sources  within 
the  United  States. 

Transfer  to  trust  funds 

Section  121(e)  of  the  bill  provides  for  determining  tax  liability  at- 
tributable to  this  section,  appropriating  estimated  tax  liability  to 
the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund,  the  Fed- 
eral Disability  Insurance  Trust  Fund  and  the  Railroad  Retirement 
Account  and  issuing  reports  with  respect  to  the  operation  of  this 
section. 

Paragraph  (1)  of  section  121(e)  of  the  bill  provides  that  there 
shall  be  appropriated  to  each  payor  fund  amounts  equivalent  to  the 
aggregate  increase  in  tax  liabilities  under  chapter  1  of  the  Code 
which  is  attributable  to  the  application  of  sections  86  and  87(a)(3)  of 
such  Code  (as  amended  by  the  bill)  to  payments  from  such  payor 
fund. 

Paragraph  (2)  of  section  121(e)  of  the  bill  provides  that  amounts 
appropriated  to  each  payor  fund  shall  be  transferred  at  least  once 
a  quarter  based  on  estimates  of  the  amounts  referred  to  in  para- 
graph (1)  and  that  any  such  quarterly  payment  shall  be  made  on 
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the  first  day  of  such  quarter  and  shall  take  into  account  taxes  at- 
tributable to  Social  Security  benefits  estimated  to  be  received 
during  such  quarter.  This  paragraph  also  provides  that  proper  ad- 
justments are  to  be  made  in  the  transferred  amounts  to  the  extent 
prior  estimates  were  greater  or  less  than  the  amounts  required  to 
be  transferred. 

Paragraph  (3)  of  section  121(e)  of  the  bill  defines  the  term  ''payor 
fund"  as  any  trust  fund  or  account  from  which  payments  of  Social 
Security  benefits  are  made  and  defines  ''Social  Security  benefits" 
as  having  the  same  meaning  as  in  section  86(d)(1)  of  the  Code  as 
amended  by  the  bill. 

Paragraph  (4)  of  section  121(e)  of  the  bill  requires  the  Secretary 
of  the  Treasury  to  submit  annual  reports  to  the  Congress,  the  Sec- 
retary of  Health  and  Human  Services  and  the  Railroad  Retirement 
Board  showing  the  transfers  made  to  each  fund  during  the  year, 
the  methodology  used  in  determining  the  amounts  transferred  and 
the  anticipated  operation  of  this  subsection  during  the  next  5 
years. 

Technical  amendments 

Section  121(f)(1)  amends  section  85(a)  of  the  Code  to  provide  that 
Social  Security  benefits  be  excluded  from  adjusted  gross  income 
for  purposes  of  calculating  the  amount  of  unemployment  benefits 
to  be  included  in  taxable  income. 

Section  121(f)(2)  makes  a  conforming  amendment  to  subsection 
(B)  of  section  128(c)(3)  of  the  Code  (as  in  effect  for  taxable  years  be- 
ginning after  December  31,  1984),  concerning  depository  institution 
tax-exempt  savings  certificates. 

Paragraphs  (3)  and  (4)  of  section  121(f)  amend  the  tables  of  sec- 
tions for  part  II  of  subchapter  B  of  chapter  1  and  for  subpart  B  of 
part  III  of  subchapter  A  of  chapter  61  of  the  Code  to  take  account 
of  redesignated  and  new  sections. 

Effective  dates 

Paragraph  (1)  of  section  121(g)  provides  that,  except  as  provided 
in  paragraph  (2),  the  amendments  made  by  this  section  shall  apply 
to  benefits  received  after  December  31,  1983,  in  taxable  years 
ending  after  such  date. 

Paragraph  (2)  section  121(g)  provides  that  the  amendments  made 
by  this  section  shall  not  apply  to  any  portion  of  a  lump-sum  pay- 
ment of  Social  Security  benefits  received  after  December  31,  1983, 
if  the  generally  applicable  payment  date  for  such  portion  was 
before  January  1,  1984. 

Section  122.  Credit  for  the  elderly  and  the  permanently  and  totally 
disabled 

Section  122  of  the  bill  amends  section  37  of  the  Internal  Revenue 
Code  and  repeals  Code  section  105(d).  Section  122(a)  amends  section 
37  to  provide  an  income  tax  credit  for  the  elderly  and  permanently 
and  totally  disabled. 

Section  37(a)  provides  a  general  rule  that  a  qualified  individual 
shall  be  allowed  as  a  credit  against  the  tax  imposed  by  Chapter  1  of 
the  Internal  Revenue  Code  for  the  taxable  year  an  amount  equal  to 
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15  percent  of  the  individuars  ''section  37  amount"  (base  amount) 
for  the  taxable  year. 

Section  37(b)  defines  qualified  individual  to  mean  any  individual 
who  (1)  has  attained  age  65  before  the  close  of  the  taxable  year  or 
(2)  who  has  retired  on  disability  before  the  close  of  the  taxable  year 
and  who,  when  he  retired,  was  permanently  and  totally  disabled. 

Section  37(c)  provides  that  an  individual's  section  37  amount  will 
be  an  initial  amount  of  $5,000  in  the  case  of  a  single  individual  or  a 
joint  return  where  only  one  spouse  is  a  qualifed  individual,  $7,500 
in  the  case  of  a  joint  return  where  both  spouses  are  qualified  indi- 
viduals, or  $3,750  in  the  case  of  a  married  individual  filing  a  sepa- 
rate return.  In  the  case  of  a  qualified  individual  who  has  not 
reached  age  65  before  the  close  of  the  taxable  year,  the  initial 
amount  generally  cannot  exceed  the  disability  income  for  the  tax- 
able year.  The  limitation  to  disability  income  is  modified  in  the 
case  of  a  joint  return  where  both  spouses  are  qualified  individuals 
and  at  least  one  spouse  has  not  reached  age  65  at  the  close  of  the 
taxable  year.  If  both  spouses  have  not  reached  age  65  before  the 
close  of  the  taxable  year,  the  initial  amount  is  limited  to  the  sum 
of  both  spouses'  disability  income.  If  one  spouse  has  reached  age  65 
before  the  close  of  the  taxable  year,  the  initial  amount  is  limited  to 
$5,000  plus  the  disability  income  for  the  year  of  the  spouse  below 
age  65. 

Section  37(c)  defines  disability  income  to  mean  the  aggregate 
amount  includible  in  the  gross  income  of  the  individual  for  the  tax- 
able year  under  Code  sections  72  (annuities;  certain  proceeds  of  en- 
dowment and  life  insurance  contracts)  or  105(a)  (accident  and 
health  plan  amounts  attributable  to  employer  contributions)  to  the 
extent  such  amount  constitutes  wages  (or  payment  in  lieu  of  wages) 
for  the  period  during  which  the  individual  is  absent  from  work  on 
account  of  permanent  and  total  disability. 

Paragraph  (3)  of  section  37(c)  provides  for  reductions  in  the  ini- 
tial amount.  The  initial  amount  is  reduced  by  any  amounts  re- 
ceived as  a  pension  or  annuity  or  as  a  disability  benefit  under  Title 
II  of  the  Social  Security  Act,  under  the  Railroad  Retirement  Act  of 
1974,  or  otherwise  excluded  from  gross  income  (with  certain  excep- 
tions). No  reduction  in  the  initial  amount  is  made  for  any  amount 
excluded  from  gross  income  under  Code  sections  72  (relating  to  an- 
nuities), 101  (relating  to  life  insurance  proceeds),  104  (relating  to 
compensation  for  injuries  or  sickness),  105  (relating  to  amounts  re- 
ceived under  accident  and  health  plans),  120  (relating  to  amounts 
received  under  qualified  group  legal  services  plans),  402  (relating  to 
taxability  of  beneficiary  of  employees'  trust),  403  (relating  to  tax- 
ation of  employer  annuities),  or  405  (relating  to  qualified  bond  pur- 
chase plans).  For  purposes  of  the  reduction,  any  amount  treated  as 
a  social  security  benefit  under  Code  section  86(d)(3)  is  treated  as  a 
disability  benefit  received  under  Title  II  of  the  Social  Security  Act. 

Paragraph  (1)  of  section  37(d)  provides  that  the  section  37 
amount  is  reduced  by  one-half  of  the  taxpayer's  adjusted  gross 
income  in  excess  of  $7,500  in  the  case  of  a  single  individual,  $10,000 
in  the  case  of  a  joint  return,  or  $5,000  in  the  case  of  a  married  indi- 
vidual filing  a  separate  return. 
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Paragraph  (2)  of  section  37(d)  provides  that  the  amount  of  the 
credit  will  not  exceed  the  amount  of  tax  imposed  on  the  taxpayer 
under  Chapter  1. 

Paragraph  (1)  of  section  37(e)  requires  that  except  in  the  case  of  a 
husband  and  wife  who  live  apart  at  all  times  during  the  taxable 
year,  if  the  taxpayer  is  married  at  the  close  of  the  taxable  year,  the 
credit  is  allowed  only  if  the  taxpayer  and  spouse  file  a  joint  return 
for  the  taxable  year. 

Paragraph  (2)  of  section  37(e)  provides  that  marital  status  is  to  be 
determined  under  Code  section  143. 

Paragraph  (3)  of  section  37(e)  provides  that  an  individual  is  per- 
manently and  totally  disabled  if  he  is  unable  to  engage  in  any  sub- 
stantial gainful  activity  by  reason  of  any  medically  determinable 
physical  or  mental  impairment  which  can  be  expected  to  result  in 
death  or  which  has  lasted  or  can  be  expected  to  last  for  a  continu- 
ous period  of  not  less  than  12  months.  An  individual  shall  not  be 
considered  to  be  permanently  and  totally  disabled  unless  he  fur- 
nishes proof  of  the  existence  of  the  disability  in  such  form  and 
manner,  and  at  such  times,  as  the  Secretary  of  the  Treasury  may 
require. 

Section  37(f)  provides  that  no  tax  credit  for  the  elderly  and  the 
permanently  and  totally  disabled  will  be  allowed  to  any  nonresi- 
dent alien. 

Section  122(b)  of  the  bill  repeals  Code  section  105(d)  which  has 
provided  an  exclusion  for  certain  disability  income. 

Section  122(c)  of  the  bill  makes  conforming  amendments  to  the 
Internal  Revenue  Code  to  reflect  the  revisions  in  the  tax  credit  and 
repeal  of  the  disability  exclusion. 

Effective  dates 

Paragraph  (1)  of  section  122(d)  provides  that,  except  as  provided 
in  paragraph  (2),  the  amendments  made  by  this  section  shall  apply 
to  taxable  years  beginning  after  December  31,  1983. 

Paragraph  (2)  of  section  122(d)  provides  as  a  transitional  rule  that, 
if  an  individual's  annuity  starting  date  was  deferred  under  Inter- 
nal Revenue  Code  section  105(d)(6)  (as  in  effect  on  the  day  before 
the  date  of  the  enactment  of  this  section),  the  deferral  will  end  on 
the  first  day  of  the  individual's  first  taxable  year  beginning  after 
December  31,  1983. 

Section  123.  Acceleration  of  increases  in  FICA  taxes;  1984  employee 
tax  credit 

Section  123(a)  of  the  bill  amends  sections  3101(a)  and  3111(a)  of 
the  Internal  Revenue  Code  of  1954  to  provide  a  new  schedule  of  tax 
rates  for  employees  and  employers,  each,  for  purposes  of  old-age, 
survivors  and  disability  insurance  (OASDI). 

Under  present  law,  the  OASDI  tax  rate  schedule  for  employees 
and  employers,  each,  is  as  follows: 

Calendar  years:  Percent 


Under  the  bill,  the  tax  rates  for  employees  and  employers,  each, 
for  OASDI  are  as  follows: 


1984  

1985-1989  

1990  and  after 


5.4 
5.7 
6.2 
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Calendar  years: 


Percent 


1984-1987 
1988-1989 


5.70 
6.06 
6.20 


1990  and  after 


See  section  202  for  tax  rate  for  OASDI  for  calendar  years  afer 


Section  123(b)  of  the  bill  provides  a  credit  for  employees  against 
OASDI  and  Railroad  Retirement  Tier  1  employee  taxes  for  1984  of 
an  amount  equal  to  three-tenths  of  1  percent  of  the  individual's 
wages  for  1984. 

Section  123(bXl)  adds  a  new  section  to  the  Internal  Revenue 
Code,  designated  as  section  3510.  Subsection  (a)  of  such  new  section 
provides  a  general  rule  for  allowing  the  credit. 

The  new  subsection  3510(b)  provides  that  the  credit  provided 
shall  be  taken  into  account  in  determining  the  amount  of  tax  de- 
ducted from  the  employee's  wages. 

The  new  subsection  3510(c)  defines  '"wages"  to  mean  the  same  as 
provided  in  section  3121(a)  of  the  Internal  Revenue  Code. 

The  new  subsection  3510(d)  provides  that,  for  purposes  of  deter- 
mining amounts  equivalent  to  the  tax  imposed  by  section  3101(a)  of 
the  Internal  Revenue  Code  with  respect  to  remuneration  which  (1) 
is  covered  by  an  agreement  under  section  218  of  the  Social  Security 
Act  (relating  to  coverage  agreements  with  State  and  local  govern- 
ments) and  (2)  is  paid  during  1984,  the  credit  shall  be  taken  into 
account. 

The  new  subsection  3510(e)  provides  for  a  similar  credit  against 
railroad  retirement  employee  and  employer  representative  taxes. 

Paragraph  (1)  of  the  new  subsection  3510(e)  provides  for  allowing 
as  a  credit  against  the  taxes  imposed  by  section  3201(a)  and  3211(a) 
of  the  Internal  Revenue  Code  on  compensation  paid  during  1984 
and  subject  to  such  taxes  an  amount  equal  to  three-tenths  of  1  per- 
cent of  such  compensation. 

Paragraph  (2)  of  the  new  subsection  3510(e)  provides  that  the 
credit  shall  be  taken  into  account  in  determining  the  amount  of 
tax  deducted  from  the  employee's  wages. 

Paragraph  (3)  of  the  new  subsection  3510(e)  defines  "compensa- 
tion" to  mean  the  same  as  provided  in  section  3231(e)  of  the  Inter- 
nal Revenue  Code. 

The  new  subsection  3510(f)  provides  that  for  purposes  of  subsec- 
tion (c)  of  section  6413  of  the  Internal  Revenue  Code  (relating  to 
refunds  to  employees  of  excess  Social  Security  taxes  withheld),  in 
determining  the  amount  of  the  tax  imposed  by  section  3101  or  3201 
of  the  Internal  Revenue  Code,  any  such  credit  shall  be  taken  into 
account. 

Section  123(bX2)  of  the  bill  amends  the  table  of  contents  for  chap- 
ter 25  of  the  Internal  Revenue  Code  to  reflect  the  credit  provided. 

Section  123(bX3)  provides  that  the  amendments  made  by  section 
123(b)  shall  be  effective  with  respect  to  remuneration  paid  during 


Section  123(bX4)  provides  that,  for  purposes  of  section  218(h)  of 
the  Social  Security  Act  (relating  to  deposits  to  the  Social  Securit> 
trust  funds  under  voluntary  agreements  for  coverage  of  State  and 
local  government  employees),  amounts  allowed  as  a  credit  pursuant 
to  the  new  subsection  3510(d)  of  the  Internal  Revenue  Code  shall  be 


2014. 


1984. 
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treated  as  amounts  received  under  such  an  agreement.  Section 
123(b)(5)  provides  that,  for  purposes  of  subsection  (a)  of  section  15  of 
the  Railroad  Retirement  Act  of  1974  (relating  to  maintenance  of 
the  Railroad  Retirement  Account),  amounts  allowed  as  credit  pur- 
suant to  the  new  subsection  3510(e)  of  the  Internal  Revenue  Code 
shall  be  treated  as  amounts  covered  into  the  Treasury  under  sec- 
tion 3201(a)  (relating  to  taxes  withheld  from  wages)  of  the  Internal 
Revenue  Code. 

Section  124-  Taxes  of  self-employment  income;  1984  employee  equiva- 
lent tax  credit 

Section  124(a)  of  the  bill  amends  section  1401(a)  of  the  Internal 
Revenue  Code  of  1954  to  provide  a  new  schedule  of  tax  rates  for 
self-employment  income  for  purposes  of  old-age,  survivors  and  dis- 
ability insurance  (OASDI)  and  hospital  insurance  (HI). 

Under  present  law,  the  OASDI  tax  rate  schedule  for  the  self-em- 
ployed is  as  follows: 

Taxable  years  beginning  after:  Percent 

1981  (and  before  1985)   8.05 

1984  (and  before  1990)   8.55 

1989   9.30 

Under  the  bill,  the  tax  rate  on  self-employment  income  for 
OASDI  are  as  follows: 

Taxable  years  beginning  after:  Percent 

1983  (and  before  1988)   11.40 

1987  (and  before  1990)   12.12 

1989  (and  before  2015)   12.40 

See  section  202  for  tax  rate  for  OASDI  for  taxable  years  begin- 
ning after  2014. 

Section  124(a)  of  the  bill  also  amends  section  1401(b)  of  the  Inter- 
nal Revenue  Code  to  provide  a  new  schedule  of  tax  rates  for  self- 
employment  income  for  purposes  of  HI.  Under  present  law,  the  HI 
tax  rate  schedule  for  the  self-employed  is  as  follows: 

Taxable  years  beginning  after:  Percent 

1980  (and  before  1985)   1.30 

1984  (and  before  1986)   1.35 

1985   1.45 

Under  the  bill,  the  tax  rates  on  self-employment  income  for  HI 
are  as  follows: 

Taxable  years  beginning  after:  Percent 

1983  (and  before  1985)   2.60 

1984  (and  before  1986)   2.70 

1985   2.90 

Section  124(b)  of  the  bill  provides  for  inserting  a  new  subsection 
(c)  in  section  1401  of  the  Internal  Revenue  Code  (and  redesignating 
the  current  subsection  (c)  as  subsection  (d)).  The  new  subsection  (c) 
provides  certain  credits  against  the  taxes  imposed  by  section  1401 
of  the  Internal  Revenue  Code. 

Paragraph  (1)  of  the  new  section  1401(c)  provides  for  a  credit 
against  the  taxes  imposed  by  section  1401  for  any  taxable  year  in 
an  amount  equal  to  1.8  percent  (1.9  percent  in  the  case  of  taxable 
years  beginning  after  December  31,  1987)  of  the  self-employment 
income  for  the  individual  for  such  taxable  year. 
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Paragraph  (2)  of  the  new  section  1401(c)  provides  an  additional 
credit  against  the  taxes  imposed  by  section  1401  for  any  taxable 
year  beginning  during  1984  in  an  amount  equal  to  three-tenths  of  1 
percent  of  the  self-employment  income  of  the  individual  for  such 
taxable  year. 

Section  124(c)  of  the  bill  provides  that  the  amendments  made  by 
this  section  shall  apply  to  taxable  years  beginning  after  December 
31,  1983. 

Section  125.  Allocations  to  disability  insurance  trust  fund 

Section  125(a)  of  the  bill  amends  section  201(b)(1)  of  the  Social  Se- 
curity Act  which  deals  with  the  amount  to  be  allocated  and  appro- 
priated to  the  Federal  Disability  Insurance  Trust  Fund  each  year. 
Under  present  law,  the  amounts  so  allocated  and  appropriated 
with  respect  to  wages  paid  are  as  follows: 

Calendar  years:  Percent 

1982-84   1.65 

1985-89   1.90 

1990  and  after   2.20 

Under  the  amended  section  201(b)(1),  the  amount  so  allocated 
and  appropriated  will  be  as  follov/s: 

Calendar  years:  Percent 

1983   1.30 

1984   0.50 

1985-89   1.00 

1990  and  after   1.20 

Section  125(b)  of  the  bill  amends  section  201(b)(2)  of  the  Act, 
which  deals  with  the  amount  to  be  allocated  and  appropriated  to 
the  Federal  Disability  Insurance  Trust  Fund  each  year  with  re- 
spect to  self-employment  income.  Under  present  law,  the  amounts 
so  allocated  and  appropriated  with  respect  to  any  self-employment 
income  reported  for  a  taxable  year  are  as  follows: 

Taxable  years  beginning  after:  Percent 

1982  (and  before  1985)   1.2375 

1984  (and  before  1990)   1.4250 

1989   1.6500 

Under  the  amended  section  201(b)(2),  the  amounts  so  allocated 
and  appropriated  will  be  as  follows: 

Taxable  years  beginning  after:  Percent 


Section  131.  Benefits  for  surviving  divorced  spouses  and  disabled 
widows  and  widowers  who  remarry 

Section  131  of  the  bill  provides  that  for  purposes  of  determining 
an  individual's  entitlement  to  survivors  benefits  under  title  II  of 
the  Social  Security  Act,  the  marriage  of  a  disabled  widow(er)  and  a 
divorced  disabled  widow(er)  after  attaining  age  50,  and  the  mar- 
riage of  a  divorced  widow(er)  after  attaining  age  60,  shall  be 
deemed  not  to  have  occurred. 

Section  131(a)  amends  section  202(e)  of  the  Social  Security  Act 
(and  cross-references  thereto)  to  provide  that  the  marriage  of  (A)  a 


1981  (and  before  1983). 

1982  (and  before  1984). 
1982  (and  before  1990), 
1989  


1.2375 
0.9375 
1.0000 
1.2000 
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disabled  widow  or  a  disabled  surviving  divorced  wife  after  attaining 
age  50  or  (B)  a  widow  or  surviving  divorced  wife  after  attaining  age 
60  (or  after  attaining  age  50  if,  before  the  marriage,  she  was  enti- 
tled to  benefits  as  a  disabled  widow  or  disabled  surviving  divorced 
wife),  shall  be  deemed  not  to  have  occurred. 

Section  131(b)  of  the  bill  amends  section  202(f)  of  the  Social  Secu- 
rity Act  (and  cross-references  thereto)  to  provide  that  the  marriage 
of  (A)  a  disabled  widower  after  attaining  age  50  or  (B)  a  widower 
after  attaining  age  60  (or  after  attaining  age  50  if,  before  the  mar- 
riage, he  was  entitled  to  benefits  as  a  disabled  widower),  shall  be 
deemed  not  to  have  occurred. 

Section  131(c)  of  the  bill  amends  section  202(s)  of  the  Social  Secu- 
rity Act  to  delete  the  provision  therein  for  deeming  not  to  have  oc- 
curred the  marriage  of  a  disabled  widower,  disabled  widow  or  dis- 
abled surviving  divorced  wife  to  an  individual  entitled  to  child's  in- 
surance benefits. 

Section  131(d)  of  the  bill  provides  that  the  amendments  made  by 
this  section  shall  be  effective  with  respect  to  monthly  benefits  pay- 
able for  months  after  December  1983,  except  that  benefits  shall  not 
be  paid  to  an  individual  not  entitled  to  such  benefits  for  December 
1983  unless  proper  application  therefor  is  made. 

Section  132.  Entitlement  to  divorced  spouse^s  benefits  before  entitle- 
ment of  insured  individual  to  benefits;  exemption  of  divorced 
spouse 's  benefits  from  deduction  on  account  of  work 

Section  132  of  the  bill  amends  sections  202  and  203  of  the  Social 
Security  Act  to  provide  spouse's  benefits  for  a  divorced  spouse  of  an 
insured  individual  without  regard  to  whether  the  individual  is  enti- 
tled to  old-age  benefits  and  to  exempt  a  divorced  spouse  from  the 
operation  of  the  earnings  test  as  it  applies  to  persons  entitled  to 
benefits  on  the  earnings  record  of  the  insured  individual. 

Section  132(a)  of  the  bill  amends  section  202(b)  of  the  Act,  which 
provides  benefits  for  the  wife  of  an  old-age  beneficiary  to  add  a  new 
paragraph  (5),  which  provides  for  the  entitlement  to,  and  termina- 
tion of,  benefits  for  a  divorced  wife  of  an  individual  who  is  not  enti- 
tled to  old-age  benefits. 

The  new  subparagraph  (5)(A)  provides  that  a  divorced  wife  of  a 
fully  insured  individual  aged  62  or  over  who  is  not  entitled  to  old- 
age  benefits  will  become  entitled  to  wife's  insurance  benefits  if  the 
divorced  wife  meets  the  requirements  set  forth  in  paragraph  (1)  for 
entitlement  to  benefits  as  a  divorced  wife  and  the  divorce  from  the 
former  husband  has  been  in  effect  for  at  least  2  years.  Subpara- 
graph (5)(A)  also  provides  that  the  amount  of  the  benefit  payable  to 
a  divorced  wife  entitled  to  benefits  under  this  paragraph  will  be 
based  on  a  primary  insurance  amount  established  for  the  insured 
nonentitled  individual  as  of  the  date  the  divorced  wife  first  be- 
comes entitled  to  benefits. 

The  new  subparagraph  (5)(B)  provides  that,  in  addition  to  the  ter- 
mination events  specified  for  a  divorced  wife  in  paragraph  (1), 
wife's  benefits  payable  to  a  divorced  wife  under  this  paragraph  will 
terminate  with  the  month  before  the  first  month  in  which  the  in- 
sured individual  is  no  longer  fully  insured. 

Section  132(b)  of  the  bill  amends  sections  203(b)  and  203(d)  of  the 
Act,  which  provide  for  deductions  on  account  of  work  in  the  United 
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States  and  outside  the  United  States,  respectively,  to  provide  that 
deductions  because  of  the  excess  earnings  of  an  individual  shall  not 
be  made  from  the  monthly  benefits  of  a  divorced  spouse  entitled  to 
benefits  on  that  individual's  earnings  record  and  that  for  purposes 
of  determining  deductions  on  account  of  such  individual's  excess 
earnings,  the  benefits  of  all  other  persons  entitled  to  benefits  on 
that  individual's  earnings  record  will  be  determined  as  if  the  di- 
vorced spouse  were  not  entitled  to  wife's  or  husband's  benefits  on 
that  wage  record.  Section  132(b)  of  the  bill  also  amends  section 
203(f)  of  the  Act,  which  specifies  to  which  months  deductions  on  ac- 
count of  excess  earnings  are  to  be  charged,  to  exclude  divorced 
spouses  entitled  to  benefits  on  the  wages  of  an  entitled  individual 
or  nonentitled  insured  individual. 

Section  132(c)  of  the  bill  provides  that  subsection  (a)  will  apply 
with  respect  to  monthly  benefits  payable  for  months  after  Decem- 
ber 1984  on  the  basis  of  applications  filed  on  or  after  January  1, 
1985,  and  subsection  (b)  will  apply  with  respect  to  monthly  benefits 
for  months  after  December  1984. 

Section  133.  Indexing  of  deferred  surviving  spouse's  benefits  to 
recent  wage  levels 

Section  133  of  the  the  bill  amends  section  202  (e)  and  (f)  of  the 
Social  Security  Act,  which  provide  benefits  for  aged  and  disabled 
v/idows  and  widowers,  respectively.  The  bill  provides  that  in  com- 
puting benefits  for  a  surviving  spouse  of  a  worker  who  dies  before 
reaching  age  62,  the  worker's  earnings  will  be  indexed  based  on  the 
year  the  surviving  spouse  becomes  eligible  for  benefits  if  this  re- 
sults in  a  higher  benefit  than  the  current  method  of  indexing  the 
earnings  based  on  the  year  the  worker  died. 

Section  133(a)(1)  of  the  the  bill  amends  section  202(e)(2)  of  the  Act 
by  striking  out  the  first  sentence  of  subparagraph  (A)  and  by  redes- 
ignating the  balance  of  that  subparagraph  as  subparagraph  (C)  and 
by  redesignating  subparagraph  (B)  as  subparagraph  (D). 

Section  133(a)(1)  of  the  the  bill  further  amends  section  202(e)(2) 
by  adding  a  new  subparagraph  (A),  which  provides  that  except 
where  a  reduction  for  age  applies  under  subsection  (q),  an  offset  be- 
cause of  the  receipt  of  a  governmental  pension  based  on  work  not 
covered  by  Social  Security  applies  under  paragraph  (8)  of  this  sub- 
section, or  the  limit  specified  in  redesignated  subparagraph  (D)  of 
this  subsection  applies,  a  monthly  widow's  insurance  benefit  will  be 
equal  to  the  deceased  worker's  primary  insurance  amount  (PIA)  as 
determined  for  purposes  of  this  subsection  after  application  of  sub- 
paragraphs (B)  and  (C). 

Section  133(a)(1)  of  the  the  bill  further  amends  section  202(e)(2)  of 
the  Act  by  adding  a  new  subparagraph  (B).  Clause  (i)  of  new  sub- 
paragraph (B)  provides  that: 

(1)  in  computing  a  PIA  for  purposes  of  determining  a  benefit  for 
a  widow,  disabled  widow,  surviving  divorced  wife,  or  a  disabled  sur- 
viving divorced  wife  in  the  case  of  a  worker  who  died  before  reach- 
ing age  62  and  whose  PIA  would  be  computed  under  section  215  as 
in  effect  after  December  1978  using  indexed  earnings,  the  formula 
to  be  applied  to  the  average  indexed  monthly  earnings  (AIME)  will 
be  the  formula  that  is  applicable  to  workers  who  initially  become 
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eligible  for  old-age  benefits  in  the  second  year  following  the  substi- 
tute year  determined  under  clause  (ii)  of  this  new  subparagraph; 

(2)  the  substitute  year  determined  under  clause  (ii)  of  this  sub- 
paragraph will  be  used  as  the  indexing  point  when  the  deceased 
worker's  AIME  is  determined  under  section  215(b);  and 

(3)  the  PIA  will  be  increased  by  cost-of-living  adjustments  under 
section  215(i)  beginning  with  the  second  year  after  the  substitute 
year  determined  under  clause  (ii)  of  this  subparagraph. 

Clause  (ii)  of  new  subparagraph  (B)  provides  that  the  substitute 
year  will  be  the  earlier  of  the  year  the  deceased  worker  attained 
age  60,  or  would  have  attained  age  60  had  he  lived  to  that  age,  the 
year  the  survivor  becomes  eligible  for  aged  widow's  benefits  (or  the 
year  the  survivor  becomes  eligible  for  disabled  widow's  benefits), 
but  in  no  case  earlier  than  the  second  year  before  the  year  the 
worker  dies. 

Clause  (iii)  of  the  new  subparagraph  (B)  provides  that  this  new 
computation  applies  only  when  it  results  in  a  PIA  that  is  higher 
than  the  PIA  for  the  deceased  individual  that  is  computed  under 
the  regular  computation  procedures  in  section  215. 

Section  133(a)(2)  of  the  bill  further  amends  section  202(e)(1)  to 
allow  the  PIA's  referred  to  in  subparagraphs  (B)  and  (C)  to  also  be 
considered  for  purposes  of  determining  entitlement  to,  or  termina- 
tion of,  widow's  insurance  benefits. 

Section  133(b)(1)  of  the  bill  amends  section  202(f)(3)  of  the  Act  by 
striking  out  the  first  sentence  of  subparagraph  (A)  and  by  redes- 
ignating the  balance  of  that  subparagraph  as  subparagraph  (C)  and 
by  redesignating  subparagraph  (B)  as  subparagraph  (D). 

Section  133(b)(1)  of  the  bill  further  amends  section  202(f)(3)  by 
adding  a  new  subparagraph  (A),  which  provides  that  except  where 
a  reduction  for  age  applies  under  subsection  (q),  an  offset  because 
of  the  receipt  of  a  governmental  pension  based  on  work  not  covered 
by  Social  Security  applies  under  paragraph  (2)  of  this  subsection,  or 
the  limit  specified  in  redesignated  subparagraph  (D)  of  this  subsec- 
tion applies,  a  monthly  widower's  insurance  benefit  will  be  equal  to 
the  deceased  worker's  PIA  as  determined  for  purposes  of  this  sub- 
section after  application  of  subparagraphs  (B)  and  (C). 

Section  133(b)(1)  of  the  bill  further  amends  section  202(f)(3)  of  the 
Act  by  adding  a  new  subparagraph  (B).  Clause  (i)  of  new  subpara- 
graph (B)  provides  that: 

(1)  in  computing  a  PIA  for  purposes  of  determining  a  benefit  for 
a  widower  or  disabled  widower  in  the  case  of  a  worker  who  died 
before  reaching  age  62  and  whose  PIA  would  be  computed  under 
section  215  as  in  effect  after  December  1978  using  indexed  earn- 
ings, the  formula  to  be  applied  to  the  average  indexed  monthly 
earnings  (AIME)  will  be  the  formula  that  is  applicable  to  workers 
who  initially  become  eligible  for  old-age  benefits  in  the  second  year 
following  the  substitute  year  determined  under  clause  (ii)  of  this 
new  subparagraph; 

(2)  the  substitute  year  determined  under  clause  (ii)  of  this  sub- 
paragraph will  be  used  as  the  indexing  point  when  the  deceased 
worker's  AIME  is  determined  under  section  215(b);  and 

(3)  the  PIA  will  be  increased  by  cost-of-living  adjustments  under 
section  215(i)  beginning  with  the  second  year  after  the  substitute 
year  determined  under  clause  (ii)  of  this  subparagraph. 
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Clause  (ii)  of  new  subparagraph  (B)  provides  that  the  substitute 
year  will  be  the  earlier  of  the  year  the  deceased  worker  attained 
age  60,  or  would  have  attained  age  60  has  she  lived  to  that  age,  the 
year  the  survivor  becomes  eligible  for  aged  widower's  benefits  (or 
the  year  the  survivor  becomes  eligible  for  disabled  widower's  bene- 
fits), but  in  no  case  earlier  than  the  second  year  before  the  year  the 
worker  dies. 

Clause  (iii)  of  the  new  subparagraph  (B)  provides  that  this  new 
computation  applies  only  when  it  results  in  a  PIA  that  is  higher 
than  the  PIA  for  the  deceased  individual  that  is  computed  under 
the  regular  computation  procedures  in  section  215. 

Section  133(b)(2)  of  the  bill  further  amends  section  202(f)(1)  to 
allow  the  PIA's  referred  to  in  subparagraphs  (B)  and  (C)  to  also  be 
considered  for  purposes  of  determining  entitlement  to,  or  termina- 
tion of,  widower's  insurance  benefits. 

Section  133(c)  of  the  bill  provides  that  the  amendments  made  by 
this  section  apply  with  respect  to  benefits  for  persons  becoming 
newly  eligible  for  surviving  spouse's  benefits  after  December  1984. 

Section  1S4.  Limitation  on  benefit  reduction  for  early  retirement  in 
case  of  disabled  widows  and  widowers 

Section  134  of  the  bill  raises  benefits  for  disabled  widow(er)s  enti- 
tled before  age  60  to  the  level  payable  to  widow(er)s  who  become 
entitled  at  age  60,  that  is,  71.5  percent  of  the  worker's  primary  in- 
surance amount.  (Under  present  law,  the  benefits  for  disabled 
widow(er)s  entitled  before  age  60  are  as  low  as  50  percent  of  the 
worker's  primary  insurance  amount  where  entitlement  to  such 
benefits  begins  at  age  50.) 

Section  134(a)(1)  of  the  bill  amends  section  202(q)(l)  of  the  Social 
Security  Act  by  repealing  the  matter  following  subparagraph 
(B)(ii),  and  subparagraphs  (B)  and  (C)  to  eliminate  the  reduction 
now  made  in  disabled  widow(er)'s  benefits  for  months  the  widow(er) 
is  under  age  60.  The  matter  that  is  repealed  specified  the  factor 
used  in  the  reduction  of  benefits  for  disabled  widow(er)s  and  the 
number  of  months  for  which  the  reduction  applied  when  the  initial 
month  of  entitlement  is  a  month  prior  to  age  60. 

Section  134(a)(2)(A)  of  the  bill  restates  section  202(q)(6)  of  the  Act 
to  delete  section  202(q)(6)(B)  that  defines  the  ''additional  reduction 
period"  for  disabled  widow(er)'s  benefits.  The  period  began  with  the 
first  month  of  entitlement  or  age  50,  whichever  is  later,  and  ended 
at  age  60.  The  remaining  portion  of  202(q)(6)  is  restated  and  redes- 
ignated. 

Sections  134  (a)(2)(B)  and  (a)(2)(C)  of  the  bill  contain  conforming 
changes  to  section  202(q)  of  the  Act  to  delete  references  to  the  re- 
pealed section  202(q)(6)(B). 

Section  134(a)(3)  of  the  bill  amends  section  202(q)(7)  of  the  Act  to 
delete  language  pertaining  to  the  ''additional  adjusted  reduction 
period",  applicable  in  cases  where  entitlement  to  widow(er)'s  insur- 
ance benefits  begins  prior  to  age  60. 

Section  134(a)(4)  of  the  bill  amends  section  202(q)(10)  of  the  Act  to 
delete  references  that  pertain  to  the  "additional  adjusted  reduction 
period". 

Section  134(b)  of  the  bill  amends  section  202(m)(2)(B)  of  the  Act 
(as  applicable  after  enactment  of  P.L.  123)  by  making  a  conforming 
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change  to  refer  to  the  new  section  202(q)(6)(B).  (Section  202(m)  pro- 
vides a  minimum  benefit  for  certain  sole  survivors.) 

Section  134(c)  of  the  bill  makes  the  provision  applicable  to  bene- 
fits payable  to  widow(er)s  effective  for  months  after  December  1983. 

Section  11^1.  Normalized  crediting  of  social  security  taxes  to  trust 
funds 

Section  141  amends  section  201(a)  of  the  Social  Security  Act, 
which  deals  with  transfer  of  Social  Security  tax  income  from  the 
general  fund  of  the  Treasury  to  the  trust  funds,  to  provide  for 
transferring  total  estimated  Social  Security  tax  receipts  for  each 
month  from  the  general  fund  of  the  Treasury  to  the  Social  Security 
trust  funds  on  the  first  day  of  the  month.  Under  present  law. 
Social  Security  taxes  are  transferred  daily  throughout  the  month 
on  the  basis  of  estimated  tax  receipts. 

Sections  141(a)(1)  (A)  and  (B)  amend  section  201(a)  of  the  Social 
Security  Act  to  provide  for  such  transfers  of  Social  Security  taxes 
from  the  general  fund  to  the  Federal  Old-Age  and  Survivors  Insur- 
ance and  Federal  Disability  Insurance  Trust  Funds. 

Paragraph  (2)  of  section  141(a)  of  the  bill  provides  that  all 
amounts  transferred  to  either  Trust  Fund  under  the  amended  sec- 
tion 201(a)  shall  be  invested  by  the  Managing  Trustee  of  the  Trust 
Fund  in  the  same  manner  and  to  the  same  extent  as  the  other 
assets  of  such  Trust  Fund.  Further,  such  Trust  Fund  shall  pay  in- 
terest to  the  general  fund  of  the  Treasury  on  the  amount  trans- 
ferred on  the  first  day  of  the  month  at  a  rate  (calculated  on  a  daily 
basis,  and  applied  against  the  difference  between  the  amount  so 
transferred  on  such  first  day  and  the  amount  which  would  have 
been  transferred  to  the  Trust  Fund  up  to  that  day  under  the  proce- 
dures in  effect  on  January  1,  1983)  equal  to  the  rate  earned  by  the 
investments  of  such  Fund  in  the  same  month  under  section  202(d). 

Sections  141(b)  (1)  and  (2)  amend  section  1817(a)  of  the  Social  Se- 
curity Act  to  make  comparable  changes  with  respect  to  the  trans- 
fer of  taxes  (including  interest  thereon)  to  the  Federal  Hospital  In- 
surance Trust  Fund. 

Section  141(c)  provides  that  the  amendments  made  by  section  141 
shall  become  effective  on  the  first  day  of  the  month  following  the 
month  of  enactment. 

Section  lJf2.  Interfund  borrowing  extension 

Section  142  of  the  bill  provides  for  authorization  of  interfund  bor- 
rowing among  the  Social  Security  trust  funds  for  calendar  years 
1983-1987,  with  provision  for  repayment  of  the  principal  and  inter- 
est of  all  such  loans. 

Section  142(a)  amends  sections  201(1)  and  1817(j)  of  the  Secial  Se- 
curity Act  to  reauthorize  interfund  borrowing  among  the  Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund,  the  Federal  Disabil- 
ity Insurance  Trust  Fund  and  the  Federal  Hospital  Insurance 
Trust  Fund  for  1983-1987.  Prior  authority  for  such  borrowing  ex- 
pired at  the  end  of  1982. 

Section  142(b)  further  amends  sections  201(1)  and  1817(j)  to  pro- 
vide for  repayment  of  all  sums  borrowed  under  this  and  previous 
authorities  at  the  earliest  feasible  date  and  in  any  event  no  later 
than  December  31,  1989. 
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Section  14S.  Recommendations  by  boards  of  trustees  to  alleviate  in- 
adequate balances  in  the  social  security  trust  funds 

Section  143  adds  a  new  section  709  to  title  VII  of  the  Social  Secu- 
rity Act  providing  for  recommendations  by  the  Boards  of  Trustees 
of  the  Social  Security  Trust  Funds  to  the  Congress  to  alleviate  in- 
adequate balances  in  the  trust  funds. 

The  new  section  709  provides  that  if  the  Board(s)  of  Trustees  of 
the  Federal  Old-Age  and  Survivors  Insurance  and  Federal  Disabil- 
ity Insurance  Trust  Funds,  the  Federal  Hospital  Insurance  Trust 
Fund  or  the  Federal  Supplementary  Medical  Insurance  Trust  Fund 
determine  at  any  time  that  the  balance  of  such  Trust  Fund  may 
become  inadequate  to  assure  the  timely  payment  of  benefits  from 
such  Trust  Fund,  the  Board(s)  shall  promptly  submit  to  each  House 
of  the  Congress  a  report  setting  forth  the  Board's  recommendations 
for  statutory  adjustments  affecting  the  receipts  and  disbursements 
to  and  from  such  Trust  Fund  necessary  to  alleviate  such  inadequa- 
cy, with  due  regard  to  the  economic  conditions  which  created  such 
inadequacy  and  the  amount  of  time  necessary  to  alleviate  such  in- 
adequacy in  a  prudent  manner. 

Section  151.  Financing  of  noncontributory  military  wage  credits 

Section  151(a)  of  the  bill  provides  for  a  lump  sum  reimbursement 
of  the  Social  Security  trust  funds  by  the  general  fund  of  the  Treas- 
ury for  the  cost  of  past  and  future  Social  Security  benefits  attribut- 
able to  noncontributory  Social  Security  wage  credits  for  military 
service  provided  under  section  217  of  the  Social  Security  Act  for 
the  period  on  or  after  September  16,  1940  to  December  31,  1956. 

Section  151(a)  of  the  bill  replaces  section  217(g)  of  the  Act  with  a 
new  section  217(g).  (Under  the  present  section  217(g),  the  Social  Se- 
curity trust  funds  are  reimbursed  by  Treasury  annually,  based  on 
an  amortization  schedule,  for  the  cost  of  additional  Social  Security 
benefits  attributable  to  noncontributory  wage  credits  for  military 
service  for  the  period  from  September  16,  1940  to  December  31, 
1956). 

The  new  section  217(g)(1)  provides  that  within  30  days  after  en- 
actment, the  Secretary  shall  determine  the  amount  equivalent  to 
the  actuarial  present  value  of  all  past  and  future  OASDHI  benefits 
and  the  associated  administrative  costs  (less  reimbursement  previ- 
ously made  under  subsection  (g)  as  in  effect  prior  to  enactment)  at- 
tributable to  the  noncontributory  wage  credits  granted  as  a  result 
of  section  217  of  the  Act. 

The  new  section  217(g)(1)  further  provides  that  in  determining 
such  actuarial  present  value,  the  Secretary  consider  the  relevant 
assumptions  adopted  by  the  Board  of  Trustees  in  their  1983  report. 
The  new  section  217(g)(1)  also  requires  the  Secretary  of  the  Treas- 
ury to  transfer  to  the  OASDHI  trust  funds  within  30  days  after  en- 
actment the  amount  as  determined  by  the  Secretary  under  this 
new  section. 

The  new  section  217(g)(2)  provides  that  the  Secretary  would 
revise  the  amount  of  the  lump  sum  determined  under  paragraph 
(1)  in  1985  and  every  fifth  year  thereafter  in  order  to  make  any 
necessary  adjustments  to  the  prior  determinations  based  on  the 
actual  costs  of  benefits  based  on  credits  granted  under  section  217 
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and  to  take  into  account  the  relevant  assumptions  adopted  by  the 
Board  of  Trustees  for  the  year  in  which  the  redetermination  is 
made.  Within  30  days  after  such  a  revision,  the  Secretary  of  the 
Treasury  is  required  (to  the  extent  provided  in  advance  by  appro- 
priation acts)  to  transfer  from  the  general  fund  to  the  OASDHI 
trust  funds  amounts  equal  to  any  underpayments  as  determined  by 
the  Secretary  plus  amounts  equal  to  the  administrative  expenses 
necessary  to  carry  out  the  provisions.  The  trust  funds  would  reim- 
burse the  general  funds  for  any  overpayments. 

Section  151(b)  of  the  bill  provides  for  annual  reimbursement  of 
the  Social  Security  trust  funds  by  the  general  fund  of  the  Treasury 
of  an  amount  equal  to  the  value  of  Social  Security  employer  and 
employee  taxes  which  would  have  been  paid  on  the  deemed  mili- 
tary wage  credits  provided  under  section  229  of  the  Act  after  1982 
if  such  credits  were  wages  covered  under  Social  Security.  (The 
amount  equal  to  the  value  of  Social  Security  employer  and  employ- 
ee taxes  for  such  credits  before  1983  would  be  reimbursed  in  a 
lump  sum  payable  30  days  after  enactment.) 

Section  151(b)(1)  of  the  bill  replaces  section  229(b)  of  the  Act  with 
a  new  section  229(b).  (Under  the  present  section  229(b)  the  Social 
Security  trust  funds  are  reimbursed  annually  by  Treasury,  based 
on  an  amortization  schedule,  for  the  cost  of  additional  Social  Secu- 
rity benefits  attributable  to  the  deemed  wage  credits  for  military 
service  for  the  period  after  1956.) 

The  new  section  229(b)  authorizes  annual  appropriations  on  July 
1  from  the  general  fund  of  the  Treasury  to  the  OASDHI  trust 
funds  of  an  amount,  as  determined  by  the  Secretary,  equal  to  the 
value  of  the  OASDHI  employer  and  employee  taxes  which  would 
have  been  imposed  if  the  deemed  wage  credits  provided  under  sec- 
tion 229(a)  had  been  remuneration  for  employment  as  defined  in 
3121(b)  of  the  Internal  Revenue  Code.  The  amounts  authorized  to 
be  appropriated  under  section  229(b)  shall  be  based  on  estimates  of 
the  Secretary  as  to  the  military  wages  deemed  to  be  paid  for  the 
year  under  229(a),  and  such  amounts  shall  be  adjusted  to  the 
extent  that  prior  estimates  were  in  excess  of  or  less  than  actual 
deemed  military  wages. 

Section  151(b)(2)  of  the  bill  provides  that  section  151(b)(1)  of  the 
bill  shall  apply  with  respect  to  military  wages  deemed  to  have  been 
paid  for  calendar  years  after  1982. 

Section  151(b)(3)(A)  of  the  bill  requires  the  Secretary  of  Health 
and  Human  Services  to  determine  within  30  days  after  enactment 
the  additional  amounts  which  would  have  been  appropriated  to  the 
trust  funds  if  OASDHI  employer  and  employee  taxes  had  been  im- 
posed on  the  military  wages  deemed  to  have  been  paid  under  sec- 
tion 229(a)  for  periods  before  1983,  if  those  deemed  wages  had  been 
remuneration  for  periods  before  1983,  if  those  deemed  wages  had 
been  remuneration  for  employment  as  defined  in  section  3121(b)  of 
the  Code,  plus  the  interest  which  would  have  been  earned  by  the 
trust  funds  if  such  taxes  had  been  paid  for  those  deemed  wages. 

Section  151(b)(3)(B)(i)  of  the  bill  requires  the  Secretary  of  the 
Treasury  within  30  days  after  enactment  to  transfer  to  the 
OASDHI  trust  funds  an  amount  equal  to  the  amount  determined 
under  section  151(b)(3)(A)  of  the  bill,  less  any  reimbursement  made 
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prior  to  enactment  with  respect  to  such  military  wages  deemed  to 
have  paid  before  1983. 

Section  151(b)(3)(B)(ii)  of  the  bill  provides  that  the  Secretary  of 
Health  and  Human  Services  shall  revise  the  amount  determined 
under  section  151(b)(3)(B)(i)  of  the  bill  within  1  year  after  the  date 
of  the  transfer  based  on  the  actual  amount  of  additional  deemed 
wages  credited  under  section  229(a)  for  periods  prior  to  1983.  The 
bill  requires  the  Secretary  of  the  Treasury  within  30  days  after  any 
such  revision  to  transfer  to  the  trust  funds,  or  from  the  trust  funds 
to  the  general  fund  of  the  Treasury,  the  amounts  the  Secretary  cer- 
tifies as  necessary  to  compensate  for  the  revision. 

Section  152.  Accounting  for  certain  unnegotiated  checks  for  benefits 
under  the  social  security  program 

Section  152  of  the  bill  provides  for  transferring  amounts  repre- 
senting unnegotiated  checks  for  benefits  under  title  II  of  the  Social 
Security  Act  from  the  general  fund  of  the  Treasury  to  the  Social 
Security  trust  funds. 

Section  152(a)  amends  section  201  of  the  Social  Security  Act  (as 
amended  by  section  143  of  the  bill)  to  provide  that  the  Secretary  of 
the  Treasury  (1)  shall  implement  procedures  to  permit  the  identifi- 
cation of  old-age  and  survivors  insurance  and  disability  insurance 
benefit  checks  not  presented  for  payment  by  the  close  of  the  sixth 
month  after  the  month  they  were  issued;  (2)  shall  credit  the  Feder- 
al Old-Age  and  Survivors  Insurance  Trust  Fund  and  the  Federal 
Disability  Insurance  Trust  Fund  for  all  benefit  checks  (including 
interest  thereon)  drawn  from  such  trust  funds  that  are  not  present- 
ed for  payment  before  the  close  of  such  sixth  month  and  that  have 
not  previously  been  credited;  (3)  shall  pay  benefit  checks  presented 
for  payment  after  the  close  of  such  sixth  month  and  recharge  the 
appropriate  trust  fund  accordingly;  and  (4)  may,  if  the  Secretary 
determines  it  to  be  necessary  to  effect  proper  payment,  cancel  any 
unnegotiated  original  benefit  check  and  issue  a  current  benefit 
check  in  lieu  thereof. 

Section  152(b)  provides  that  the  amendments  made  by  section 
152(a)  shall  apply  to  all  title  II  benefit  checks  issued  on  or  after  the 
first  day  of  the  24th  month  after  the  month  of  enactment. 

Section  152(c)  provides  interim  procedures  for  determining  the 
amounts  of  and  crediting  unnegotiated  checks  pending  implemen- 
tation of  the  provisions  of  section  152(a)  and  defines  unnegotiated 
checks  under  the  interim  procedures. 

Paragraph  (1)  of  the  new  section  152(c)  provides  for  monthly 
transfers  from  the  general  fund  of  the  Treasury  to  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund  and  the  Federal  Disabil- 
ity Insurance  Trust  Fund  of  amounts  determined  by  the  Secretary 
of  the  Treasury  and  the  Secretary  of  Health  and  Human  Services 
to  be  unnegotiated  checks,  including  interest  thereon.  Transfers 
under  paragraph  (1)  shall  occur  in  the  month  following  the  month 
of  enactment  and  in  each  of  the  succeeding  30  months,  after  which 
the  provisions  of  section  201  of  the  Social  Security  Act  as  amended 
by  this  section  shall  become  effective. 

Paragraph  (2)  of  the  new  section  152(c)  provides  that,  for  pur- 
poses of  paragraph  (1),  the  term  "unnegotiated  benefit  checks'* 
means  title  II  benefit  checks  issued  prior  to  the  24th  month  after 
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enactment  that  remain  unnegotiated  more  than  6  months  after  the 
month  of  issuance  and  that  have  not  perviously  been  credited  to 
the  Trust  Fund  on  which  they  were  drawn. 

B.  Additional  Provisions  Relating  to  Long-Term  Financing  of  the 
Social  Security  System  (Title  II) 

1.  General  Discussion 

The  long-term  deficit  in  social  security  financing  is  the  result  of 
increased  numbers  of  retirees  in  the  next  century  as  the  baby-boom 
generation  retires,  of  the  wage-indexed  benefit  structure  that  guar- 
antees to  future  retirees  increased  real  benefits  that  will  reflect 
general  increases  in  the  standard-of-living  over  their  working  ca- 
reers and  of  inadequate  long-term  funding  provided  in  previous 
congressional  actions. 

The  National  Commission  on  Social  Security  Reform  estimated 
that  the  long-range  actuarial  deficit  of  the  OASDI  Trust  Funds 
over  the  75-year  valuation  period  from  1982-2056  would  be  1.80 
percent  of  taxable  payroll.  They  estimated  that  enactment  of  the 
provisions  in  their  ''consensus"  package  would  reduce  this  deficit  to 
0.58  percent  of  taxable  payroll.  While  the  Commission  members 
who  voted  in  favor  of  the  ''consensus"  package  agreed  that  the 
long-range  deficit  should  be  reduced  to  approximately  zero,  they 
were  unable  to  agree  on  a  specific  recommendation.  Some  members 
favored  a  proposal  to  gradually  increase  the  normal  retirement  age 
in  the  next  century  and  others  supported  an  increase  in  the  contri- 
bution rates  in  2010. 

According  to  the  latest  estimates  by  the  Social  Security  Adminis- 
tration's Office  of  the  Actuary  (using  the  anticipated  intermediate 
II-B  assumptions  of  the  1983  Trustees  Report)  the  long-range  actu- 
arial deficit  of  the  OASDI  Trust  Funds  over  the  period  1983-2057  is 
projected  to  be  2.09  percent  of  taxable  payroll.  Your  Committee's 
bill,  exclusive  of  Title  II,  would  reduce  this  deficit  to  0.68  percent  of 
taxable  payroll. 

Your  Committee's  bill  would  eliminate  the  remaining  long-range 
deficit  through  a  combination  of  an  increase  in  OASDI  taxes  and  a 
gradual  change  in  the  benefit  formula  to  slow  down  the  future 
growth  in  real  social  security  benefits.  The  increases  in  real  bene- 
fits graranteed  by  the  current  benefit  formula  can  be  moderated 
without  reducing  the  purchasing  power  of  benefits  in  the  future, 
while  at  the  same  time  assuring  beneficiaries  and  workers  that  the 
cost  of  the  program  will  not  absorb  a  disproportionate  amount  of 
the  nation's  wealth  as  the  number  of  elderly  increase. 

It  should  be  noted  that  the  cost  of  the  OASDI  program  as  a  per- 
cent of  Gross  National  Product  (GNP)  increases  over  the  75-year 
projection  period  from  the  present  5.2  percent  to  around  5.5  per- 
cent by  2060,  with  some  fluctuations  downward  from  1990  to  2010, 
followed  by  an  increase  to  over  6  percent  in  2030  and  then  a  gradu- 
al decrease  through  2060.  In  contrast,  the  income  to  the  program 
as  a  percent  of  GNP  declines  from  the  current  4.75  percent  to 
around  4  percent  by  2060,  with  some  increases  over  the  period  coin- 
ciding with  the  period  of  the  least  cost  of  the  program  (1985-2000). 
It  is  therefore  clear  that  one  of  the  major  causes  of  the  long-term 
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defict  is  that  a  relatively  steady  share  of  an  increasing  national 
economy  is  guaranteed  for  social  security  benefit  payments  by  the 
wage-indexed  benefit  structure,  while  a  steadily  decreasing  share  of 
the  GNP  is  being  dedicated  to  support  those  benefits. 

Under  your  Committee's  bill,  workers  and  beneficiaries  would 
share  responsibility  for  assuring  the  long-term  solvency  of  the 
social  security  system  through  some  reduction  in  future  benefit 
growth  and  some  increase  in  taxes  after  a  25-year  period  of  no  tax 
increases  at  all.  Those  expecting  to  receive  benefits  in  the  next  cen- 
tury would  be  assured  that  the  system  is  solvent,  while  those  who 
will  be  working  to  support  those  benefits  would  have  the  assurance 
that  only  a  modest  increase  in  taxes  would  be  required. 

Section  201.  Adjustments  on  OASDI  benefit  formula 

Your  Committee's  bill  provides  for  reducing  initial  benefit  levels 
by  approximately  5  percent  by  decreasing  the  percentage  factors  in 
the  benefit  formula  by  two-thirds  of  one  percent  of  their  present 
law  value  each  year  for  a  period  of  8  years  beginning  with  the  for- 
mula applicable  for  the  year  2000. 

Under  current  law,  a  primary  insurance  amount  is  computed  for 
each  worker  by  first  determining  an  average  indexed  monthly 
earnings  (AIME)  figure  (measured  over  the  working  lifetime  and 
using  earnings  that  are  updated  to  take  account  of  increases  in 
average  wage  levels)  and  multiplying  portions  of  that  average  by  a 
series  of  percentage  factors.  For  those  eligible  for  retirement  bene- 
fits in  1983,  for  example,  the  first  $254  of  AIME  is  multiplied  by  90 
percent,  the  next  $1,274  of  AIME  multiplied  by  32  percent,  and  all 
AIME  over  $1,528  is  multiplied  by  15  percent.  The  dollar  figures 
($254  and  $1,528)  in  this  formula  (called  bend  points)  are  increased 
each  year  to  reflect  rising  wages,  but  the  percentage  factors  are 
held  constant. 

Your  Committee's  bill  provides  for  decreasing  the  percentage  fac- 
tors in  the  formula  according  to  the  following  schedule: 


The  applicable  percentage 

For  initial  eligibility  (or  death)  in— 

Up  to  the  first  bei 
point  is— 

J      Between  the  first 
and  second  bend 
points  is— 

Above  the  second 
bend  point  is— 

1979-99  

90.0 

32.0 

15.0 

2000  

89.4 

31.8 

14.9 

2001  

88.8 

31.6 

14.8 

2002  

88.2 

31.4 

14.7 

2003  

87.6 

31.1 

14.6 

2004  

87.0 

30.9 

14.5 

2005  

86.4 

30.7 

14.4 

2006  

85.8 

30.5 

14.3 

2007  and  after  

85.2 

30.3 

14.2 

In  addition,  your  Committee's  bill  provides  for  reducing  the  61 
percent  factor,  which  is  a  substitute  for  the  90  percent  factor  under 
the  provision  to  eliminate  windfall  benefits  (section  113  of  this  bill) 
by  two-thirds  of  one  percent  each  year  until  it  ultimately  reached 
57.7  percent  for  2007  and  later. 
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Reducing  the  percentage  factors  in  the  formula  is  a  more  equita- 
ble method  for  reducing  benefit  levels  than  altering  the  bend 
points.  Reducing  the  percentage  factors  applies  the  reduction  in 
initial  benefit  levels  equally  at  all  levels  of  earnings,  while  the 
bend  point  approach  would  result  in  some  skewing  of  the  weighting 
that  presently  exists  in  the  formula. 

Your  Committee's  provision  is  phased  in — taking  8  years  to  real- 
ize the  full  5  percent  reduction  in  benefit  levels  and  only  affecting 
newly  eligible  beneficiaries  each  year  (roughly  4  percent  of  the 
total).  Replacement  rates  for  successsive  cohorts  of  newly  eligible 
beneficiaries  decline  slightly  each  year  during  the  phase-in  period 
and  then  level  off  when  the  proposal  is  fully  effective  in  2007.  As  a 
result  of  the  provision,  the  replacement  rate  for  a  steady  average- 
wage  earner  will  be  reduced  from  42  percent  of  AIME  to  40  per- 
cent. However,  using  the  1.5  percent  real  wage  growth  projected  by 
the  Office  of  the  Actuary  under  the  intermediate  II-B  assumptions, 
real  benefits  will  continue  to  increase  over  successive  cohorts  of 
newly  eligible  beneficiaries  even  during  the  phase-in. 

Section  202.  Adjustments  in  OASDI  taxes 

Your  Committee's  bill  provides  for  increasing  the  OASDI  tax 
rate  for  employees,  employers,  and  the  self-employed  in  2015. 
OASDI  taxes  for  employees  and  employers  are  currently  scheduled 
to  increase  to  6.2  percent  each  effective  for  1990  and  after.  OASDI 
taxes  for  self-employed  persons  will  ultimately  reach  12.4  percent 
for  1990  and  after  under  section  124  of  your  Committee's  bill. 
Under  this  provision,  you  Committee's  bill  provides  for  increasing 
OASDI  taxes  in  2015  to  6.44  percent  for  employees  and  employers 
each  and  to  12.88  percent  for  the  self-employed. 

2.  Section-by-Section  Explanation — Title  II 

Section  201.  Adjustments  in  OASDI  benefit  formula 

Section  201  of  the  bill,  once  it  becomes  fully  effective  in  2007, 
will  provide  for  a  uniform  reduction  of  initial  benefits  for  newly  eli- 
gible workers  of  approximately  5  percent  at  all  earnings  levels. 

Section  201(a)  of  the  bill  amends  section  215(a)(1)(A)  of  the  Social 
Security  Act  by  providing  that  the  benefit  formula  factors  will  be 
determined  under  the  new  section  215(a)(8),  rather  than  always 
being  the  90  percent,  32  percent  and  15  percent  factors  currently 
specified  in  this  section. 

Section  201(b)  of  the  bill  amends  section  215(a)(7)(B)  of  the  Act  (as 
added  by  section  113(a)  of  this  bill)  by  providing  that  the  first 
factor  of  the  benefit  formula  that  is  applicable  to  workers  who  re- 
ceive pensions  based  on  employment  that  is  not  covered  by  Social 
Security  will  be  determined  under  the  new  section  215(a)(8),  rather 
than  always  being  61  percent. 

Section  201(c)  of  the  bill  adds  a  new  section  215(a)(8)  to  the  Act. 
This  new  paragraph  provides  a  table  specifying  the  benefit  formula 
factors  applicable  under  section  215(a)(1)  as  90  percent,  32  percent 
and  15  percent  for  workers  who  become  eligible  for  benefits  or  die 
before  2000,  and  gradually  decreasing  (at  %  percent  per  year)  until 
the  percentages  are  85.2  percent,  30.3  percent,  and  14.2  percent,  re- 
spectively, for  workers  who  become  eligible  for  benefits  or  die  after 
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2006.  Similarly,  the  61  percent  factor  referred  to  in  section  215(a)(7) 
will  gradually  decrease  to  57.7  percent  over  the  same  time  period. 

Section  202,  Adjustments  in  OASDI  tax  rates 

Section  202  amends  sections  3101(a),  3111(a)  and  1401(a)  of  the  In- 
ternal Revenue  Code  of  1954  to  provide  for  further  changes  in  the 
schedule  of  old-age,  survivors  and  disability  insurance  (OASDI)  tax 
rates  specified  in  sections  122  and  123  of  the  bill  for  1990  and  after 
for  employees  and  employers,  each,  and  for  the  self-employed. 

Subsections  (a)  and  (b)  provide  further  changes  in  the  schedule  of 
tax  rates  on  wages  for  1990  and  after  for  purposes  of  OASDI. 
Under  the  schedule  provided  in  section  122  of  this  bill,  the  OASDI 
tax  rate  for  employees  and  employers,  each,  for  1990  and  after  is 
6.2  percent.  Under  this  section,  the  6.2-percent  rate  is  effective  only 
through  2014.  Beginning  in  2015,  the  tax  rate  provided  under  the 
bill,  as  amended  by  this  section,  is  6.44  percent,  each,  for  employers 
and  employees. 

Subsection  (c)  provides  further  changes  in  the  schedule  of  tax 
rates  on  self-employment  income  for  1990  and  after  for  purposes  of 
OASDI.  Under  the  schedule  provided  in  section  123  of  this  bill,  the 
OASDI  tax  rate  for  the  self-employed  for  1990  and  after  is  12.4  per- 
cent. Under  this  section,  the  12.4-percent  rate  is  effective  only 
through  2014.  Beginning  in  2015,  the  tax  rate  provided  under  the 
bill,  as  amended  by  this  section,  is  12.88  percent  for  the  self-em- 
ployed. 

The  tax-rate  schedules  for  OASDI  for  employees  and  employers, 
each,  and  the  self-employed,  as  provided  under  this  section  and  sec- 
tion 123  are  shown  below. 

Employees  and  Employers,  Each 


Calendar  years:  Percent 

1984-1987   5.70 

1988-1989   6.06 

1990-2014   6.20 

2015  and  after   6.44 

Self-Employed 

Taxable  years  beginning  after:  Percent 

1983  (and  before  1988)   11.40 

1987  (and  before  1990)   12.12 

1989  (and  before  2015)   12.40 

2014   12.88 


C.  Miscellaneous  and  Technical  Provisions  (Title  III) 
1.  General  Discussion 
a.  cash  management 
Section  301.  Float  periods 

Under  current  law,  social  security  benefit  checks  are  issued  to 
beneficiaries  on  the  third  day  of  each  month.  Current  Treasury 
procedures  allow  a  two-day  float  period  before  trust  fund  monies 
are  actually  transferred  to  the  Treasury  to  pay  the  checks  which 
have  been  issued.  No  float  period  is  provided  for  the  approximately 
one-third  of  total  benefit  payments  which  are  deposited  directly  in 
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beneficiaries'  banking  accounts.  Nor  is  a  float  period  provided  for 
retroactive  benefit  adjustment  checks  issued  during  the  month. 

A  study  recently  completed  by  the  Inspector  General  of  the  De- 
partment of  Health  and  Human  Services  found  that  it  took  an 
average  5.2  days  for  recurring  benefit  checks  to  clear  the  banking 
system.  Retroactive  benefit  checks  require  an  average  11.1  days  to 
be  processed.  The  Inspector  General  estimated  that  if  a  5  day  float 
period  were  provided,  interest  income  to  the  OASDI  funds  would  be 
increased  by  $91.5  million  annually. 

Your  Committee's  bill  requires  the  Secretaries  of  Treasury  and 
Health  and  Human  Services  to  conduct  a  study  consisting  of  two 
separate  investigations.  The  first  investigation  concerns  the  actual 
average  length  of  time  between  the  issuance  of  benefit  checks  and 
their  redemption.  The  Secretary  of  Treasury  would  be  required  to 
report  within  six  months  to  the  Congress  and  the  President  con- 
cerning the  investigation's  findings  and,  to  adjust  by  regulation, 
the  current  float  period  to  more  accurately  reflect  the  actual  aver- 
age length  of  time  between  issuance  of  benefit  checks  and  their  re- 
demption. Necessary  regulations  are  to  be  promulgated  within  six 
months  of  the  date  of  enactment. 

The  second  investigation  concerns  the  feasibility  and  desirability 
of  providing  for  the  transfer,  on  a  daily  basis,  to  the  general  fund 
from  the  appropriate  trust  fund,  amounts  equal  to  the  amounts  of 
benefit  checks  which  are  paid  by  the  Federal  Reserve  Banks  on 
that  day.  The  results  of  this  investigation  are  to  be  submitted  to 
the  Congress  within  12  months  of  the  date  of  enactment.  Regula- 
tions necessary  to  implement  appropriate  changes  shall  be  promul- 
gated within  12  months  of  the  date  of  enactment. 

Section  302.  Interest  on  late  State  deposits 

Your  Committee's  bill  provides,  in  general,  that  the  rate  of  inter- 
est charged  on  late  payments  of  contributions  due  on  the  earnings 
of  State  and  local  employees  shall  be  equal  to  the  average  interest 
rate  earned  by  new  special  obligations  of  the  trust  funds  during  the 
period  of  the  delinquency.  Currently  the  rate  of  interest  charged  on 
late  payments  is  6  percent  per  annum. 

This  change  would  eliminate  any  incentive  for  States  to  delay 
payments  of  contributions  on  the  earnings  of  their  employees,  in 
order  to  invest  the  money  at  rates  well  above  6  percent. 

Changes  made  by  this  section  would  apply  to  payments  due  for 
wages  paid  after  December  31,  1983. 

Section  303.  Trust  fund  investment  procedures 

Your  Committee's  bill  makes  several  changes  in  the  investment 
procedures  of  the  social  security  trust  funds. 

Under  current  law  payroll  tax  revenues  which  are  in  excess  of 
the  amount  necessary  to  pay  current  benefits  are  to  be  invested  in 
special  issue  obligations  available  for  purchase  only  by  the  trust 
funds.  Such  obligations  have  maturities  fixed  with  due  regard  for 
the  needs  of  the  trust  funds  and  bear  an  interest  rate  equal  to  the 
average  market  yield  on  all  marketable  interest  bearing  obligations 
of  the  U.S.  which  are  not  due  or  callable  within  4  years.  These  cur- 
rent procedures  have  been  criticized  when  short-term  rates  exceed 
long-term  rates  because  trust  funds  have  been  invested  in  special 
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issues  with  lower  yields  than  those  available  to  investors  in  short- 
term  government  securities. 

Your  Committee's  bill  corrects  disparities  between  yields  availa- 
ble to  the  trust  funds  and  other  government  investors  by  providing 
that  the  trust  funds  can  be  invested  in  special  issues  at  short-  or 
long-term  rates  in  order  to  maximize  the  return  to  the  funds. 

The  bill  also  provides  that:  the  interest  rate  assigned  to  the  trust 
funds  shall  be  adjusted  monthly;  all  present  special  issues  should 
be  redeemed  at  their  current  market  values;  all  ''flower  bonds" 
shall  be  redeemed  at  their  current  market  values;  all  other  current 
holdings,  not  needed  to  meet  outgo,  be  held  until  maturity;  and 
that  only  special  issues  should  be  purchased  by  the  trust  funds  in 
the  future. 

In  recent  years,  the  Annual  Reports  of  the  Board  of  Trustees  of 
the  OASI,  DI  and  HI  Trust  Funds,  have  included  actuarial  opinions 
by  the  Chief  Actuary  of  the  Social  Security  Administration  and  the 
Director  of  the  Office  of  Financial  and  Actuarial  Analysis  of  the 
Health  Care  Financing  Administration.  These  actuarial  opinions 
have  stated  that:  (1)  the  techniques  and  the  methodologies  used  in 
formulating  the  Trustees'  Reports  are  generally  accepted  within 
the  actuarial  profession;  and  (2)  that  the  assumptions  and  copt-esti- 
mates  underlying  the  Trustees'  Reports  are  reasonable. 

Your  Committee's  bill  would  require  that  such  actuarial  opinions 
be  included  in  all  future  Reports  of  the  Boards  of  Trustees  of  the 
OASDI  and  HI  Trust  Funds. 

Under  current  law,  the  Boards  of  Trustees  are  required  to  report 
to  the  Congress  not  later  than  the  first  day  of  April  of  each  year, 
on  the  operation  and  status  of  the  trust  funds  during  the  preceed- 
ing  fiscal  year  and  on  their  expected  operation  and  status  during 
the  next  ensuing  five  years.  In  view  of  the  scope  of  these  Social  Se- 
curity Act  Amendments,  your  Committee's  bill  provides  an  excep- 
tion to  the  April  first  deadline  for  1983  only  and  requires  that  the 
Annual  Reports  of  the  Trustees  for  1983  be  filed  not  later  than  45 
days  after  enactment  of  this  legislation. 

Section  S04.  Budget  treatment  of  trust  fund  operations 

Prior  to  fiscal  year  1969,  the  operations  of  the  social  security 
trust  funds  were  not  included  in  the  unified  budget  of  the  Federal 
Government.  In  1974,  in  enacting  the  Congressional  Budget  Act  of 
1974,  Congress  implicitly  approved  the  inclusion  of  the  social  secu- 
rity trust  funds  in  the  unified  budget.  As  a  result,  trust  fund  re- 
ceipts and  expenditures  are  included  in  statements  of  the  status  of 
the  Federal  budget. 

Your  Committee  believes  that  it  would  be  desirable  to  provide  as- 
surance that  changes  in  the  social  security  will  not  be  made  on  the 
basis  of  budgetary  considerations.  Thus,  your  Committee's  bill  pro- 
vides that  beginning  in  fiscal  year  1988,  the  operations  of  the 
OASI,  DI,  and  HI  Trust  Funds  are  to  be  removed  from  the  unified 
budget.  During  the  interim  years,  the  social  security  trust  funds 
would  be  displayed  as  a  separate  function  within  the  budget. 
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B.  ELIMINATION  OF  GENDER-BASED  DISTINCTIONS 

Section  311.  Divorced  husbands 

Current  law  provides  for  the  payment  of  benefits  to  aged  di- 
vorced wives  and  aged  or  disabled  surviving  divorced  wives  but 
benefits  are  not  provided  for  similarly  situated  men.  As  a  result, 
Oliver  v.  Califano  (1977)  and  other  court  decisions,  benefits  are  cur- 
rently being  paid  by  the  Social  Security  Administration  to  aged  di- 
vorced husbands  and  aged  or  disabled  surviving  divorced  husbands 
on  their  former  wives'  earnings  records.  Your  Committee's  bill 
amends  the  statute  to  conform  to  these  court  decisions. 

Section  212.  Remarriage  of  surviving  spouse  before  age  of  eligibility 

Widows  and  widowers  who  remarry  before  age  60  are  treated  dif- 
ferently with  respect  to  their  eligibility  for  benefits  based  on  their 
deceased  spouses'  earnings.  A  woman  may  qualify  for  benefits  as  a 
surviving  spouse,  even  though  she  has  remarried,  so  long  as  she  is 
not  married  at  the  time  she  applies  for  benefits.  A  man,  however, 
under  current  law  loses  forever  his  eligibility  as  a  surviving  spouse 
of  his  deceased  wife  worker  if  he  remarries  before  age  60.  Since  the 
decision  of  Mertz  v.  Harris  (1980),  SSA  has  paid  benefits  to  remar- 
ried widowers  on  the  same  basis  as  to  remarried  widows.  Your 
Committee's  bill,  therefore,  makes  the  statutory  requirements  wid- 
owers and  widows  consistent. 

Section  313.  Illegitimate  children 

Under  current  law,  an  illegitimate  child  may  be  eligible  for  bene- 
fits based  upon  a  man's  earnings,  without  regard  to  the  appropri- 
ate State  intestate  laws,  if,  among  other  things,  the  man  has  been 
decreed  by  a  court  to  be  the  father  of  that  child,  or  the  man  is 
shown  by  evidence  satisfactory  to  the  Secretary  to  be  the  father  of 
the  child.  Similar  provisions  do  not  currently  apply  when  an  illegit- 
imate child  claims  a  benefit  based  upon  his  mother's  earnings.  Ad- 
ditionally, in  Jimenez  v.  Weinberger  the  Supreme  Court  in  1974,  de- 
clared unconstitutional  the  requirement  that  acknowledgement  of 
paternity  must  have  been  made  prior  to  the  time  a  worker  first 
became  eligible  for  benefits. 

Your  Committee's  bill  removes  this  gender-based  distinction  by 
providing  that  illegitimate  children  shall  be  eligible  for  benefits 
based  on  their  mother's  earnings  as  they  are  currently  for  benefits 
based  on  their  father's  earnings. 

Section  314-  Transitional  insured  status 

Presently,  certain  workers  who  attained  age  72  before  1969  are 
eligible  for  social  security  benefits  under  transitional  insured 
status  provisions  which  require  fewer  quarters  of  coverage  than 
would  ordinarily  be  required.  Wives  and  widows  of  eligible  male 
workers  who  reached  72  prior  to  1969  also  are  eligible  for  benefits 
under  this  provisions,  but  husbands  and  widowers  of  eligible  female 
workers  are  not. 

Your  Committee's  bill  removes  this  inequity  by  extending  to  hus- 
bands and  widowers  the  transitionally  insured  status  provisions 
which  currently  apply  to  wives  and  widows. 
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Section  315.  Equalization  of  benefits  under  section  228 

Under  section  228  of  current  law  (Proutly  Benefits),  special  pay- 
ments are  provided  to  persons  who  attained  age  72  before  1968  and 
who  have  no  quarters  of  coverage  and  to  persons  age  72  in  1968  or 
after  who  have  at  least  three  quarters  of  coverage  for  every  year 
after  1966  and  before  the  year  of  attainment  of  age  72.  However, 
even  though  each  spouse  must  meet  the  same  eligibility  require- 
ments he  or  she  would  have  to  meet  if  not  married,  once  the  eligi- 
bility of  both  is  determined,  the  couple  is  treated  as  if  the  husband 
were  the  retired  worker  and  the  wife  were  the  dependent.  The 
benefit  is  allocated  so  that  the  husband  is  paid  two-thirds  of  the 
benefit  and  the  wife  is  paid  one-third. 

This  gender-based  distinction  is  removed  by  your  Committee's 
bill  which  provides  that  where  both  husband  and  wife  each  qualify 
for  Prouty  Benefits  under  section  228,  each  will  receive  a  full 
monthly  benefit. 

Section  316.  Father's  insurance  benefits 

Current  law  provides  that  a  young  wife,  widowed  mother  or  sur- 
viving divorced  mother  who  has  an  entitled  child  under  age  16  in 
her  care  receives  a  benefit  for  both  herself  and  her  child  based 
upon  the  earnings  of  her  husband.  Under  present  law  a  similarly 
situated  father  cannot  qualify  for  benefits  based  on  his  retired,  dis- 
abled, or  deceased  wife's  earnings.  As  result  of  the  Supreme  Court 
decision  Weinberger  v.  Wiesenfeld  (1975),  and  other  court  and  ad- 
ministrative decisions,  SSA  is  currently  paying  benefits  to  similarly 
situated  fathers. 

Your  Committee's  bill  conforms  the  statute  to  the  court  decisions 
on  this  issue,  and  provides  that  social  security  benefits  will  be 
available  to  a  father  who  has  in  his  care  an  entitled  child  of  his 
retired,  disabled,  or  deceased  wife  (or  deceased  former  wife). 

Section  317.  Effect  of  marriage  on  childhood  disability  benefits  and 
on  dependent  or  survivor  benefits 

Under  present  law,  when  a  childhood  disability  beneficiary  is 
married  to  another  childhood  disability  beneficiary  or  to  a  disabled 
worker  beneficiary,  and  the  disability  benefits  of  one  of  the 
beneficiaries  is  terminated  because  the  beneficiary  recovers  or  en- 
gages in  substantial  work,  the  continued  eligibility  of  the  other 
spouse  depends  upon  the  spouse's  sex.  A  woman's  childhood  disabil- 
ity benefits  end  when  her  husband's  disability  benefits  end.  Howev- 
er, a  man's  childhood  disability  benefits  are  not  terminated  when 
his  wife's  disability  benefits  end. 

In  addition,  if  a  childhood  disability  beneficiary  or  disabled 
worker  beneficiary  marries  a  person  receiving  certain  kinds  of 
social  security  dependent  or  survivor  benefits,  the  benefits  of  each 
individual  continue.  If  the  disabled  beneficiary  is  a  male  and  he  re- 
covers or  engages  in  substantial  work  and  his  benefits  are  termi- 
nated, his  wife's  benefits  also  end.  If,  however,  the  disabled  benefi- 
ciary is  a  woman,  her  husband's  benefits  are  not  terminated  when 
her  disability  benefits  end. 

Both  of  these  gender  based  distinctions  are  removed  by  your 
Committee's  bill.  In  the  first  case,  the  bill  continues  the  benefits  of 
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a  childhood  disability  beneficiary,  regardless  of  sex,  when  the  bene- 
ficiary's spouse  is  no  longer  eligible  for  benefits  as  a  childhood  dis- 
ability beneficiary  or  disabled  worker  beneficiary.  In  the  second 
case,  your  Committee's  bill  continues  social  security  payments  to 
an  individual,  regardless  of  sex,  who  is  receiving  dependents'  or 
survivors'  benefits,  when  his  or  her  spouse  is  no  longer  eligibility 
for  childhood  disability  benefits  or  benefits  as  a  disabled  worker. 

Section  318.  Credit  for  certain  military  service 

Under  present  law,  a  widow  but  not  a  widower  is  permitted, 
under  certain  circumstances,  to  waive  the  right  to  a  civil  service 
survivor's  annuity  and  receive  credit  (not  otherwise  possible)  for 
military  service  prior  to  1957  for  purposes  of  determining  eligibility 
for,  and  the  amount  of,  social  security  survivors'  benefits. 

Under  your  Committee's  bill,  widowers  will  be  allowed  to  exer- 
cise this  option  in  the  same  manner  currently  permitted  for 
widows. 

C.  COVERAGE 

Section  321.  Coverage  of  employees  of  foreign  affiliates  of  American 
employers 

Extension  of  social  security  coverage 

Under  present  law,  FICA  tax  is  not  imposed  on  wages  paid  to 
U.S.  citizens  and  resident  aliens  working  abroad  for  a  foreign  em- 
ployer. However,  a  domestic  corporation  may  extend  social  security 
coverage  to  U.S.  citizens  employed  by  its  foreign  subsidiary  by  en- 
tering into  a  voluntary  agreement  to  pay  FICA  tax  for  such  U.S. 
citizens  (Code  sec.  3121(1)).  This  coverage  is  available  only  to  U.S. 
citizens  employed  by  (1)  a  (first-tier)  foreign  subsidiary  at  least  20 
percent  of  the  voting  stock  of  which  is  owned  by  the  domestic  cor- 
poration, or  (2)  a  second-tier  foreign  subsidiary  at  least  50  percent 
of  the  voting  stock  of  which  is  owned  by  a  qualifying  first-tier  sub- 
sidiary. Further,  this  coverage  is  available  only  if  the  services  per- 
formed for  the  foreign  subsidiary  by  the  U.S.  citizen  would  consti- 
tute covered  employment  if  performed  in  the  United  States. 

There  is  no  comparable  provision  for  extending  social  security 
coverage  to  U.S.  citizens  employed  by  a  foreign  subsidiary  below 
the  second-tier  level  or  by  an  unincorporated  foreign  affiliate  of 
any  American  employer. 

Consistent  with  the  goal  of  providing  the  broadest  possible  social 
security  coverage,  your  Committee  believes  that  social  security  cov- 
erage should  be  extended  to  U.S.  citizens  who  are  employed  by  for- 
eign affiliates  (including  unincorporated  businesses)  of  any  Ameri- 
can employer.  Your  Committee  has  concluded  that  the  form  in 
which  a  business  is  organized  should  not  be  determinative  of 
whether  social  security  coverage  can  be  extended.  Your  Committee 
has  also  concluded  that  the  ownership  interest  in  the  foreign  affili- 
ate that  is  required  to  be  held  by  the  American  employer  should  be 
reduced  from  20  percent  to  10  percent  (of  direct  or  indirect  owner- 
ship). In  view  of  the  reasons  underlying  the  provision  of  your  Com- 
mittee's bill  that  provides  for  the  imposition  of  the  FICA  tax  on 
wages  paid  to  resident  aliens  employed  by  American  employers 
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outside  the  United  States,  your  Committee  believes  that  this  cover- 
age should  be  further  extended  to  resident  aliens  employed  by  for- 
eign affiliates  of  American  employers. 

Your  Committee's  bill  provides  that  any  American  employer  (a 
U.S.  individual,  partnership,  trust,  or  a  corporation)  can  extend 
social  security  coverage  to  U.S.  citizens  and  resident  aliens  em- 
ployed by  foreign  affiliates  of  the  American  employer.  A  "foreign 
affiliate  of  an  American  employer"  is  defined  as  any  foreign  entity 
in  which  the  American  employer  owns  at  least  a  10-percent  inter- 
est (directly  or  through  one  or  more  entities).  An  American  em- 
ployer holds  the  required  ownership  interest  in  a  foreign  affiliate  if 
(1)  in  the  case  of  a  foreign  corporation,  the  American  employer 
owns  (directly  or  indirectly)  at  least  10  percent  of  the  corporation's 
voting  stock,  or  (2)  in  the  case  of  any  other  foreign  entity,  at  least 
10  percent  of  the  profits  interests. 

As  under  present  law,  social  security  coverage  in  U.S.  citizens 
and  resident  aliens  employed  by  foreign  affiliates  can  be  obtained 
only  if  the  American  employer  enters  into  a  voluntary  agreement 
to  pay  FICA  tax  for  U.S.  citizens  and  resident  aliens  employed  by 
the  foreign  affiliate.  Similarly,  this  coverage  will  be  available  only 
if  the  services  performed  for  the  foreign  affiliate  would  constitute 
covered  employment  if  performed  in  the  United  States. 

The  provision  will  apply  to  agreements  entered  into  after  the 
date  of  enactment,  and  to  modifications  of  agreements  previously 
entered  into  which  are  made  after  the  date  of  enactment.  At  the 
election  of  any  American  employees,  the  provision  will  apply  to 
any  agreement  entered  into  on  or  before  the  date  of  enactment. 

Qualified  pension  plan  coverage 

Under  present  law  (sec.  406),  if  U.S.  citizens  are  employed  by  a 
domestic  corporation's  foreign  subsidiary  and  the  domestic  parent 
corporation  has  entered  into  an  agreement  to  pay  FICA  tax  for  the 
U.S.  citizens  employed  by  its  foreign  subsididary,  then  such  U.S. 
citizens  can  be  included  in  the  qualified  pension,  profit-sharing, 
stock  bonus,  and  so  forth,  plan  of  the  domestic  parent  corporation. 

Your  Committee  recognizes  that  the  rationale  of  present  law  sec- 
tion 406  is  that  it  should  be  possible  to  provide  coverage  under 
qualified  pension,  profit-sharing,  stock  bonus,  etc.,  plans  to  the 
same  extent  that  social  security  coverage  can  be  extended.  In  view 
of  the  provision  of  the  Committee  bill  that  allows  the  extension  of 
social  security  coverage  to  resident  aliens  employed  by  a  foreign  af- 
filiate of  an  American  employer,  your  Committee  concluded  that  a 
corresponding  change  should  be  made  in  the  treatment  of  coverage 
under  qualified  pension,  profit-sharing,  stock  bonus,  etc.,  plans. 

The  Committee  bill  provides  that,  if  the  requirements  of  present 
law  are  otherwise  satisfied,  coverage  under  a  qualified  pension, 
profit-sharing,  stock  bonus,  etc.,  plan  of  an  American  employer  can 
be  extended  to  resident  aliens,  £is  well  as  U.S.  citizens.  Thus,  an 
American  employer  can  treat  U.S.  citizens  and  resident  aliens  em- 
ployed by  a  foreign  affilitate  as  its  own  employees,  for  purposes  of 
extending  coverage  under  a  qualified  pension,  profit-sharing,  stock 
bonus,  etc.,  plan.  A  conforming  amendment  is  made  to  section  407, 
relating  to  the  treatment  of  certain  employees  of  domestic  subsid- 
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iaries  operating  primarily  abroad  as  employees  of  the  domestic 
parent  corporation. 

The  bill  will  apply  to  American  employers  who  enter  into  agree- 
ments to  pay  FICA  tax  after  the  date  of  enactment,  and  to  Ameri- 
can employers  who  modify  agreements  previously  entered  into 
after  the  date  of  enactment.  At  the  election  of  any  American  em- 
ployer, the  provision  will  apply  to  an  agreement  to  pay  FICA  tax 
entered  into  on  or  before  the  date  of  enactment.  The  conforming 
change  to  section  407  will  apply  to  any  plan  established  after  the 
date  of  enactment;  or,  at  the  election  of  a  domestic  parent  corpora- 
tion, to  any  plan  established  on  or  before  the  date  of  enactment. 

Section  322.  Extension  of  coverage  by  international  social  security 
agreement 

The  purpose  of  an  international  social  security  agreement  is  to 
establish  ''methods  and  conditions  for  determining  under  which 
system  [i.e.,  the  foreign  system  or  our  own]  employment,  self-em- 
ployment, or  other  service  shall  result  in  a  period  of  coverage". 
However,  through  inadvertent  drafting  errors  in  the  Internal  Reve- 
nue Code  and  the  Social  Security  Act,  earnings  that  are  intended 
to  be  covered  under  the  U.S.  system  pursuant  to  an  international 
social  security  agreement  are  not  covered.  This  occurs  because  U.S. 
social  security  taxes  cannot  be  imposed  on  the  earnings. 

Your  Committee's  bill  corrects  these  errors  by  providing  for  the 
imposition  of  social  security  taxes  if  an  international  social  secu- 
rity agreement  provides  for  coverage  under  the  U.S.  social  security 
system.  This  provision  is  effective  for  taxable  years  after  the  date 
of  enactment. 

Section  323.  Treatment  of  certain  service  performed  outside  the 
United  States 

Service  performed  by  resident  of  the  United  States  for  Ameri- 
can employers 

Under  present  law  (Code  sec.  3121(b)),  social  security  tax  under 
the  Federal  Insurance  Contributions  Act  (FICA  tax)  is  imposed  on 
wages  paid  to  U.S.  citizens  for  service  performed  for  American  em- 
ployers inside  and  outside  the  United  States.  The  term  * 'American 
employer"  is  defined  to  include  an  individual  who  is  a  U.S.  resi- 
dent, a  partnership  in  which  two-thirds  or  more  of  the  partners  are 
U.S.  residents,  a  trust  of  which  all  of  the  trustees  are  U.S.  resi- 
dents, and  a  corporation  organized  under  the  laws  of  the  United 
States  or  of  any  State  (sec.  3121(h)).  The  FICA  tax  is  also  imposed 
on  wages  paid  to  resident  aliens  for  services  performed  for  Ameri- 
can employers  inside  the  United  States.  However,  no  FICA  tax  is 
imposed  on  wages  paid  to  resident  aliens  for  services  performed  for 
American  employers  outside  the  United  States. 

Your  Committee  believes  that  the  disparate  treatment  of  U.S. 
citizens  and  resident  aliens  who  work  for  American  employers 
abroad  should  be  eliminated.  Your  Committee  recognizes  that  resi- 
dent aliens  working  for  American  employers  outside  the  United 
States  are  likely  to  have  the  same  economic  and  personal  ties  with 
the  United  States,  and  the  same  expectation  of  returning  to  the 
United  States,  as  do  U.S.  citizens.  Your  Committee  believes  that 


76 


the  coverage  of  these  resident  aliens  will  prevent  the  gaps  in  cover- 
age which  would  otherwise  occur  when  resident  aliens  who  ordi- 
narily work  in  covered  employment  outside  the  United  States  tem- 
porarily work  abroad  for  an  American  employer. 

Your  Committee's  bill  provides  that  FICA  tax  will  be  imposed  on 
wages  for  service  performed  outside  the  United  States  by  a  resident 
alien  as  an  employee  for  an  American  employer,  to  the  same 
extent  that  FICA  tax  is  imposed  on  wages  paid  to  a  U.S.  citizen  for 
such  service.  Thus,  FICA  tax  will  be  imposed  on  wages  paid  to  a 
resident  alien  working  for  an  American  employer  only  if  the  serv- 
ices performed  would  constitute  covered  employment  if  performed 
in  the  United  States.  A  conforming  amendment  is  made  for  pur- 
poses of  benefits  paid  under  the  Social  Security  Act. 

The  provisions  will  be  effective  for  remuneration  paid  after  De- 
cember 31,  1983. 

Service  performed  by  self-employed  U.S.  citizens  and  residents  of  the 
United  States 

The  social  security  tax  on  self-employment  income  (SECA  tax)  is 
generally  imposed  on  the  worldwide  self-employment  income  of 
U.S.  citizens  and  resident  aliens.  The  starting  point  for  computing 
self-employment  income  is  gross  income  (sec.  1402).  For  income  tax 
purposes,  U.S.  citizens  working  abroad  can  exclude  from  gross 
income  up  to  $80,000  (increasing  to  $95,000  in  1986)  of  foreign 
earned  income  a  year  if  they  were  present  in  a  foreign  country  for 
330  days  (approximately  11  months)  during  a  period  of  12  consecu- 
tive months,  or  if  they  were  bona  fide  residents  of  a  foreign  coun- 
try for  an  entire  taxable  year  (sec.  911). 

Under  present  law,  foreign  earned  income  that  is  excluded  for 
income  tax  purposes  is  included  in  self-employment  income  for 
SECA  tax  purposes,  where  a  U.S.  citizen  or  resident  alien  meets 
the  11-month  physical  presence  test  but  does  not  meet  the  bona 
fide  resident  test.  If  a  U.S.  citizen  satisfies  the  bona  fide  residence 
test,  foreign  earned  income  is  also  excluded  for  SECA  tax  purposes. 
(An  individual  who  is  not  a  U.S.  citizen  would  not  be  subject  to 
SECA  tax  if  he  is  resident  in  a  foreign  country.) 

Your  Committee  believes  that,  for  purposes  of  the  SECA  tax, 
there  is  no  reason  to  distinguish  between  U.S.  citizens  who  qualify 
as  residents  of  a  foreign  country  for  a  year  and  U.S.  citizens  who 
are  physically  present  in  a  foreign  country  for  11  months  of  the 
year.  Rather,  the  SECA  tax  should  be  imposed  on  the  worldwide 
self-employment  income  of  all  U.S.  citizens. 

Your  Committee's  bill  provides  that,  for  purposes  of  the  SECA 
tax,  all  U.S.  citizens  working  abroad  will  be  treated  in  a  consistent 
manner.  Thus,  self-employment  income  will  be  computed  without 
regard  to  the  exclusion  of  foreign  earned  income,  regardless  of 
whether  a  U.S.  citizen  qualifies  as  a  resident  of  a  foreign  country 
or  satisfies  the  physical  presence  text.  A  conforming  amendment  is 
made  for  purposes  of  benefits  paid  under  the  Social  Security  Act. 

The  provision  will  be  effective  for  taxable  years  beginning  after 
December  31,  1983. 
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Section  S£4-  Treatment  of  pay  after  age  62  as  wages 

Under  current  law  any  pajonent,  other  than  vacation  or  sick  pay, 
made  to  an  employee  after  the  month  in  which  he  or  she  attains 
age  62,  where  the  employee  did  not  work  for  the  employer  in  the 
period  for  which  such  pajnnent  is  made,  is  excluded  from  the  defi- 
nition of  wages  for  both  benefit  and  tax  purposes.  These  excluded 
pa5nnents  are  frequently  called  standby  and  subject-to-call  pay. 

An  allegation  as  to  a  stand-by  or  subject-to-call  status  must  be 
supported  by  evidence  showing  that  (1)  an  employment  relationship 
has  continued  during  the  entire  period  at  issue,  and  (2)  a  bona  fide 
agreement  existed  between  the  employer  and  employee  will  be 
ready  to  work  during  that  period  when  asked.  Each  case  alleging 
stand-by  payments  is  decided  on  an  individual  basis.  In  practice, 
SSA  can  rarely  successfully  challenge  such  an  arrangement  as  in- 
valid. 

Your  Committee's  bill  includes  in  the  statutory  definition  of 
wages,  payments  made  to  an  individual  with  the  expectation  that 
he  or  she  will  subsequently  render  services.  This  change  is  effective 
with  respect  to  calendar  years  beginning  with  the  sixth  month 
after  the  date  of  enactment. 

Section  325.  Treatment  of  contributions  under  simplified  employer 
pensions  (SEPs) 

Under  present  law,  the  Internal  Revenue  Code  excludes  from 
wages  for  social  security  tax  purposes  employer  payments  to  or  on 
behalf  of  an  employee  under  a  simplified  employee  pension  (SEP). 
However,  such  employer  contributions  are  treated  as  covered 
wages  for  social  security  benefit  purposes. 

Your  Committee's  bill  amends  the  Social  Security  Act  ot  exclude 
from  the  definition  of  covered  wages  for  social  security  coverage 
purposes  employer  contributions  to  a  SEP  that  are  deductible  as 
such  by  the  employer.  The  bill  makes  clear  that  the  exclusion  ap- 
plies, for  both  tax  and  coverage  purposes,  only  with  respect  to  the 
employers'  contribution  ot  a  SEP,  not  with  respect  to  the  amount 
equivalent  to  the  employee's  contribution  to  an  individual  retire- 
ment arragnement  (IRA). 

This  provision  applies  to  remuneration  paid  after  December  31, 
1983. 

Section  326.  Effect  of  changes  in  names  of  State  and  local  employee 
groups  in  Utah 

Under  present  law,  the  State  of  Utah  is  permitted  to  extend 
social  security  coverage  to  specific  entities  listed  in  the  law  as  sepa- 
rate coverage  groups.  The  names  of  some  of  the  entities  specifically 
listed  in  the  law  have  changed  since  the  provision  was  enacted. 

Your  Committee's  bill  amends  the  provision  in  the  Social  Secu- 
rity Act  listing  entities  for  which  Utah  may  arrange  social  security 
coverage  in  order  to  provide  that  coverage  would  not  be  affected  by 
a  subsequent  change  in  the  name  of  any  of  the  entities. 
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Section  327.  Effective  dates  of  international  social  security  agree- 
ments 

Under  current  law,  totalization  agreements  can  only  become  ef- 
fective after  the  expiration  of  a  period  during  which  each  House  of 
the  Congress  has  been  in  session  on  each  of  90  days.  This  require- 
ment has  been  interpreted  to  mean  that  both  Houses  of  Congress 
must  be  in  session  on  a  particular  day  for  it  to  count  in  the  90-day 
calculations. 

Your  Committee's  bill  shortens  this  review  period  by  providing 
that  totalization  agreements  can  become  effective  after  the  expira- 
tion of  a  period  during  which  only  one  House  of  the  Congress  must 
be  in  session  on  each  of  60  days. 

Section  328.  Technical  corrections  with  respect  to  withholding  of 
sick  pay  of  participants  in  multiemployer  plans 

Present  law  includes  in  the  definition  of  wages,  for  the  purpose 
of  withholding  of  social  security  and  railroad  retirement  taxes,  cer- 
tain payments  made  under  a  sick  pay  plan  to  an  employee  or  any 
of  this  dependents  by  a  third-party  on  account  of  the  employee's  ill- 
ness. 

Proposed  Treasury  Regulations  require  a  third-party  payor  (for 
example,  an  insurance  company  or  a  multiemployer  plan)  as  well 
as  an  employer,  to  withhold  social  security  or  railroad  retirement 
taxes  on  the  sick  pay  as  if  the  payments  are  wages.  However,  the 
third-party  payor  is  permitted  to  shift  responsibility  for  the  em- 
ployer's portion  of  the  tax  to  the  last  employer  for  whom  the  em- 
ployee worked,  proved  that  the  third  part  payor  promptly  notifies 
the  last  employer  of  the  amount  of  payments. 

Your  Committee's  bill  provides  that,  in  the  case  of  a  multiem- 
ployer plan,  to  the  extent  provided  in  Treasury  Regulations,  the 
plan  will  be  treated  as  the  agent  of  the  employer  for  whom  services 
are  normally  rendered.  Your  Committee  intends  that  the  rules  re- 
lating to  acts  to  be  performed  by  agents  contained  in  present  Inter- 
nal Revenue  Code  section  3504  shall  apply  in  these  cases.  Since  the 
plan  is  merely  an  agent  of  the  employer  for  whom  services  are  nor- 
mally rendered,  your  committee  intends  that  such  employer  will 
continue  to  bear  the  ultimate  liability  for  the  taxes  and  that  the 
plan  will  either  be  reimbursed  for  its  payment  of  the  employer's 
share  of  the  tax  through  the  collective  bargaining  process  or  will 
have  legal  recourse  under  the  normal  statutory  or  common  law 
principles  of  agency  against  the  employer  for  taxes  paid  as  his 
agent.  In  the  absence  of  an  agreement  providing  otherwise,  the  last 
contributing  employer  shall  be  considered  as  the  employer  for 
whom  services  are  normally  rendered. 

The  provision  applies  to  remuneration  paid  after  June  30,  1983. 

Section  329.  Elective  compensation 

Under  a  qualified  cash  or  deferred  arrangement  (Code  sec.  401(k)) 
forming  a  part  of  a  tax-qualified  profit-sharing  or  stock  bonus  plan, 
a  covered  employee  may  elect  to  have  the  employer  contribute  an 
amount  to  the  plan  on  the  employee's  behalf  or  to  receive  such 
amount  directly  from  the  employer  in  cash.  Amounts  contributed 
to  the  plan  pursuant  to  the  employee's  election  are  treated  as  em- 
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ployer  contributions  to  the  plan  and  are  excluded  from  the  employ- 
ee's taxable  income  and  social  security  wage  base. 

Amounts  distributed  with  respect  to  an  employee  under  a  quali- 
fied plan  generally  are  includible  in  the  recipient's  income,  but  are 
excluded  from  the  social  security  wage  base. 

Under  an  employer's  cafeteria  plan  (Code  sec.  125),  a  covered  em- 
ployee may  choose  among  taxable  benefits,  which  may  include 
cash,  or  nontaxable  benefits.  If  certain  requirements  are  met, 
amounts  applied  under  a  cafeteria  plan  toward  nontaxable  benefits 
(e.g.,  accident  and  health  benefits  or  plan  contributions  under  a 
qualified  cash  or  deferred  arrangement)  are  excluded  from  the  em- 
ployee's income  and  generally  from  the  social  security  wage  base. 
Taxable  benefits  chosen  by  the  employee  (e.g.,  cash)  are  includible 
in  income  and  generally  includible  in  the  wage  base. 

Tax-sheltered  annuities  (Code  sec.  403(b))  may  be  purchased  on 
an  individual  basis  for  employees  of  public  schools  or  tax-exempt 
religious,  charitable,  and  other  organizations  described  in  section 
501(c)(3).  Subject  to  certain  limitations,  amounts  paid  by  the  em- 
ployer to  purchase  the  annuity  are  excluded  from  the  employee's 
income.  A  tax-sheltered  annuity  is  typically,  but  not  necessarily, 
purchased  for  an  employee  pursuant  to  a  salary  reduction  agree- 
ment between  the  employer  and  employee. 

The  Internal  Revenue  Service  has  ruled  that  amounts  paid  for  a 
tax-sheltered  annuity  pursuant  to  a  salary  reduction  agreement 
are  includible  in  the  employee's  social  security  wage  base,  although 
such  amounts  are  not  subject  to  income  tax  withholding.  The  valid- 
ity of  the  ruling  position  is  in  doubt  in  light  of  the  Supreme  Court 
decision  in  Rowan  Companies,  Inc.  v.  United  States  (see  section  330 
of  the  bill). 

Amounts  distributed  under  a  tax-sheltered  annuity  contract  gen- 
erally are  includible  in  the  recipient's  income,  but  are  excluded 
from  the  social  security  wage  base. 

Generally,  if  an  employee  receives  cash  and  then  chooses  to  use 
these  funds  for  personal  savings  or  benefits,  the  amount  of  cash  re- 
ceived is  subject  to  FICA.  This  is  true,  for  example,  for  contribu- 
tions to  an  individual  retirement  arrangement  even  if  the  employ- 
er transmits  the  funds  directly  to  the  IRA  account. 

Under  cash-or-deferred  arrangements,  cafeteria  plans,  and  tax- 
sheltered  annuities,  the  funds  are  set  aside  by  individual  employees 
for  certain  fringe  benefits  or  individual  savings  arrangements,  and 
thus,  your  Committee  believes  that  related  employer  contributions 
should  be  included  in  the  FICA  base,  as  is  the  case  for  IRA  contri- 
butions. Otherwise,  individuals  could,  in  effect,  individually  direct 
the  equivalent  of  cash  compensation  for  their  own  purposes  in 
order  to  avoid  FICA  taxes.  This  would  make  the  system  partially 
elective  and  would  undermine  the  FICA  tax  base. 

Under  your  Committee's  bill,  an  employer's  plan  contributions 
on  behalf  of  an  employer  under  a  qualified  cash  or  deferred  ar- 
rangement will  be  includible  in  the  social  security  wage  base  for 
tax  and  coverage  purposes  to  the  extent  that  the  employee  could 
have  elected  to  receive  cash  in  lieu  of  the  contribution.  The  provi- 
sion is  intended  to  apply  to  elective  amounts  under  the  cash  or  de- 
ferred arrangement  and  not  to  nonelective  amounts  contributed  by 
employers  to  a  qualified  profit-sharing  or  stock  bonus  plan  of  which 
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the  arrangement  may  be  a  part.  Amounts  paid  by  an  employer  for 
a  tax-sheltered  annuity  for  an  employee  will  also  be  includible  in 
the  wage  base.  In  addition,  amounts  subject  to  an  employee's  desig- 
nation under  a  cafeteria  plan  will  be  includible  in  the  social  secu- 
rity wage  base  to  the  extent  that  such  amounts  may  be  paid  to  the 
employee  in  cash  or  property  or  applied  to  provide  a  benefit  for  the 
employee  which  is  not  otherwise  excluded  from  the  definition  of 
wages  under  section  3121  of  the  Code.  These  amounts  will  be  sub- 
ject to  FICA  at  the  time  employer  contribution  is  made. 

These  changes  apply  to  remuneration  paid  after  December  31, 
1983. 

Section  330.  Codification  of  Rowan  decision  with  respect  to  meals  and 
lodging 

Under  the  Code,  amounts  which  constitute  wages  for  income  tax 
withholding  purposes  (sec.  3306)  and  amounts  which  constitute 
wages  for  social  security  tax  purposes  (sec.  3121)  are  separately  de- 
fined. However,  in  Rowan  Companies,  Inc.  v.  United  States,  452 
U.S.  247  (1981),  the  Supreme  Court  held  that  the  definition  of 
wages  for  social  security  tax  purposes  and  the  definition  of  wages 
for  income  tax  withholding  purposes  must  be  interpreted  in  regula- 
tions in  the  same  manner  in  the  absence  of  statutory  provisions  to 
the  contrary. 

At  issue  in  Rowan  was  whether  the  value  of  meals  and  lodgings 
provided  employees  at  the  convenience  of  the  employer  were  wages 
for  social  security  tax  purposes  (i.e.,  were  includible  in  the  social 
security  wage  base).  The  value  of  such  employer-provided  meals 
and  lodging  may  be  excluded  from  the  income  of  an  employee  (sec. 
119).  Treasury  regulations  required  that  the  value  of  the  meals  and 
lodging  be  included  in  the  social  security  wage  base,  but  excluded 
such  value  from  the  definition  of  wages  subject  to  income  tax  with- 
holding. The  Supreme  Court  decision  invalidated  those  Treasury 
regulations  which  required  that  the  value  of  the  meals  and  lodging 
be  included  in  the  social  security  wage  base. 

The  social  security  program  aims  to  replace  the  income  of 
beneficiaries  when  that  income  is  reduced  on  account  of  retirement 
and  disability.  Thus,  the  amount  of  ''wages"  is  the  measure  used 
both  to  define  income  which  should  be  replaced  and  to  compute 
FICA  tax  liability.  Since  the  social  security  system  has  objectives 
which  are  significantly  different  from  the  objectives  underlying  the 
income  tax  withholding  rules,  your  Committee  believes  that 
amounts  exempt  from  income  tax  withholding  should  not  the 
exempt  from  FICA  unless  Congress  provides  an  explicit  FICA  tax 
exclusion. 

Your  Committee's  bill  provides  that,  with  the  exception  of  the 
value  of  meals  and  lodging  provided  for  the  convenience  of  the  em- 
ployer, the  determination  whether  or  not  amounts  are  includible  in 
the  social  security  wages  base  is  to  be  made  without  regard  to 
whether  such  amounts  are  treated  as  wages  from  income  tax  with- 
holding purposes.  Accordingly,  an  employee's  "wages"  for  social  se- 
curity tax  purposes  may  be  different  from  the  employee's  "wages" 
for  income  tax  withholding  purposes.  In  addition,  the  bill  provides 
that  definition  of  wages  for  social  security  tax  and  benefit  purposes 
is  revised  to  exclude  the  value  of  employer-provided  meals  and 
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lodging  to  the  extent  such  value  is  also  excluded  from  the  employ- 
ee's gross  income. 

This  provision  applies  to  remuneration  paid  after  December  31, 
1983. 

D.  OTHER  AMENDMENTS 

Section  331.  Technical  and  conforming  amendments  to  maximum 
family  benefit  provisions 

Under  current  law,  when  children  are  simultaneously  entitled  to 
benefits  on  the  records  of  two  or  more  workers,  the  maximum 
family  benefits  payable  on  each  record  are  combined  for  the  pur- 
opses  of  determining  the  benefits  payable  to  those  children.  The 
law  contains  a  limit,  however,  on  the  highest  possible  combined 
maximum  family  benefit,  sometimes  referred  to  as  the  super  maxi- 
mum. Whenever  the  wage  base  increases  (in  January  of  every 
year),  the  super  maximum  is  recomputed.  In  addition,  each  year 
the  super  maximum  is  increased  when  the  cost-of-living  adjustment 
is  made  in  general  benefit  levels.  Under  Section  111  of  your  Com- 
mittee's bill  this  increase  will  occur  in  December,  rather  than  June 
as  under  current  law.  As  a  result  of  this  change,  families  whose 
benefits  are  limited  by  the  super  maximum  could  have  their  bene- 
fits unexpectedly  increased  or  decreased  each  January  when  the 
super  maximum  is  recomputed  just  one  month  after  they  had  re- 
ceived their  cost-of-living  adjustment. 

To  avert  this  undesirable  result,  your  Committee's  bill  provides 
that  after  initial  entitlement,  a  family's  super  maximum  would  be 
adjusted  only  one  time  each  year  when  the  cost-of-living  increase  is 
provided  to  everyone  on  the  benefit  rolls. 

Section  332.  Reduction  from  72  to  70  of  age  beyond  which  no  de- 
layed retirement  credit  can  be  earned 

Under  current  law,  delayed  retirement  credits  are  now  provided 
for  months  from  age  65  to  age  72  for  which  benefits  are  not  paid 
because  the  worker  has  substantial  earnings  from  work  or  does  not 
apply  for  benefits.  These  credits  are  intended  to  provide  partial 
relief  to  workers  who  continue  working  past  age  65  and  who  forego 
benefits  under  the  earnings  test.  The  age  at  which  the  earnings 
test  no  longer  applies  decreased  from  72  to  70  on  January  1,  1982. 
However,  delayed  retirement  credits  are  still  provided  for  work 
beyond  age  70. 

Your  Committee's  bill  provides  that  for  persons  who  attain  age 
70  after  December  1983,  delayed  retirement  credits  will  not  be 
given  for  months  in  which  social  security  benefits  are  not  paid 
after  age  70.  For  persons  who  attain  age  70  before  January  1984, 
delayed  retirement  credits  will  be  granted  without  regard  to  the 
changes  in  law  which  result  from  this  section  except  that  no  cred- 
its would  accure  for  months  after  December  1983. 

Section  333.  Relaxation  of  insured  status  requirements  for  certain 
workers  previously  entitled  to  a  period  of  disability 

Under  current  law,  workers  who  are  disabled  before  age  31  may 
qualify  for  disability  benefits  on  the  basis  of  a  less  stringent  in- 
sured status  requirement  than  older  workers.  However,  such  a 
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worker  who  recovers  from  his  disability  and  subsequently  becomes 
disabled  again  at  age  31  of  later  may  have  difficulty  establishing 
entitlement  to  disability  benefits  at  that  time.  This  occurs  because 
he  has  not  had  sufficient  time  to  obtain  the  necessary  20  quarters 
of  coverage  before  his  subsequent  disability.  It  appears  that  this  sit- 
uation was  not  contemplated,  in  1967,  when  the  law  was  changed 
to  provide  a  special  insured-status  requirement  for  young  workers. 

Your  Committee's  bill  provides  that  a  worker  who  had  a  period 
of  disability  which  began  before  age  31,  subsequently  recovered, 
and  then  became  disabled  again  at  age  31  or  later  could  quality 
again  for  disability  benefits  if  he/she  had  quarters  of  coverage  in 
half  the  calendar  quarters  after  age  21  and  through  the  quarter  in 
which  the  later  period  of  disability  began  (up  to  a  maximum  of  20 
out  of  40  quarters).  Changes  made  by  this  section  are  effective  gen- 
erally for  applications  filed  after  enactment. 

Section  SS4.  Protection  of  benefits  of  illegitimate  children  of  dis- 
abled beneficiaries 

Under  present  law,  the  first  month  for  which  certain  benefits  are 
paid  is  delayed  from  the  month  during  which  the  individual  satis- 
fied the  various  entitlement  conditions  to  the  first  month  through- 
out which  those  conditions  were  satisfied.  This  provision  does  not 
apply  to  the  benefits  of  illegitimate  children  of  retired  benefici- 
aries. However,  this  provision  does  apply  to  the  illegitimate  chil- 
dren of  disabled  workers. 

This  disparity  is  removed  by  your  Committee's  bill  which  pro- 
vides social  security  monthly  benefits  to  the  illegitimate  child  of  a 
disabled  worker  for  a  month  in  which  the  child  satisfied  all  other 
entitlement  conditions,  but  was  not  eligible  for  benefits  because  the 
acknowledgement  or  court  decree  or  order  establishing  parenthood 
occurred  later  than  the  first  day  of  that  month.  Changes  made  by 
this  section  are  effective  upon  enactment. 

Section  335.  One-month  retroactivity  of  widow's  and  widower's  in- 
surance benefits 

Under  current  law,  the  payment  of  retroactive  benefits  is  prohib- 
ited if  such  payment  would  require  the  lowering  of  future  benefits. 
A  perceived  inequity  occurs  when  an  insured  individual  dies  so  late 
in  the  month  that  the  survivor  is  not  able  to  file  for  benefits  in 
that  month.  In  many  of  these  cases,  the  actuarial  reduction  in 
future  benefits  is  unimportant,  from  the  survivor's  standpoint, 
compared  with  the  survivor's  need  to  receive  a  retroactive  benefit 
promptly. 

Your  Committee's  bill,  allows  an  aged  widow  or  widower  to  re- 
ceive actuarially  reduced  benefits  for  the  month  in  which  the  in- 
sured spouse  died,  if  the  application  is  filed  in  the  following  month, 
even  though  the  retroactive  payment  would  result  in  lower  future 
monthly  benefits  than  would  be  the  case  if  benefits  were  not  paid 
retroactively.  This  provision  is  effective  for  applications  filed  after 
the  second  month  following  the  month  of  enactment. 

Section  336.  Nonassignability  of  benefits 

Since  1935  the  Social  Security  Act  has  prohibited  the  transfer  or 
assignment  of  any  future  social  security  or  SSI  benefits  payable 
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and  further  states  that  no  money  payable  or  rights  existing  under 
the  Act  shall  be  subject  to  execution,  levy,  attachment,  garnish- 
ment, or  other  legal  process,  or  to  the  operation  of  any  bankruptcy 
or  insolvency  law. 

Based  on  the  legislative  history  of  the  Bankruptcy  Reform  Act  of 
1978,  some  bankruptcy  courts  have  considered  social  security  and 
SSI  benefits  listed  by  the  debtor  to  be  income  for  purposes  of  a 
Chapter  XIII  bankruptcy  and  have  ordered  SSA  in  several  hundred 
cases  to  send  all  or  part  of  a  debtor's  benefit  check  to  the  trustee  in 
bankruptcy. 

Your  Committee's  bill  specifically  provides  that  social  security 
and  SSI  benefits  may  not  be  assigned  notwithstanding  any  other 
provisions  of  law,  including  P.L.  95-598,  the  "Bankruptcy  Reform 
Act  of  1978".  This  provision  would  be  effective  upon  enactment. 

Section  327.  Use  of  death  certificate  to  prevent  erroneous  benefit 
payments  to  deceased  individuals 

There  are  currently  no  well-developed  procedures  or  arrange- 
ments to  permit  SSA  to  determine  on  a  timely  basis  when  a  benefi- 
ciary has  died. 

Your  Committee's  bill  provides  authority  for  the  Secretary  to 
contract  with  states  for  death  certificate  information.  This  informa- 
tion would  be  matched  with  SSA  benefit  records  to  assure  that 
benefit  payments  are  promptly  terminated  when  the  beneficicary 
dies. 

Section  338.  Public  pension  offset 

Under  current  law,  persons  who  became  eligible  for  a  public  pen- 
sion prior  to  December  1982  and  who  did  not  meet  the  conditions  of 
the  public  pension  exception  clause  are  subject  to  a  dollar-for-dollar 
offset  of  their  social  security  benefit  by  the  amount  of  their  public 
pension.  This  100  percent  offset  will  also  apply  to  all  persons  be- 
coming eligible  for  a  public  pension  after  June  1983. 

Under  a  provision  adopted  in  1982  (P.L.  97-455),  only  persons 
who  become  eligible  for  a  public  pension  from  December  1982 
through  June  1983  and  who  meet  a  one-half  support"  dependency 
test  are  exempt  from  the  offset. 

Your  Committee's  bill  provides  that  for  persons  who  become  eli- 
gible for  their  public  pension  after  June  1983,  the  amount  of  the 
public  pension  used  for  purposes  of  the  offset  against  social  secu- 
rity benefits  would  be  one-third  of  the  public  pension. 

Section  339.  Study  concerning  the  establishment  of  the  Social  Security 
Administration  as  an  independent  agency 

Your  Committee's  bill  includes  a  provision  which  would  author- 
ize the  appointment  of  a  panel  of  experts  to  study  the  feasibility  of 
establishing  the  Social  Security  Administration  as  an  agency  inde- 
pendent of  the  Department  of  Health  and  Human  Services  or  any 
other  cabinet  department,  and  the  steps  necessary  to  implement 
such  a  change.  In  its  final  report  in  March,  1981,  the  National 
Commission  on  Social  Security  recommended  the  creation  of  a  sep- 
arate agency  responsible  for  administering  the  social  security  pro- 
grams. More  recently,  the  National  Commission  on  Social  Security 
Reform  stated  its  belief  that  making  the  Social  Security  Adminis- 
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tration  an  independent  agency  would  be  logical.  However,  since  the 
issues  involved  in  such  an  administrative  reorganization  are  com- 
plex, the  Commission  recommended  a  feasibility  study.  A  minority 
of  the  Commission  were  of  the  opinion  that  any  study  should  be 
confined  to  the  details  of  implementing  such  a  change. 

Your  Committee  agrees  that  although  there  are  strong  argu- 
ments in  support  of  an  independent  Social  Security  Administra- 
tion, a  study  of  the  ramifications  of  such  a  change  is  necessary. 
The  study  should  focus  on,  but  not  be  limited  to,  how  such  a  reor- 
ganization would  affect  the  following:  social  security  beneficiaries 
and  the  general  public;  relationships  between  the  Social  Security 
Administration  and  other  organizations,  including  other  govern- 
ment agencies;  the  makeup  of  the  leadership  of  such  an  agency;  the 
need  for  the  statutory  quadrennial  Advisory  Council;  what  progams 
would  be  administered  by  the  agency;  and  appropriation  of  operat- 
ing funds  for  the  agency. 

Your  Committee's  interest  in  having  such  a  study  has  grown  out 
of  concern  that  the  agency  has  been  subject  to  repeated  administra- 
tive problems  caused  at  least  in  part  by  the  agency's  connection 
with  the  Department  of  Health,  Education  and  Welfare  (later 
Health  and  Human  Services)  and  by  the  involvement  of  the  Office 
of  Management  and  Budget  in  routine  administrative  functions.  It 
also  seems  clear  that  SSA  may  not  have  received  needed  adminis- 
trative resources  because  of  priorities  set  by  HHS  and  0MB  with- 
out regard  to  the  basic  function  of  the  agency.  Problems  have  also 
been  created  by  repeated  reorganizations,  several  different  commis- 
sioners within  the  last  10  years,  and  periods  of  time  without  a  per- 
manent Commissioner.  Your  Committee,  therefore,  views  the  estab- 
lishment of  an  independent  Social  Security  Administration  as  a  se- 
rious goal,  and  the  study  mandated  by  the  bill  is  to  focus  on  both 
the  feasibility  of  such  a  step  and  the  changes  necessary  to  accom- 
plish it. 

The  bill  provides  that  the  panel  of  experts  consist  of  three  indi- 
viduals who  are  widely  recognized  as  experts  in  the  field  of  gov- 
ernment administration.  The  panel,  which  would  be  appointed 
jointly  by  the  Chairmen  of  the  House  Committee  Ways  and  Means 
and  Senate  Finance  Committee,  is  required  to  file  its  report  not 
later  than  April  1,  1984. 

Section  S40.  Conforming  changes  in  medicare  premium  provisions  to 
reflect  changes  in  the  cost 

Under  current  law,  the  medicare  monthly  premium  for  part  B 
physician  coverage  (SMI)  is  deducted  from  the  benefit  checks  of  in- 
dividuals receiving  social  security  cash  benefits.  In  addition,  premi- 
ums are  increased  each  July  first,  the  date  on  which  benefits  are 
increased  to  reflect  price  increases  in  the  economy  (COLA).  Since 
the  premium  cannot  be  increased  by  an  amount  greater  than  the 
amount  of  the  general  benefit  increase,  the  increased  premium 
cannot  result  in  a  decreased  monthly  benefit. 

In  order  to  prevent  beneficiaries'  checks  from  being  decreased  in 
July  as  a  result  of  the  changes,  as  provided  in  Section  III  of  your 
Committee's  bill,  in  the  month  in  which  the  general  benefit  in- 
crease is  effective,  the  SMI  premium  will  not  be  adjusted  until  Jan- 
uary 1,  1984. 
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2.  Section-by-Section  Explanation — Title  III 

Section  301.  Float  periods 

Section  301(a)  of  the  bill  requires  that  the  Secretaries  of  Health 
and  Human  Services  and  the  Treasury  shall  jointly  undertake  as 
soon  as  possible  a  thorough  study  of  the  "float  period"  between  the 
issuance  of  Social  Security  benefit  checks  by  the  Treasury  and  the 
transfer  of  funds  from  the  Federal  Old-Age  and  Survivors  Insur- 
ance Trust  Fund  or  the  Federal  Disability  Insurance  Trust  Fund  of 
amounts  to  compensate  the  general  fund  for  the  amount  of  the 
checks  so  issued. 

Section  301(b)(1)  of  the  bill  requires  that  the  study  mandated  by 
subsection  (a)  include  an  investigation  of  the  desirability  and  feasi- 
bility of  (1)  maintaining  the  float  periods  allowed  at  the  time  of  en- 
actment and  (2)  making  adjustments  in  such  float  periods. 

Section  301(b)(2)  requires  a  separate  investigation  of  the  feasibil- 
ity and  desirability  of  providing,  as  a  specific  adjustment  in  the 
float  periods,  for  the  transfer  each  day  to  the  general  fund  from 
the  trust  funds  of  amounts  equal  to  the  amounts  of  the  benefit 
which  are  paid  by  the  Federal  Reserve  Banks  on  such  day. 

Section  301(c)  requires  that  in  conducting  the  study  mandated  by 
subsection  (a)  the  Secretaries  shall  consult,  as  appropriiite,  the  Di- 
rector of  the  Office  of  Management  and  Budget,  who  shall  provide 
such  information  and  assistance  as  may  be  required  in  the  study. 
The  Secretaries  shall  also  solicit  the  views  of  other  appropriate  offi- 
cials and  organizations. 

Section  301(d)(1)  requires  that  not  later  than  6  months  after  en- 
actment the  Secretaries  shall  submit  to  the  President  and  the  Con- 
gress a  report  of  the  findings  of  the  investigation  required  by  sub- 
section (b)(1)  and  the  Secretary  of  the  Treasury  shall  by  regulation 
adjust  the  float  periods  as  may  have  been  found  necessary  or  ap- 
propriate in  such  investigation. 

Section  301(d)(2)  requires  that  no  later  than  12  months  after  en- 
actment the  Secretaries  shall  also  submit  to  the  President  and  the 
Congress  a  report  of  the  findings  of  the  separate  investigation  re- 
quired by  subsection  (b)(2)  of  the  specific  adjustment  in  the  float  pe- 
riods described  therein,  together  with  their  recommendations,  and 
that  to  the  extent  necessary  or  appropriate  to  carry  out  such  rec- 
ommendations, the  Secretary  of  the  Treasury  shall  by  regulations 
make  adjustments  with  respect  to  the  float  periods  described  in 
such  subsection. 

Section  302.  Interest  on  late  State  deposits 

Section  302(a)  of  the  bill  changes  the  rate  of  interest  charged 
States  on  late  payment  of  Social  Security  taxes  specified  in  section 
218(j)  of  the  Social  Security  Act  from  6  percent  per  year  to  an 
amount  based  on  the  rate  of  interest  earned  by  current  trust  fund 
investments. 

Section  302(a)(1)  of  the  bill  makes  a  change  in  section  218(j)  of 
the  Act  to  conform  it  to  the  amendment  made  by  section  302(a)(3). 

Section  302(a)(2)  of  the  bill  provides  that  instead  of  an  interest 
rate  of  6  percent  per  annum,  the  rate  will  be  determined  under  sec- 
tion 218(j)(2). 
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Section  302(a)(3)  of  the  bill  adds  a  new  paragraph  (2)  to  section 
218(j).  The  new  paragraph  provides  that  the  rate  of  interest 
charged  States  on  late  payment  of  Social  Security  Taxes  will  be  in- 
creased to  9  percent  per  annum  for  payments  made  during  the  6- 
month  period  beginning  January  1,  1984.  For  subsequent  6-month 
periods  beginning  July  1  and  January  1  thereafter,  the  rate  of  in- 
terest will  be  an  annual  rate  equal  to  the  average  (rounded  to  the 
nearest  full  percent,  or  the  next  higher  percent  if  it  is  a  multiple  of 
0.5  percent  but  not  of  1.0  percent)  of  the  annual  rates  of  interest 
applicable  to  the  special  obligations  issued  to  the  trust  funds  (in  ac- 
cordance with  section  201(d))  during  a  prescribed  base  period.  The 
base  period  for  the  rate  effective  on  January  1  of  a  year  is  the  6- 
month  period  ending  on  the  immediately  preceding  September  30 
and  the  base  period  for  the  rate  effective  on  July  1  of  a  year  is  the 
6-month  period  ending  on  the  immediately  preceding  March  31. 
The  interest  rates  will  be  determined  no  later  than  15  days  after 
the  end  of  the  base  period. 

Section  302(b)  provides  that  the  amendments  made  by  this  sec- 
tion apply  with  respect  to  payments  made  after  December  31,  1983, 
under  a  State's  coverage  agreement  with  the  Secretary  pursuant  to 
section  218  of  the  Act. 

Section  303.  Trust  fund  investment  procedures 

Section  303  of  the  bill  requires  the  Managing  Trustee  of  the  Fed- 
eral Old-Age  and  Survivors  Insurance  Trust  Fund,  the  Federal  Dis- 
ability Insurance  Trust  Fund,  the  Federal  Hospital  Insurance  Trust 
Fund  and  the  Federal  Supplementary  Medical  Insurance  Trust 
Fund  to  redeem  most  current  trust  fund  investments  and  make  all 
future  investments  in  a  new  type  of  Treasury  public  debt  obliga- 
tion bearing  interest  at  a  rate  that  varies  from  month  to  month. 
For  each  month,  the  interest  rate  on  the  new  type  of  obligation 
will  be  equal  to  the  higher  of  (1)  the  average  market  yield  over  the 
preceding  month  on  all  public-debt  obligations  (other  than  "flower 
bonds")  with  maturities  of  more  than  4  years  or  (2)  the  average 
market  yield  for  similar  obligations  with  4  years  or  less  to  maturi- 
ty. This  section  also  requires  that  annual  reports  of  the  Social  Se- 
curity Boards  of  Trustees  to  the  Congress  include  a  certification  by 
the  chief  actuary  of  the  Social  Security  Administration  that  the  re- 
ports meet  generally  accepted  standards  within  the  actuarial  pro- 
fession. Lastly,  this  section  allows  the  1983  annual  reports  to  be 
filed  any  time  before  45  days  after  enactment. 

New  variable-interest  obligations 

Section  303(a)  amends  section  201(d)  of  the  Social  Security  Act  to 
provide  that  the  Managing  Trustee  of  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  and  the  Federal  Disability  Insur- 
ance Trust  Fund  shall  invest  such  portion  of  the  trust  funds  as  is 
not  required  to  meet  current  withdrawals  in  public  debt  obligations 
which  shall  be  issued  exclusively  for  the  trust  funds  and  shall  be 
redeemable  at  par  plus  accrued  interest  at  any  time.  The  amended 
subsection  further  provides  that  such  obligations  shall  bear  interest 
in  any  month  (including  the  month  of  issue)  at  a  rate,  rounded  to 
the  nearest  one-eighth  of  1  percent  equivalent  to  the  higher  of  (1) 
the  average  market  yield  over  the  preceding  month  on  all  marketa- 
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ble  interest-bearing  Federal  obligations  (other  than  ''flower  bonds") 
then  forming  part  of  the  public  debt  which  have  maturities  of  more 
than  4  years  or  (2)  the  average  market  yield  over  the  preceding 
month  on  similar  obligations  which  have  maturities  of  4  years  or 
less.  The  amended  subsection  also  defines  the  term  ''flower  bond" 
to  be  a  United  States  Treasury  bond  issued  before  May  4,  1971  that 
may  be  redeemed  at  par  in  advance  of  maturity  upon  the  death  of 
the  holder  of  the  obligation  for  the  purpose  of  payment  of  estate 
taxes. 

Section  303(b)  of  the  bill  amends  section  1817(c)  of  the  Social  Se- 
curity Act  to  establish  investment  requirements  for  the  Federal 
Hospital  Insurance  Trust  Fund  identical  with  those  established  in 
section  303(a)  of  the  bill  for  the  Federal  Old-Age  and  Survivors  In- 
surance Trust  Fund  and  the  Federal  Disability  Insurance  Trust 
Fund. 

Section  303(c)  of  the  bill  amends  section  1841(c)  of  the  Social  Se- 
curity Act  to  establish  investment  requirements  for  the  Federal 
Supplementary  Medical  Insurance  Trust  Fund  identical  with  those 
established  in  section  303(a)  of  the  bill  for  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  and  the  Federal  Disability  Insur- 
ance Trust  Fund. 

Transition  to  new  investment  procedures 

Section  303(d)  provides  that  at  the  time  the  amendments  made 
by  section  303  of  the  bill  become  effective,  the  Secretary  of  the 
Treasury  shall  redeem  at  par  plus  accrued  interest  all  outstanding 
obligations  issued  exclusively  to  the  four  trust  funds,  shall  redeem 
at  market  rates  all  "flower  bonds"  and  shall  reinvest  all  proceeds 
from  the  redemptions  as  set  forth  in  subsections  303(a),  (b)  and  (c) 
of  the  bill.  Section  303(d)  further  provides  that  any  marketable  ob- 
ligations, other  than  "flower  bonds",  shall  be  held  by  the  trust 
funds  until  maturity  unless  the  assets  thereof  are  needed  to  meet 
benefit  obligations.  In  addition,  section  303(d)  repeals  sections 
2()2(e),  1817(d)  and  1841(d)  of  the  Social  Security  Act,  which  deal 
with  current  trust  fund  redemption  procedures. 

Section  303(e)  of  the  bill  amends  sections  201(c),  1817(b)  and 
1841(b)  of  the  Social  Security  Act  to  require  that  the  annual  re- 
ports of  the  Boards  of  Trustees  of  the  trust  funds  shall  include  an 
actuarial  opinion  by  the  Chief  Actuary  of  the  Social  Security  Ad- 
ministration certifying  that  the  techniques  and  methodologies  used 
are  generally  accepted  within  the  actuarial  profession  and  that  the 
assumptions  and  cost-estimates  used  are  reasonable. 

This  section  also  provides  that  the  1983  annual  reports  of  the 
Boards  of  Trustees  of  the  trust  funds,  notwithstanding  sections 
201(c)(2),  1817(b)(2)  and  1841(b)(2)  of  the  Social  Security  Act,  may  be 
filed  at  any  time  not  later  than  45  days  after  the  date  of  enact- 
ment. 

Effective  date 

Section  303(f)  provides  that  the  amendments  made  by  this  section 
shall  take  effect  on  the  first  day  of  the  first  month  which  begins 
more  than  30  days  after  the  date  of  enactment. 
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Section  SO4.  Budgetary  treatment  of  trust  fund  operations 

Section  304  of  the  bill  provides  for  adding  a  new  section  710  to 
title  VII  of  the  Social  Security  Act  relating  to  budgetary  treatment 
of  Social  Security  trust  fund  operations. 

Section  304(a)(1)  adds  a  new  section  710  to  the  Social  Security 
Act  which  provides  that  the  disbursement  of  the  Federal  Old-Age 
and  Survivors  Insurance  Trust  Fund,  the  Federal  Disability  Insur- 
ance Trust  Fund,  the  Federal  Hospital  Insurance  Trust  Fund  and 
the  Federal  Supplementary  Medical  Insurance  Trust  Fund  shall  be 
treated  as  a  separate  major  functional  category  in  the  budget  of 
the  United  States  Government  as  submitted  by  the  President  and 
in  the  congressional  budget,  and  the  receipts  of  such  Trust  Funds, 
including  the  taxes  imposed  under  sections  1401,  3101  and  3111  of 
the  Internal  Revenue  Code  of  1954,  shall  be  set  forth  separately  in 
such  budgets. 

Paragraph  (2)  of  section  304(a)  of  the  bill  provides  that  the 
amendment  made  by  paragraph  (1)  shall  apply  with  respect  to 
fiscal  years  beginning  on  or  after  December  1,  1984,  and  ending  on 
or  before  September  30,  1988,  except  that  such  amendment  shall 
apply  to  the  fiscal  year  beginning  on  October  1,  1983,  to  the  extent 
that  it  relates  to  the  congressional  budget. 

Section  304(b)  amends  section  710  for  fiscal  years  beginning  on  or 
after  October  1,  1988,  to  provide  that  the  receipts  and  the  disburse- 
ments of  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund, 
the  Federal  Disability  Insurance  Trust  Fund  and  the  Federal  Hos- 
pital Insurance  Trust  Fund  and  the  taxes  imposed  under  sections 
1401,  3101  and  3111  of  the  Internal  Revenue  Code  of  1954  shall  not 
be  included  in  the  totals  of  the  budget  of  the  United  States  Govern- 
ment as  submitted  by  the  President  and  in  the  congressional 
budget  and  shall  be  exempt  from  any  general  budget  limitation  im- 
posed by  statute  on  expenditures  and  net  lending  (budget  outlays) 
of  the  United  States  Government. 

Subsection  (b)  of  the  amended  section  710  further  provides  that 
the  disbursements  of  the  Federal  Supplementary  Medicare  Insur- 
ance Trust  Fund  shall  be  treated  as  a  separate  major  functional 
category  in  the  budget  of  the  United  States  Government  as  submit- 
ted by  the  President  and  in  the  congressional  budget,  and  the  re- 
ceipts of  such  Trust  Fund  shall  be  set  forth  separately  in  such 
budgets. 

Section  311.  Divorced  husbands 

Section  311  of  the  bill  provides  benefits  based  on  a  retired,  dis- 
abled, or  deceased  woman's  Social  Security  earnings  record  for  a  di- 
vorced husband  or  surviving  divorced  husband  on  the  same  basis  as 
benefits  are  now  provided  for  women  in  like  circumstances. 

Section  311(a)(1)  of  the  bill  amends  section  202(c)(1)  of  the  Act, 
which  provides  husband's  insurance  benefits  based  on  a  retired  or 
disabled  woman's  Social  Security  earning's  record,  to  provide  bene- 
fits for  the  divorced  husband  age  62  or  over  of  a  retired  or  disabled 
worker. 

Section  311(a)(2)  of  the  bill  further  amends  section  202(c)(1)  of  the 
Act  by  adding  a  new  subparagraph  (C)  which  provides  that  a  di- 
vorced husband  (like  a  divorced  wife)  must  not  be  married  at  the 
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time  he  applies  for  benefits  in  order  to  become  entitled  to  benefits 
based  on  his  former  wife's  earnings.  This  section  also  provides  that 
benefits  for  a  husband  or  divorced  husband  shall  terminate  in  the 
same  situations  as  benefits  for  wives  and  divorced  wives  are  termi- 
nated. 

Section  311(a)(3)  of  the  bill  makes  a  conforming  change  in  section 
202(c)(3)  of  the  Act  to  provide  that,  except  that,  except  as  provided 
in  section  202(q)  of  the  Act,  the  amount  of  a  divorced  husband's 
monthly  benefit  shall  be  equal  to  one-half  the  primary  insurance 
amount  of  his  former  wife. 

Section  311(a)(4)  of  the  bill  further  amends  section  202(c)  of  the 
Act  by  adding  a  new  paragraph  (4)  to  provide  that  the  entitlement 
to  benefits  or  a  divorced  husband  shall  not  be  terminated  by  reason 
of  his  marriage  to  a  woman  receiving  benefits  as  an  adult  disabled 
child,  a  divorced  wife,  a  widow,  a  mother,  or  a  parent,  as  is  now  the 
case  for  divorced  wives. 

Section  311(a)(5)  of  the  bill  further  amends  section  202(c)  of  the 
Act  to  make  reference  to  divorced  husbands  as  well  as  husbands. 

Section  311(a)(6)  of  the  bill  amends  section  202(b)(3)(A)  of  the  Act, 
which  allows  continuation  of  benefits  for  divorced  wives  who  marry 
certain  other  Social  Security  beneficiaries,  to  provide  that  an  indi- 
vidual's entitlement  to  benefits  as  a  divorced  wife  shall  not  be  ter- 
minated by  reason  of  her  marriage  to  a  person  receiving  benefits  as 
a  divorced  husband. 

Section  311(a)(7)  of  the  bill  makes  a  conforming  change  in  section 
202(c)(1)(D)  of  the  Act. 

Section  311(a)(8)  of  the  bill  makes  a  conforming  change  in  section 
202(d)(5)(A)  of  the  Act. 

Section  311(b)(1)  of  the  bill  amends  section  202(f)(1)  of  the  Act, 
which  provides  widower's  insurance  benefits  based  on  a  deceased 
woman's  Social  Security  earnings  record,  to  provide  widow's  insur- 
ance benefits  for  the  surviving  divorced  husband,  age  60  or  over,  of 
a  deceased  worker. 

Sections  311(b)  (2),  (3),  and  (4)  of  the  bill  make  conforming 
changes  in  section  202(f)  (widower's  insurance  benefits)  of  the  Act 
to  add  references  to  a  surviving  divorced  husband  to  such  section 
as  it  currently  applies  to  a  widower. 

Sections  311(b)(5)  and  (6)  of  the  bill  amend  sections  section 
202(g)(3)(A),  and  202(h)(4)(A)  of  the  Act,  respectively,  to  provide  that 
an  individual's  entitlement  to  benefits  as  a  widow,  mother  or 
parent  shall  not  be  terminated  by  reason  of  her  marriage  to  a 
person  receiving  benefits  as  a  divorced  husband. 

Section  311(c)(1)  of  the  bill  amends  section  216(d)  of  the  Act  to 
define  the  terms  ''divorced  husband"  and  ''surviving  divorced  hus- 
band" as  a  man  divorced  from  a  retired  or  disabled  worker,  or  from 
an  individual  who  has  died,  but  only  if  he  was  married  to  such  in- 
dividual for  10  years  immediately  before  the  divorce.  The  definition 
and  duration-of-marriage  requirement  are  equivalent  to  the  cur- 
rent definition  of  the  requirement  for  a  divorced  wife  and  surviving 
divorced  wife  in  section  216(d). 

Section  311(c)(2)  of  the  bill  amends  the  heading  of  section  216(d) 
of  the  Act  by  changing  it  from  "Divorced  Wives;  Divorce"  to  "Di- 
vorced Spouses;  Divorce." 
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Section  311(d)(1)  of  the  bill  amends  section  205(b)  of  the  Act, 
which  relates  to  the  procedural  rights  of  individuals  applying  for 
benefits,  to  make  a  conforming  change  to  add  divorced  husbands 
and  surviving  divorced  husbands  to  the  list  of  individuals  who  may 
request  a  hearing. 

Section  311(d)(2)  of  the  bill  amends  section  205(c)(1)(C)  of  the  Act 
to  make  a  conforming  change  by  including  a  surviving  divorced 
husband  in  the  definition  of  a  ''survivor." 

Section  312.  Remarriage  of  surviving  spouse  before  age  of  eligibility 

Section  312  of  the  bill  amends  section  202(f)(1)(A)  of  the  Act  to 
strike  out  the  requirement  for  entitlement  to  widower's  insurance 
benefits  that  a  widower  must  not  have  remarried  before  age  60  and 
to  require  instead  that  he  be  unmarried  at  the  time  he  applies  for 
benefits,  as  is  now  the  case  for  widow's  benefits. 

Section  313.  Illegitimate  children 

Section  313  of  the  bill  provides  that  an  illegitimate  child's  status 
for  purposes  of  entitlement  to  child's  insurance  benefits  shall  be  de- 
termined with  respect  to  the  child's  mother  in  the  same  way  as  it 
is  now  determined  with  respect  to  the  child's  father.  The  section 
amends  the  Social  Security  Act  to  conform  with  a  1974  Supreme 
Court  decision  in  Jiminez  v.  Weinberger,  which  privides  that  cer- 
tain illegitimate  children  can  be  entitled  to  benefits  based  on  a  dis- 
abled worker's  earnings  if  the  relationship  and/or  living  with  or 
support  requirements  in  the  statute  are  met  at  the  time  the  child 
applies  for  benefits  instead  of  before  the  worker  becomes  disabled. 
The  section  also  makes  similar  changes  with  respect  to  children  of 
retired  workers,  who  are  not  covered  by  the  Court's  decision. 

Section  313(a)  of  the  bill  amends  section  216(h)(3)  of  the  Act  to 
provide  that  a  woman's  illegitimate  child  who  cannot  inherit  from 
her  under  applicalbe  intestate  property  law  and  who  cannot  be 
deemed  to  be  her  child  for  such  purposes  under  other  provisions  of 
such  section  216(h)(3)  shall  nevertheless  be  deemed  to  be  her  child 
for  Social  Security  benefit  purposes  if  the  woman  has  been  decreed 
by  a  court  to  be  the  child's  mother,  or,  alternatively,  the  woman  is 
shown  by  evidence  satisfactory  to  the  Secretary  of  Health  and 
Human  Services  to  be  the  child's  mother  and  was  living  with  the 
child  or  contributing  to  the  child's  support  at  the  time  the  child  ap- 
plies for  benefits. 

Section  313(b)  of  the  bill  amends  section  216(h)(3)(A)(ii)  of  the  Act 
to  provide,  in  the  case  of  a  child  of  a  retired  worker,  that  the  living 
with  or  support  requirements  be  met  at  the  time  the  child  applies 
for  benefits,  rather  than  at  the  time  the  worker  becomes  entitled 
or  reaches  age  65  as  under  present  law. 

Section  313(c)  of  the  bill  amends  section  (h)(3)(B)(ii)  of  the  Act  to 
provide  that,  in  the  case  of  a  child  of  a  disabled  worker,  the  living 
with  or  support  requirement  be  met  at  the  time  the  child  applies 
for  benefits,  rather  than  at  the  time  of  the  worker's  period  of  dis- 
ability began  as  under  present  law. 

Section  313(d)  of  the  bill  further  conforms  section  316(h)(3)  to  pro- 
vide that  a  child  may  be  entitled  to  benefits  under  this  section 
based  on  the  earnings  of  either  a  male  and  female  parent. 
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Section  314-  Transitional  insured  status 

Section  314  of  the  bill  amends  section  227  of  the  Social  Security 
Act,  which  provides  benefits  for  certain  people  who  do  not  meet  the 
regular  insured  status  requirements,  to  provide  benefits  for  hus- 
bands and  widowers  where,  under  comparable  circumstances,  bene- 
fits are  paid  under  present  law  to  wives  and  widows. 

Section  314(a)  of  the  bill  aAiends  section  227(a)  of  the  Act  to  pro- 
vide for  the  payment  of  benefits  to  husbands. 

Section  314(b)  of  the  bill  amends  sections  227(b)  and  227(c)  of  the 
Act  to  provide  for  the  payment  of  benefits  to  widowers. 

Section  314(c)  of  the  bill  amends  section  216  of  the  Act  to  provide 
a  new  subsection  216(a),  which  defines  ''spouse"  as  a  husband  or  a 
wife  as  defined  in  subsection  216(b)  or  (f),  respectively,  and  "surviv- 
ing spouse"  as  a  widow  or  widower  as  defined  in  subsection  216(c) 
or  (g),  respectively. 

Section  315.  Equalization  of  benefits  under  section  228 

Section  315  of  the  bill  amends  section  228  of  the  Social  Security 
Act,  which  provides  special  payments  for  certain  uninsured  individ- 
uals, to  provide  that  where  both  members  of  a  couple  are  eligible 
for  benefits  under,  section  228  the  wife  will  get  an  amount  equal  to 
the  full  payment  that  the  husband  now  gets,  rather  than  an 
amount  equal  to  one-half  of  that  amount  as  under  present  law. 

Section  315(a)  of  the  bill  eliminates  the  provisions  in  section 
228(b)  of  the  Act  which  provide  that  where  a  husband  and  a  wife 
are  both  eligible  for  a  benefit  under  section  228,  the  amount  pay- 
able to  the  wife  shall  be  one-half  the  amount  payable  to  the  hus- 
band. Thus,  the  full  benefit  amount  will  be  payable  to  each 
member  of  the  couple. 

Section  315(b)  of  the  bill  amends  section  228(c)(2)  of  the  Act  to 
provide  that  where  only  one  member  of  a  couple  is  entitled  to  a 
benefit  under  this  section  and  the  other  member  is  eligible  for  a 
governmental  pension,  the  full  benefit  payable  under  this  section 
will  be  reduced  by  the  amount  that  the  other  member's  govern- 
mental pension  exceeds  the  full  benefit  amount  (rather  than  50 
percent  of  that  amount)  determined  under  this  section. 

Section  315(c)  of  the  bill  amends  section  228(c)(3)  of  the  Act  to 
provide  that  where  both  members  of  a  couple  are  entitled  to  bene- 
fits under  this  section  and  the  husband  is  eligible  for  a  governmen- 
tal pension,  the  benefit  payable  to  the  husband  will  be  reduced  by 
the  amount  of  his  governmental  pension.  Then  the  benefit  of  his 
wife  will  be  reduced  by  the  amount,  if  any,  that  the  husband's  gov- 
ernmental pension  exceeds  the  full  amount  of  her  benefit  deter- 
mined under  this  section.  If  the  wife  is  eligible  for  a  governmental 
pension,  the  benefit  of  her  husband  determined  under  this  section 
will  be  similarly  reduced. 

Section  315(d)  of  the  bill  further  amends  section  228  of  the  Act  by 
substituting  pronouns  referring  to  both  male  and  female  genders 
for  pronouns  referring  to  the  male  gender  only,  wherever  they 
appear. 

Section  315(e)  of  the  bill  provides  that  the  Secretary  will  increase 
the  benefit  amounts  specified  in  section  228  of  the  Social  Security 
Act  to  take  account  of  any  general  benefit  increases  enacted  or 
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cost-of-living  adjustments  provided  under  section  215(i)  which  have 
occurred  since  June  1974  or  will  occur  in  the  future. 

Section  SI 6.  Father's  benefits 

Section  316  of  the  bill  provides  benefits  based  on  a  retired,  dis- 
abled or  deceased  woman's  Social  Security  earnings  record  for  a 
husband,  divorced  husband,  widower,  or  surviving  divorced  father 
caring  for  a  minor  or  disabled  child  beneficiary  on  the  same  basis 
as  benefits  are  provided  for  women  in  the  like  circumstances. 

Section  316(a)  of  the  bill  amends  section  202(g)  of  the  Act  to  pro- 
vide father's  insurance  benefits  based  on  a  deceased  worker's  Social 
Security  earnings  record  for  a  widower  or  surviving  divorced  father 
caring  for  a  minor  or  disabled  child  beneficiary  on  the  same  basis 
as  are  now  provided  for  women. 

Section  316(b)  of  the  bill  changes  the  heading  of  section  202(g)  of 
the  Act  from  "Mother's  Insurance  Benefits"  to  "Mother's  and  Fa- 
ther's Insurance  Benefits". 

Section  316(c)  of  the  bill  amends  section  216(d)  of  the  Act  (as 
amended  by  section  311(c)(1)  of  this  bill)  to  provide  definitions  of 
"surviving  divorced  father"  and  "surviving  divorced  parent."  A 
surviving  divorced  father  is  defined  as  a  man  divorced  from  an  in- 
dividual who  has  died  if  (a)  he  is  the  father  of  her  son  or  daughter, 
or  (b)  he  legally  adopted  her  son  or  daughter,  or  (c)  she  legally 
adopted  his  son  or  daughter  while  he  was  married  to  her  and  while 
the  son  or  daughter  was  under  age  18,  or  (d)  he  was  married  to  her 
at  the  time  both  of  them  legally  adopted  a  child  under  age  18.  A 
surviving  divorced  parent  is  defined  as  either  a  surviving  divorced 
mother  or  surviving  divorced  father. 

Section  316(d)  of  the  bill  makes  a  conforming  change  in  section 
202(c)(1)  of  the  Act  (as  amended  by  section  (311(a)  of  this  bill)  in  the 
nature  of  a  cross  reference  to  section  202(s)  of  the  Act  to  provide 
that  a  man  may  not  be  entitled  to  husband's  insurance  benefits 
before  age  62  where  the  only  entitled  child  he  has  in  his  care  is 
over  age  16  and  is  not  disabled. 

Section  316(e)  of  the  bill  amends  section  202(c)(1)(B)  of  the  Act  to 
provide  that  a  retired  or  disabled  worker's  husband  under  age  62 
who  is  caring  for  an  entitled  child  beneficiary  may  qualify  for  hus- 
band's insurance  benefits. 

Section  316(f)  of  the  bill  amends  section  202(c)(1)  of  the  Act  (as 
amended  by  section  311(a)  of  the  bill)  to  provide  that  husband's  in- 
surance benefits  will  terminate  when  a  man  under  age  62  is  no 
longer  caring  for  an  entitled  child  beneficiary  who  has  not  attained 
age  16  and  is  not  disabled. 

Section  316(g)  of  the  bill  amends  section  202(f)(1)(C)  of  the  Act  to 
provide  for  automatic  conversion  from  father's  insurance  benefits 
to  widower's  insurance  benefits  at  age  65. 

Section  316(h)  of  the  bill  makes  a  conforming  change  in  section 
202(f)(5)  of  the  Act  (as  redesignated  by  section  131(b)(3)(A)  of  the 
bill)  to  add  an  84-month  period  after  entitlement  to  father's  bene- 
fits ends  as  an  additional  period  of  time  during  which  a  widower's 
disability  may  begin.  This  additional  period  of  time  is  available  to 
widows  under  present  law. 
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Section  317.  Effect  of  marriage  on  childhood  disability  benefits  and 
on  other  dependent's  or  dependent  survivor's  benefits 

Section  317  of  the  bill  amends  section  202  of  the  Social  Security 
Act  to  provide  in  certain  cases  that  the  termination  of  a  male  indi- 
vidual's entitlement  to  benefits  based  on  a  disability  shall  not 
cause  his  spouse's  entitlement  to  dependent's  or  survivor's  benefits 
to  be  terminated. 

Section  317(a)  strikes  out  that  part  of  section  202(d)(5)  of  the  Act 
that  provides  for  the  termination  of  benefits  to  a  female  childhood 
disability  beneficiary  married  to  a  childhood  disability  or  disabled 
worker  beneficiary  whose  benefits  are  terminated  because  he  recov- 
ers or  engages  in  substantial  gainful  work.  (Present  law  includes 
no  provision  for  terminating  the  benefits  of  a  male  childhood  dis- 
ability beneficiary  under  similar  circumstances.)  Subsection  (a)  also 
amends  sections  101(b)(3),  202(e)(3),  202(g)(3)  and  202(h)(4)  to  provide 
for  continuing  the  wife's,  widow's  or  parent's  insurance  benefits  of 
a  woman  married  to  a  childhood  disability  beneficiary  whose  bene- 
fits are  terminated  because  he  recovers  or  engages  in  substantial 
gainful  work. 

Section  317(b)  of  the  bill  provides  that  the  amendment  made  by 
subsection  (a)  shall  be  effective  for  terminations  in  months  after 
the  month  of  enactment. 

Section  318.  Credit  for  certain  military  service 

Section  318  of  the  bill  amends  section  217(f)  of  the  Social  Security 
Act  to  extend  its  provisions  to  widowers.  Under  the  present  section 
217(f),  widows  and  children  (but  not  widowers)  may  waive  the  right 
to  a  civil  service  survivor's  authority  and  instead  receive  credit  for 
military  service  prior  to  1957  in  determining  eligibility  for,  or  the 
amount  of,  Social  Security  survivors'  benefits. 

Section  319.  Conforming  amendments 

Section  319(a)  of  the  bill  amends  section  202(b)(3)(A)  of  the  Act 
(as  amended  by  section  311(a)(6)  of  the  bill),  to  provide  that  the  en- 
titlement to  benefits  of  a  divorced  wife  shall  not  be  terminated  by 
reason  of  her  marriage  to  a  man  entitled  to  father's  insurance 
benefits. 

Section  319(b)  of  the  bill  amends  section  202(q)(3)  of  the  Act  to 
provide  that  the  old-age  or  disability  insurance  benefits  of  a  surviv- 
ing divorced  husband  shall  be  reduced  to  take  account  of  his  prior 
receipt  of  reduced  survivor's  benefits. 

Section  319(c)  of  the  bill  amends  section  202(q)(5)  of  the  Act  to 
provide  that  the  benefits  of  a  husband  or  widower  shall  not  be  ac- 
tuarially reduced  for  any  month  in  which  he  has  a  child  under  age 
16  in  his  care. 

Section  319(d)(1)  of  the  bill  amends  section  202(q)(6)(A)  of  the  Act 
(as  amended  by  section  134(a)(2)  of  this  bill)  to  extend  to  an  individ- 
ual entitled  to  husband's  insurance  benefits  present-law  provisions 
relating  to  certificates  of  election  to  receive  actuarially  reduced 
benefits  to  a  spouse  who  has  an  entitled  minor  or  disabled  child 
beneficiary  in  his  or  her  care. 

Section  319(d)(2)  amends  section  202(q)(7)  to  provide  that  a  hus- 
band or  widower  (like  a  wife  or  widow)  who  gets  reduced  benefits 
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because  he  elected  to  receive  benefits  before  he  reached  age  65  to 
adjust  the  reduction  period  subsequently  to  take  account  of  months 
the  worker's  child  was  in  his  or  her  care. 

Section  319(e)(1)  of  the  bill  amends  section  202(s)(l)  of  the  Act  by 
providing  a  reference  to  section  202(c)(1)  of  the  Act  (as  amended  by 
section  316(d)  of  this  bill)  to  preclude  entitlement  of  a  man  to  hus- 
band's insurance  benefits  before  age  62  where  the  only  entitled 
child  he  has  in  his  care  is  over  age  16  and  not  disabled. 

Section  319(e)(2)  of  the  bill  amends  section  202(s)(2)  of  the  Act  by 
providing  a  reference  to  section  202(c)(4)  (as  amended  by  section 
311(a)(4)  of  this  bill)  to  provide  that  the  entitlement  to  benefits  of  a 
divorced  husband  shall  not  terminate  bv  reason  of  his  marriage  to 
a  person  age  18  or  over  entitled  to  child  s  insurance  benefits  only  if 
the  child  was  under  a  disability. 

Section  319(e)(3)  of  the  bill  amends  section  202(s)(3)  of  the  Act  (as 
amended  by  section  131(c)(2)  of  this  bill)  by  including  references  to 
subsection  202(c)(4)  (as  added  by  section  311(a)(4)  and  amended  by 
section  317(a)  of  the  bill)  and  subsection  202(f)(4)  (as  amended  by 
sections  311(f)(5)  and  317(b)  of  the  bill)  to  provide  that  for  certain 
beneficiaries,  marriage  to  a  childhood  disability  beneficiary  shall  be 
deemed  not  to  have  occurred. 

Section  319(f)  of  the  bill  amends  section  203(b)  (as  amended  by 
section  132(b)  of  the  Act)  of  the  Act  by  inserting  a  reference  to  fa- 
ther's benefits  to  provide  for  deductions  on  account  of  earnings  of 
his  retired-worker  spouse. 

Section  319(g)  of  the  bill  amends  section  203(c)  of  the  Act  to  in- 
clude husbands  and  fathers  in  the  provision  that  authorizes  the 
Secretary  to  make  deduction  from  benefits  on  account  of  failure  to 
have  a  child  in  his  care  and  in  the  provision  for  deductions  from 
benefits  on  account  of  noncovered  work  outside  the  United  States. 

Section  319(h)  of  the  bill  amends  section  203(d)  of  the  Act  to  au- 
thorize deductions  from  the  benefits  of  a  man  getting  benefits  as  a 
divorced  husband  or  widower  getting  father's  insurance  benefits 
who  is  married  to  a  retired  worker  engaged  in  noncovered  work 
outside  the  United  States,  where  such  deductions  are  now  author- 
ized for  female  beneficiaries  in  similar  circumstances. 

Section  319(i)(l)  of  the  bill  amends  section  205(b)  of  the  Act  (as 
amended  by  section  311(d)(1)  of  the  bill),  as  it  relates  to  the  proce- 
dural rights  of  indivudals  applying  for  benefits,  to  include  surviv- 
ing divorced  fathers  among  the  individuals  who  can  request  a  hear- 
ing. 

Section  319(i)(2)  of  the  bill  amends  section  205(c)(1)(C)  of  the  Act 
(as  amended  by  section  311(d)(2)  of  the  bill)  to  include  a  surviving 
divorced  father  in  the  definition  of  "survivor"  for  purposes  of  the 
provisions  of  section  205(c)  that  relate  to  informing  an  individual  or 
his  survivor  of  the  amounts  of  such  individual's  wages  and  self-em- 
ployment income,  and  of  the  periods  during  which  such  wages  were 
paid  and  such  income  was  derived,  shown  in  records  maintained  by 
the  Secretary 

Section  319(j)  and  (k)  of  the  bill  amend  sections  216(f)(3)(A)  and 
216(g)(6)(A)  of  the  Act,  respectively  to  allow  a  man  who  was  enti- 
tled or  potentially  entitled  to  husband's  insurance  benefits  based 
on  the  earnings  of  his  former  wife  in  the  month  before  his  mar- 
riage to  another  individual  not  to  have  to  meet  the  1-year  duration- 
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of-marriage  requirement  for  husband's  insurance  benefits  based  on 
such  other  individual's  earnings. 

Section  319(1)  of  the  bill  amends  section  222(b)(1)  of  the  Act  to 
provide  for  deductions  from  the  benefits  of  a  disabled  surviving  di- 
vorced husband  under  age  60  who  refuses  to  accept  rehabilitation 
services,  as  is  now  true  for  other  such  disabled  dependents. 

Section  319(m)  of  the  bill  amends  section  222(b)(2)  of  the  Act  to 
authorize  deductions  from  the  benefits  of  a  man  entitled  to  father's 
insurance  benefits  who  is  married  to  a  disability  insurnace  benefi- 
ciary if  she  refuses  to  accept  rehabilitation  services  and  has  deduc- 
tions made  from  her  benefits  (as  is  now  true  for  mother's  insurance 
benefits). 

Section  319(n)  of  the  bill  amends  section  222(b)(3)  of  the  Act  to 
authorize  deductions  from  the  benefits  of  a  man  getting  benefits  as 
a  divorced  husband  based  on  the  earnings  of  a  disability  insurance 
beneficiary  if  she  refuses  to  accept  rehabilitation  services  and  has 
deductions  made  from  her  benefits  (as  is  now  true  for  other  such 
dependent  beneficiaries). 

Section  319(o)  of  the  bill  amends  section  223(d)(2)  of  the  Act  to 
make  the  definition  of  disability  for  widows,  surviving  divorced 
wives  and  widowers,  in  present  law  also  apply  to  surviving  divorced 
husbands. 

Section  319(p)  of  the  bill  amends  section  225  of  the  Act  to  extend 
the  Secretary's  authority  to  suspend  benefits  of  a  surviving  di- 
vorced husband  who  is  receiving  benefits  based  on  disability  if  he 
believes  that  a  person  is  no  longer  under  a  disability,  (as  is  now  the 
case  for  other  benefits  based  on  disability). 

Section  319(q)(l)  of  the  bill  amends  section  226(e)(3)  of  the  Act  to 
provide  that,  for  purposes  of  entitlement  to  hospital  insurance 
benefits,  a  person  entitled  to  father's  insurance  benefits  will  be 
deemed  to  have  filed  for  disabled  widower's  benefits  on  the  basis  of 
his  application  for  hospital  insurance  benefits,  in  the  same  manner 
as  persons  entitled  to  mother's  insurance  benefits  may  not  be 
deemed  to  have  filed  for  disabled  widow's  benefits. 

Section  319(q)(2)  of  the  bill  amends  section  226(e)(3)  of  the  Act  to 
provide  that,  for  purposes  of  determining  an  individual's  entitle- 
ment of  hospital  insurance  benefits  under  the  preceding  section,  an 
individual  will,  upon  furnishing  proof  of  disability  within  12 
months  after  enactment,  be  deemed  to  have  been  entitled  to 
widow's  or  widower's  benefits  as  of  the  time  they  would  have  been 
entitled  if  timely  application  had  been  made. 

Section  320.  Effective  date 

Section  320(a)  provides  that,  except  as  otherwise  provided,  part  B 
of  title  III  of  the  bill  shall  be  effective  with  respect  to  Social  Secu- 
rity benefits  payable  for  months  after  the  month  of  enactment.  Sec- 
tion 320(b)  provides  that  nothing  in  any  amendment  made  under 
part  B  shall  affect  benefits  paid  prior  to  enactment  as  a  result  of  a 
court  decision  (i.e.,  benefits  for  divorced  husbands;  surviving  di- 
vorced husbands;  remarriage  of  a  widower  before  attaining  age  60; 
and  benefits  for  young  fathers,  young  surviving  divorced  fathers 
and  husbands  caring  for  child  beneficiaries). 
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Section  321.  Coverage  of  employees  of  foreign  affiliates  of  American 
employers 

Section  321(a)(1)  of  the  bill  amends  section  3121(1)(1)  of  the  Inter- 
nal Revenue  Code  of  1954  (which  provides  that  a  domestic  corpora- 
tion may  enter  into  an  agreement  with  the  Secretary  of  the  Treas- 
ury to  permit  Social  Security  coverage  of  U.S.  citizens  working 
abroad  for  a  foreign  corporation  which  is  a  subsidiary  of  the  domes- 
tic corporation)  to  provide  that  (1)  coverage  shall  also  be  provided 
for  U.S.  residents,  and  (2)  that  any  American  employer,  not  just  a 
corporation  may  enter  into  such  agreement. 

Section  321(a)(2)  of  the  bill  amends  section  3121(1)(8)  of  the  Code 
(defining  ''foreign  subsidiary")  to  define  a  foreign  affiliate  of  an 
American  employer  as  any  foreign  entity  (not  just  a  foreign  corpo- 
ration) in  which  such  American  employer  has  not  less  than  a  10 
percent  interest.  The  bill  further  provides  that  an  American  em- 
ployer has  a  10  percent  interest  in  any  entity  if  the  employer  has 
such  interest  directly  (or  through  one  or  more  entities):  (1)  in  the 
case  of  a  corporation,  in  the  voting  stock  thereof,  and,  (2)  in  the 
case  of  any  other  entity,  in  the  profits  thereof. 

Section  321(b)  of  the  bill  amends  clause  (B)  of  section  210(a)  of 
the  Social  Security  Act  (defining  ''employment")  to  conform  to  the 
amendment  made  by  section  321(a)(1)  of  the  bill. 

Section  321(c)  of  the  bill  amends  section  406(a)  of  the  Code  (relat- 
ing to  treatment  of  certain  employees  of  foreign  subsidiaries  for 
pension,  profit-sharing  and  stock  bonus  purposes)  to  extend  its  pro- 
visions to  U.S.  residents  working  abroad  for  a  foreign  affiliate  of  an 
American  employer. 

Section  321(d)  of  the  bill  amends  section  407(a)  of  the  Code  (relat- 
ing to  certain  employees  of  domestic  subsidiaries  engaged  in  busi- 
ness outside  the  United  States)  to  extend  its  provisions  to  U.S.  resi- 
dents who  are  employees  of  domestic  subsidiaries  engaged  in  busi- 
ness outside  the  United  States. 

Section  321(e)  of  the  bill  amends  sections  3121(1),  406,  1402(b)  and 
6413(c)  of  the  Code  to  conform  to  the  amendment  made  by  section 
321(a)(1)  of  the  bill. 

Section  321(f)(1)  of  the  bill  provides  that  the  amendments  made 
by  section  321  of  the  bill  (other  than  subsection  (d))  shall  apply  to 
new  agreements  entered  into  after  the  date  of  enactment  or,  at  the 
election  of  any  American  employer,  shall  apply  to  any  agreement 
entered  into  on  or  before  the  date  of  enactment.  Any  such  election 
shall  be  made  in  accordance  with  any  regulations  established  by 
the  Secretary  of  the  Treasury. 

Section  321(f)(2)  of  the  bill  provides  that  the  amendments  made 
by  section  321(d)  shall  apply  to  plans  established  after  the  date  of 
enactment  or,  at  the  election  of  any  domestic  parent  corporation, 
shall  apply  to  any  plan  established  on  or  before  the  date  of  enact- 
ment. Any  such  election  shall  be  made  in  accordance  with  any  reg- 
ulations established  by  the  Secretary  of  the  Treasury. 

Section  322.  Extension  of  coverage  by  international  social  security 
agreement 

Section  322(a)  of  the  bill  provides  that  services  designated  as  em- 
ployment under  an  international  Social  Security  agreement  en- 
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tered  into  under  section  233  of  the  Social  Security  Act  are  covered 
and  taxed  for  Social  Security  purposes. 

Section  322(a)(1)(A)  of  the  bill  makes  a  change  in  section  210(a)  of 
the  Act  to  conform  it  to  the  amendment  made  by  section 
322(a)(1)(B). 

Section  322(a)(1)(B)  of  the  bill  amends  section  210(a)  of  the  Social 
Security  Act  to  add  a  new  clause  (C)  which  provides  that  the  defini- 
tion of  ''employment"  includes  service,  regardless  of  where  or  by 
whom  performed,  which  is  designated  as  employment  or  recognized 
as  equivalent  to  employment  under  an  international  Social  Secu- 
rity agreement. 

Section  322(a)(2)  of  the  bill  amends  section  3121(b)  of  the  Internal 
Revenue  Code  of  1954  to  conform  to  the  amendments  made  by  sec- 
tion 322(a)(1)  of  the  bill. 

Section  322(b)  provides  that  net  earnings  from  self-employment 
derived  by  a  nonresident  alien  individual  are  covered  and  taxed  for 
Social  Security  purposes  as  provided  for  under  an  international 
Social  Security  agreement. 

Section  322(b)(1)  of  the  bill  amends  section  211(b)  of  the  Act  to 
provide  that  the  definition  of  "self-employment  income"  for  Social 
Security  purposes  includes  net  earnings  from  self-employment  de- 
rived by  a  nonresident  alien  individual  as  provided  for  under  an  in- 
ternational Social  Security  agreement. 

Section  322(b)(2)  of  the  bill  amends  section  1402(b)  of  the  Code  to 
conform  to  the  amendment  made  by  section  322(b)(1)  of  the  bill. 

Section  322(c)  of  the  bill  provides  that  the  amendments  made  by 
subsections  (a)  and  (b)  are  effective  for  taxable  years  beginning  on 
or  after  enactment. 

Section  323.  Treatment  of  certain  service  performed  outside  the 
United  States 

Section  323(a)  of  the  bill  provides  that  services  performed  outside 
the  United  States  by  a  U.S.  resident  for  an  American  employer  are 
covered  and  taxed  for  Social  Security  purposes. 

Section  323(a)(1)  of  the  bill  amends  section  3121(b)  of  the  Internal 
Revenue  Code  of  1954  to  provide  that  the  definition  of  ''employ- 
ment" for  Social  Security  tax  purposes  includes  service  performed 
outside  the  United  States  by  U.S.  residents  for  American  employ- 
ers. 

Section  323(a)(2)  of  the  bill  amends  section  210(a)  of  the  Act  to 
provide  that  the  definition  of  "employment"  for  Social  Security 
coverage  purposes  includes  service  performed  outside  the  United 
States  by  U.S.  residents  for  American  employers. 

Section  323(b)  of  the  bill  amends  the  Act  to  provide  that  the  ex- 
clusion from  gross  income  for  income  tax  purposes  of  certain  for- 
eign earned  income  (in  accordance  with  section  911(a)(1)  of  the  In- 
ternal Revenue  Code  of  1954)  shall  not  apply  in  computing  net 
earnings  from  self-employment  for  Social  Security  purposes. 

Section  323(b)(1)  of  the  bill  amends  section  1402(a)(ll)  of  the  Code 
by  providing  that  income  described  in  section  911(a)(1)  of  the  Code 
cannot  be  excluded  from  gross  income  in  computing  net  earnings 
from  self-employment. 

Section  323(b)(2)(A)  of  the  bill  amends  section  211(a)(10)  of  the 
Act  to  provide  that  foreign  earned  income  excluded  under  section 
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911(a)(1)  of  the  Code  shall  not  be  excluded  from  gross  income  in 
computing  net  earnings  from  self-employment  for  Social  Security 
purposes. 

Section  323(b)(2)(B)  of  the  bill  amends  section  211(a)(10)  of  the  Act 
to  provide  that,  with  respect  to  taxable  years  beginning  after  De- 
cember 31,  1981  and  before  January  1,  1984,  an  individual  de- 
scribed in  911(d)(1)(B)  of  the  Code  (a  citizen  or  resident  of  the 
United  States  who  is  present  in  a  foreign  country  during  at  least 
330  full  days  of  any  period  of  12  consecutive  months)  cannot  ex- 
clude foreign  earned  income  from  gross  income  for  purposes  of  de- 
termining net  earnings  from  self-employment  for  purposes  of  Social 
Security  coverage. 

Section  323(c)(1)  of  the  bill  provides  that  the  amendments  made 
by  section  323(a)  of  the  bill  apply  to  remuneration  paid  after  De- 
cember 31,  1983. 

Section  323(c)(2)  of  the  bill  provides  that  the  amendments  made 
by  section  323(b)  of  the  bill  (except  for  the  amendment  made  by  sec- 
tion 323(b)(2)(B))  apply  to  taxable  years  beginning  after  December 
31,  1983. 

Section  32Jf.  Treatment  of  pay  after  age  62  as  wages 

Section  324(a)  of  the  bill  repeals  section  209(i)  of  the  Social  Secu- 
rity Act  which  excludes  from  the  definition  of  wages  for  Social  Se- 
curity purposes  any  payment  (other  than  vacation  or  sick  pay) 
made  to  an  employee  after  the  month  in  which  he  or  she  attains 
age  62  if  the  employee  did  not  work  for  the  employer  in  the  period 
for  whch  such  payment  is  made. 

Section  324(b)  of  the  bill  repeals  section  3121(a)(9)  of  the  Code  to 
conform  to  the  amendment  made  by  section  324(a)  of  the  bill. 

Section  324(c)  of  the  bill  provides  that  the  amendments  made  by 
this  section  apply  with  respect  to  calendar  years  beginning  more 
than  6  months  after  enactment. 

Section  325.  Treatment  of  contributions  under  simplified  employee 
pensions 

Section  325(a)  of  the  bill  amends  section  3121(a)(5)(D)  of  the  Inter- 
nal Revenue  Code  of  1954  by  striking  out  the  reference  to  section 
219  of  the  Code  and  replacing  it  with  a  reference  to  section 
219(b)(2)  of  the  Code,  to  assure  that  the  entire  employee  contribu- 
tion to  a  simplified  employee  pension,  as  defined  in  section  408(k) 
of  the  Code,  is  taxable  for  Social  Security  purposes. 

Section  325(b)  of  the  bill  amends  section  209(e)  of  the  Social  Secu- 
rity Act  by  adding  a  new  paragraph  (5)  which  excludes  from  the 
definition  of  ''wages"  for  Social  Security  coverage  purposes  employ- 
er contributions  to  a  simplified  employee  pension  if,  at  the  time  of 
payment,  it  is  reasonable  to  believe  that  the  employee  will  be  enti- 
tled to  a  deduction  from  adjusted  gross  income  under  219(b)(2)  of 
the  Code  for  such  payment. 

Section  325(c)  of  the  bill  provides  that  the  amendment  made  by 
section  325  shall  apply  to  remuneration  paid  after  December  31, 
1983. 
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Section  326.  Effect  of  changes  in  names  of  State  and  local  employees 
groups  in  Utah 

Section  326(a)  of  the  bill  amends  section  21 8(0)  of  the  Social  Secu- 
rity Act,  which  provides  that  certain  entities  in  Utah  may  be  treat- 
ed as  separate  coverage  groups  with  respect  to  Utah's  coverage 
agreement  with  the  Secretary,  by  adding  at  the  end  thereof  a  new 
sentence  stating  that  the  special  treatment  of  such  entities  is  not 
affected  by  changes  in  the  names  of  the  entities. 

Section  326(b)  of  the  bill  provides  that  the  amendment  applies  to 
name  changes  made  before,  on,  or  after  enactment. 

Section  327.  Effective  dates  of  international  social  security  agree- 
ments 

Section  327(a)  of  the  bill  amends  section  233(e)(2)  of  the  Social  Se- 
curity Act  by  changing  the  congressional  review  period  for  interna- 
tional Social  Security  agreements  from  a  period  during  which  each 
House  of  the  Congress  has  been  in  session  on  each  of  90  days  to  a 
period  during  which  at  least  on  House  of  the  Congress  has  been  in 
session  on  each  of  60  days. 

Section  327(b)  of  the  bill  provides  that  the  amendment  made  by 
section  327(a)  is  effective  upon  enactment. 

Section  328.  Technical  correction  with  respect  to  withholding  of  sick 
pay  of  participants  in  multiemployer  plans 

Section  328(a)  of  the  bill  amends  section  3(d)(2)  of  Pub.  Law  97- 
123  by  adding  a  new  subparagraph  (D).  The  new  subparagraph  pro- 
vides that  a  multiemployer  sick  plan  shall  act,  to  the  extent  pro- 
vided in  regulations,  as  an  agent  of  the  employer  for  whom  a 
worker  normally  renders  services. 

Section  328(b)  of  the  bill  provides  that  the  amendment  is  effec- 
tive with  respect  to  sick  pay  paid  after  June  30,  1983. 

Section  329.  Amounts  received  under  certain  deferred  compensation 
and  salary  reduction  arrangements  treated  as  wages  for  FICA 
taxes 

Section  329(a)  of  the  bill  amends  section  3121  of  the  Internal  Rev- 
enue Code  of  1954  by  adding  a  new  subsection  (v)  which  specifies 
that  nothing  in  section  3121(a),  which  defines  * 'wages"  for  Social 
Security  taxation  purposes,  shall  exclude  ''wages"  from  Social  Se- 
curity taxation  purposes  any  employer  contributions:  (1)  under  a 
qualified  cash  or  deferred  compensation  plan  described  in  section 
401(k)  of  the  Code,  (2)  under  a  cafeteria  plan  described  in  section 
125(d)  of  the  Code  (to  the  extent  an  employee  can  choose  to  receive 
a  cash,  property,  or  other  benefits  that  would  be  taxable  for  Social 
Security  purposes),  or  (3)  for  the  purchase  of  an  annuity  contract 
described  in  section  403(b)  of  the  Code. 

Section  329(b)  of  the  bill  amends  section  209  of  the  Social  Secu- 
rity Act  by  adding  a  new  paragraph  at  the  end  thereof  to  conform 
to  the  amendments  made  by  subsection  (a)  of  the  bill. 
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Section  330.  Codification  of  Rowan  decision  with  respect  to  meals 
and  lodging 

Section  330(aXl)  of  the  bill  amends  section  3121(a)  of  the  Internal 
Revenue  Code  of  1954  by  adding  a  new  paragraph  (19)  which  spe- 
cifically excludes  from  wages  taxable  for  Social  Security  purposes 
the  value  of  an  employee's  meals  or  lodging  furnished  by  or  on 
behalf  of  the  employer  if,  at  the  time  they  are  furnished,  it  is  rea- 
sonable to  believe  that  the  employee  will  be  able  to  exclude  such 
items  from  income  under  section  119  (which  provides  an  exclusion 
from  gross  income  for  the  value  of  meals  and  lodging  furnished  for 
the  convenience  of  employers). 

Section  330(a)(2)  of  the  bill  amends  section  209  of  the  Social  Secu- 
rity Act  by  adding  a  new  subsection  (r)  which  specifically  excludes 
from  covered  wages  for  Social  Security  purposes  the  value  of  an 
employee's  meals  or  lodging  excluded  from  taxation  under  330(a)(1) 
of  the  bill. 

Section  330(b)(1)  of  the  bill  amends  section  3121(a)  of  the  Internal 
Revenue  Code  of  1954  by  adding  a  sentence  after  par^raph  (19)  (as 
added  by  section  330(a)(1)  of  the  bill)  providing  that  regulations  pre- 
scribing exclusions  from  wages  for  income  tax  withholding  pur- 
poses shall  not  be  construed  to  require  a  similar  exclusion  from 
wages  for  Social  Security  taxation  purposes. 

Section  330(b)(2)  of  the  bill  amends  section  209  of  the  Act  by 
adding  a  sentence  after  subsection  (r)  (as  added  by  section  330(a)(2) 
of  the  bill)  providing  that  regulations  prescribing  exclusions  from 
wages  for  income  tax  withholding  purposes  shall  not  be  construed 
to  require  a  similar  exclusion  from  wages  for  Social  Security  cover- 
age purposes. 

Section  331.  Technical  and  conforming  amendments  to  the  maxi- 
mum family  benefit  provisions 

Section  331  of  the  bill  eliminates  the  January  readjustment  of 
the  limit  on  combined  maximum  family  benefits  (CMFB)  that 
occurs  because  of  a  technical  defect  in  the  maximum  family  benefit 
provision  included  in  the  1977  Social  Security  amendments. 

Section  331(aXl)  of  the  bill  amends  section  203(a)(3)(A)(ii)  of  the 
Social  Security  Act  to  restate  that  the  CMFB  limit  is  equal  to  1.75 
times  the  highest  primary  insurance  amount  possible  based  on  the 
contribution  and  benefit  base  for  a  given  year,  and  to  specify  that 
once  the  CMFB  is  computed  for  a  family,  that  limit  will  thereafter 
increase  on  the  basis  of  cost-of-living  increases  alone.  The  year  for 
which  the  CMFB  is  computed  for  a  family  will  be  the  later  of  1983 
or  the  year  the  CMFB  provisions  first  apply.  There  is  a  special  rule 
that  if  the  CMFB  provisions  cease  to  apply  for  a  family  and  then 
subsequently  apply  again,  the  CMFB  limit  will  be  redetermined. 

Section  331(aX2)  of  the  bill  amends  section  203(aX7)  of  the  Act  to 
provide  that  the  new  rules  on  the  CMFB  limit  will  also  apply  to 
CMFB  cases  where  at  least  one  of  the  primary  insurance  amounts 
involved  is  computed  under  the  pre-1977  amendment  provisions 
and  at  least  one  other  is  computed  under  the  post- 1977  amendment 
provisions. 
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Section  331(b)  of  the  bill  corrects  a  cross  reference  to  a  maximum 
family  benefit  provision  to  which  a  conforming  change  should  have 
been  made,  but  was  not,  in  the  1977  amendments. 

Section  331(c)  of  the  bill  provides  that  the  new  rules  on  the 
CMFB  limit  will  be  effective  with  respect  to  payments  made  for 
months  after  December  1983. 

Section  332.  Reduction  from  72  to  70  of  age  beyond  which  no  de- 
layed retirement  credits  can  be  earned 

Section  332  of  the  bill  is  a  technical  amendment  to  make  a  con- 
forming change  in  section  202(w)  of  the  Act  that  increases  Social 
Security  benefits  on  account  of  delayed  retirement — retirement 
after  age  65. 

Section  332(a)  would  lower  from  72  to  70  the  age  beyond  which 
no  further  delayed  retirement  credit  is  available. 

Section  332(b)  provides  that  the  change  would  apply  to  workers 
who  reach  age  70  after  1983.  For  workers  who  reach  age  70  before 
1984,  prior  law  would  apply  except  that  no  delayed  retirement 
credits  would  accrue  for  any  months  after  1983. 

Section  333.  Relaxation  of  insured  status  requirements  for  certain 
workers  previously  entitled  to  a  period  of  disability 

Section  333(a)(1)  of  the  bill  makes  a  conforming  change  in  clause 
(ii)  of  section  216(i)(3)(B)  of  the  Social  Security  Act. 

Section  333(a)(2)  of  the  bill  adds  a  new  clause  (iii)  to  section 
216(i)(3)(B)  of  the  Act  which  extends  the  special  insured  status  test 
described  in  clause  (ii)  for  purposes  of  a  period  of  disability  to  those 
workers  who  used  the  special  insured  status  test  in  establishing  a 
period  of  disability  that  began  before  they  became  age  31,  who  sub- 
sequently recovered,  but  who  then  became  redisabled  at  age  31  or 
later  before  having  enough  time  to  work  long  enough  to  earn  20 
quarters  of  coverage  prior  to  becoming  redisabled.  Such  a  worker 
would  be  insured  if  at  least  half  (and  not  less  than  six)  of  the  quar- 
ters elapsing  after  he  or  she  attained  age  21  and  up  to  and  includ- 
ing the  quarter  in  which  the  worker  became  redisabled  were  quar- 
ters of  coverage,  or,  if  the  redisability  occured  before  12  quarters 
have  elapsed,  at  least  6  of  the  12  quarters  ending  with  the  quarter 
of  disability  were  quarters  of  coverage. 

Section  333(b)(1)  of  the  bill  makes  a  conforming  change  in  clause 
(ii)  of  section  223(c)(1)(B)  of  the  Act. 

Section  333(b)(2)  of  the  bill  adds  a  new  clause  (iii)  to  section 
223(c)(1)(B)  of  the  Social  Security  Act  which  extends  the  special  in- 
sured status  test  for  purposes  of  disability  insurance  benefits  in  the 
same  manner  as  such  test  is  extended  under  section  333(a)(2)  for 
purposes  of  a  period  of  disability. 

Section  333(c)  of  the  bill  provides  that  the  amendments  made  by 
subsections  (a)  and  (b)  will  be  effective  with  respect  to  applications 
filed  after  the  date  of  enactment,  except  that  no  monthly  benefits 
will  be  payable  or  increased  by  reason  of  these  amendments  for 
months  before  the  month  after  enactment. 
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Section  3S4.  Protection  of  benefits  of  illegitimate  children  of  dis- 
abled beneficiaries 

Section  334(a)  of  the  bill  amends  section  216(h)(3)  of  the  Act  to 
provide  benefits  for  illegitimate  children  of  disabled  workers  for 
the  month  in  which  they  satisfy  all  entitlement  conditions,  as  pro- 
vided under  present  law  to  the  illegitimate  children  of  retired 
beneficiaries. 

Section  334(b)  of  the  bill  provides  that  the  amendment  made  by 
subsection  (a)  shall  be  effective  on  the  date  of  enactment. 

Section  335.  One-month  retroactivity  of  widow's  and  widower's  in- 
surance benefits 

Section  335  of  the  bill  amends  section  202(j)(4)(B)  of  the  Act  to 
allow  an  aged  widow  or  widower  to  receive  actuarially  reduced 
benefits  for  the  month  in  which  the  insured  spouse  died,  if  the  ap- 
plication is  filed  in  the  following  month,  even  though  the  retroac- 
tive payment  would  result  in  a  lower  future  monthly  benefits  than 
would  be  the  case  if  benefits  were  not  paid  retroactively. 

Section  335(a)  of  the  bill  amends  section  202(j)(4)(B)  of  the  Act  to 
make  an  exception  to  the  rule,  enacted  by  the  Social  Security 
Amendments  of  1977,  that  bars  the  payment  of  retroactive  benefits 
if  such  payments  would  require  the  lowering  of  future  benefits. 

Section  335(b)  provides  that  this  change  would  apply  to  survivors 
who  apply  for  monthly  benefits  after  the  second  month  following 
the  month  of  enactment. 

Section  336.  Nonassignability  of  benefits 

Section  336(a)(1)  of  the  bill  amends  section  207  of  the  Social  Secu- 
rity Act,  which  concerns  assignment  of  benefits,  by  designating  the 
text  of  the  present  section  207  as  subsection  (a). 

Section  336(a)(2)  of  the  bill  amends  section  207  of  the  Act  by 
adding  a  new  subsection  (b)  which  prohibits  the  provisions  of  sec- 
tion 207  from  being  limited,  superseded,  or  modified  by  any  other 
provision  of  law  except  by  express  reference  to  section  207. 

Section  336(b)  of  the  bill  amends  section  459(a)  of  the  Act  by  in- 
serting a  reference  to  section  207  in  order  to  continue  to  permit,  for 
purposes  of  child  support  and  alimony  obligations,  the  garnishment 
and  similar  proceedings  against  an  individual's  Federal  benefits 
which  are  based  upon  remuneration  for  employment. 

Section  336(c)  of  the  bill  provides  that  the  amendments  made  by 
subsection  (a)  will  apply  only  with  respect  to  benefits  payable  or 
rights  existing  under  the  Act  on  or  after  the  date  of  enactment. 

Section  337.  Use  of  death  certificates  to  prevent  erroneous  payments 
to  deceased  individuals 

Section  338  of  the  bill  amends  section  205  of  the  Social  Security 
Act  to  add  a  new  subsection  (r),  which  would  authorize  the  Secre- 
tary of  Health  and  Human  Services  to  establish  a  program  under 
which  the  States  would  furnish  information  derived  from  official 
death  certificates  for  the  purpose  of  correcting  Social  Security  Ad- 
ministration records  and  preventing  pa5mients  to  deceased  persons. 
The  new  subparagraph  (r)  would  exempt  death  information  fur- 
nished by  the  States  from  the  disclosure  provisions  of  the  Freedom 
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of  Information  Act  and  provide  for  payment  to  the  States  for  the 
reasonable  cost  of  furnishing  such  information. 

Section  338.  Public  pension  offset 

Section  338  of  the  bill  liberalizes  the  amount  of  the  Social  Secu- 
rity spouse's  or  surviving  spouse's  benefit  that  is  offset  when  a 
person  receives  a  governmental  pension  based  on  his  or  her  own 
work  not  covered  by  Social  Security. 

Section  338(a)(1)  of  the  bill  amends  sections  202(b)(4)(A),  (c)(2)(A), 
(f)(2)(A),  and  (g)(4)(A)  of  the  Act  and  paragraph  (7)(A)  of  section 
202(e)  of  the  Act  (as  redesignated  by  section  131(a)(3)(A)  of  the  bill) 
to  provide  that  the  amount  of  the  offset  will  be  equal  to  one-third 
of  the  amount  of  any  monthly  periodic  public  pension,  rather  than 
the  full  amount  of  that  pension.  Section  338(a)(2)  of  the  bill  pro- 
vides that  the  amount  of  any  reduction  under  this  provision  will  be 
rounded,  if  necessary,  to  the  next  higher  multiple  of  $0.10. 

Section  338(b)  of  the  bill  provides  that  this  amendment  will  apply 
to  the  monthly  benefits  of  persons  who  become  eligible  for  public 
pensions  after  June  1983. 

Section  339.  Study  concerning  the  establishment  of  the  Social  Secu- 
rity Administration  as  an  independent  agency 

Section  339  provides  for  a  Joint  Study  Panel  under  the  authority 
of  the  Ways  and  Means  and  Finance  Committee  to  make  a  study 
concerning  the  establishment  of  the  Social  Security  Administration 
as  an  independent  agency. 

Subsection  (a)  establishes  a  Joint  Study  Panel  on  the  Social  Secu- 
rity Administration. 

Subsection  (b)  prescribes  the  manner  of  appointment  of  the  mem- 
bers appointed  to  the  Panel. 

Subsection  (b)(1)  provides  that  the  Panel  shall  be  composed  of 
three  members,  appointed  jointly  by  the  Chairman  of  the  Commit- 
tee on  Ways  and  Means  of  the  House  of  Representatives  and  the 
Committee  on  Finance  of  the  Senate  and  that  such  Chairman  shall 
jointly  select  one  member  of  the  Panel  to  serve  as  its  Chairman. 
The  provision  further  requires  that  members  of  the  Panel  shall  be 
chosen,  on  the  basis  of  their  integrity,  impartiality,  and  good  judg- 
ment, from  individuals  who,  as  a  result  of  their  training,  experi- 
ence, and  attainments,  are  widely  recognized  by  professionals  in 
the  field  of  government  administration  as  experts  in  that  field. 

Subsection  (b)(2)  provides  that  vacancies  in  the  membership  of 
the  Panel  shall  not  affect  the  power  of  the  remaining  members  to 
perform  the  duties  of  the  Panel  and  shall  be  filled  in  the  same 
manner  in  which  the  original  appointment  was  made. 

Subsection  (b)(3)  provides  that  each  member  of  the  Panel  not  oth- 
erwise in  the  employ  of  the  U.S.  Government  shall  receive  the 
daily  equivalent  of  the  annual  rate  of  basic  pay  payable  for  level  V 
of  the  Executive  Schedule  for  each  day  during  which  such  member 
is  actually  engaged  in  the  performance  of  the  duties  of  the  Panel. 
Further,  each  member  of  the  Panel  shall  be  allowed  travel  ex- 
penses in  the  same  manner  as  any  individual  employed  intermit- 
tently by  the  Federal  Government  is  allowed  travel  expenses  under 
section  5703  of  title  5,  United  States  Code. 
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Subsection  (b)(4)  provides  that,  by  agreement  between  the  Chair- 
men of  the  Committee  on  Ways  and  Means  and  the  Committee  on 
Finance,  such  Committees  shall  provide  the  Panel,  on  a  reimburs- 
able basis,  office  space,  clerical  personnel,  and  such  supplies  and 
equipment  as  may  be  necessary  for  the  Panel  to  carry  out  its 
duties.  Further,  subject  to  such  limitations  as  the  Chairmen  of  such 
Committees  may  jointly  prescribe,  the  Panel  may  appoint  such  ad- 
ditional personnel  as  it  considers  necessary  and  may  fix  the  com- 
pensation of  such  personnel  as  it  considers  appropriate  at  an 
annual  rate  which  does  not  exceed  the  rate  of  basic  pay  then  pay- 
able for  GS-18,  and  may  procure  by  contract  the  temporary  or  in- 
termittent services  of  clerical  personnel  and  experts  or  consultants, 
or  organizations  thereof. 

Suibsection  (b)(5)  provides  for  appropriating  to  the  Panel  from  the 
four  Social  Security  trust  funds  such  sums  as  the  Chairmen  of  the 
Committee  on  Ways  and  Means  and  the  Committee  on  Finance 
shall  jointly  certify  to  the  Secretary  of  the  Treasury  as  necessary  to 
carry  out  the  Panel's  duties.  Further,  the  Secretary  of  the  Treasury 
shall  allocate  among  the  four  trust  funds  the  total  amount  to  be 
transferred  from  the  trust  funds  so  that  the  amount  of  the  sums 
transferred  from  each  such  trust  fund  shall  bear  the  same  ratio  to 
the  total  amount  transferred  from  all  such  trust  funds  as  the 
amount  expended  from  such  trust  fund  during  the  fiscal  year 
ending  September  30,  1982,  bears  to  the  total  amount  expended 
from  all  such  trust  funds  during  such  fiscal  year. 

Subsection  (c)  sets  forth  the  duties  of  the  Panel  with  respect  to 
the  study  provided  for  under  this  section. 

Subsection  (c)(1)  provides  that  the  Panel  shall  undertake,  as  soon 
as  possible  after  the  date  of  enactment,  a  thorough  study  with  re- 
spect to  the  feasibility  and  implementation  of  removing  the  Social 
Security  Administration  from  the  Department  of  Health  and 
Human  Services  and  establishing  it  as  an  independent  agency  in 
the  executive  branch  with  its  own  independent  administrative 
structure,  including  the  possibility  of  such  a  structure  headed  by  a 
board  appointed  by  the  President,  by  and  with  the  advice  and  con- 
sent of  the  Senate. 

Subsection  (c)(2)  provides  that  the  Panel,  in  its  study,  shall  ad- 
dress, analyze,  and  report  specifically  on  the  following  matters:  the 
effect  of  the  organizational  status  of  the  Social  Security  Adminis- 
tration on  beneficiaries  under  the  Social  Security  Act  and  the  gen- 
eral public;  the  legal  and  other  relationships  of  the  Social  Security 
Administration  with  other  organizations,  within  and  outside  the 
Federal  Government,  and  the  changes  in  such  relationships  which 
would  be  required  as  a  result  of  establishing  the  Social  Security 
Administration  as  an  independent  agency;  any  changes  which  may 
be  necessary  or  appropriate,  in  the  course  of  establishing  the  Social 
Security  Administration  as  an  independent  agency,  in  the  constitu- 
tion of  the  Boards  of  Trustees  of  the  four  Social  Security  trust 
funds;  and  such  other  matters  as  the  Panel  may  consider  relevant 
to  the  study. 

Subsection  (d)  provides  that  the  Panel  shall  submit  to  the  Com- 
mittee on  Ways  and  Means  of  the  House  of  Representatives  and 
the  Committee  on  Finance  of  the  Senate,  not  later  than  April  1, 
1984,  a  report  of  the  findings  of  its  study,  together  with  any  recom- 
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mendations  the  Panel  considers  appropriate.  Further,  the  Panel 
and  all  authority  granted  in  this  section  shall  expire  30  days  after 
the  date  of  the  filing  of  the  required  report. 

Section  S40.  Conforming  changes  in  medicare  premium  provisions  to 
reflect  changes  in  costs-of-living  benefit  adjustments 

Section  340  of  the  bill  amends  sections  1818(d)  and  1839(c)  and  (g) 
of  the  Social  Security  Act,  which  establish  monthly  premium  rates 
under  parts  A  and  B  of  title  XVIII  of  the  Act,  to  provide  that  the 
effective  dates  of  changes  in  the  monthly  premium  for  uninsured 
persons  enrolled  in  part  A,  hospital  insurance,  and  the  monthly 
premium  for  persons  enrolled  in  part  B,  supplementary  medical  in- 
surance, will  be  moved  from  July  of  a  year  to  January  of  a  year. 

Section  340(a)(1)  of  the  bill  amends  section  1818(d)(2)  to  change 
the  time  when  the  Secretary  of  Health  and  Human  Services  must 
determine  and  promulgate  the  monthly  premium  under  part  A 
from  the  last  calendar  quarter  of  each  year  to  the  next  to  last  cal- 
endar quarter  of  each  year. 

Sections  340(a)(2)  and  (3)  of  the  bill  further  amend  section 
1818(d)(2)  to  change  the  effective  date  of  changes  in  the  part  A  pre- 
mium from  July  1  of  the  year  following  the  year  of  promulgation 
to  January  1  of  the  year  following  the  year  of  promulgation. 

Section  340(b)(1)(A)  of  the  bill  amends  section  1839(c)  to  change 
the  time  when  the  Secretary  of  Health  and  Human  Services  must 
determine  and  promulgate  the  actuarial  rates  for  the  aged  and  dis- 
abled and  the  monthly  premium  rate  for  all  part  B  enrollees  from 
December  of  each  year  to  September  of  each  year. 

Sections  340(b)(1)(B),  (C)  and  (D)  amend  sections  1839(c)(l)(3)  and 
(4)  to  change  the  period  for  which  the  actuarial  rates  and  monthly 
premium  will  apply  from  the  12-month  period  beginning  on  July  of 
the  year  following  the  year  of  promulgation  to  the  calendar  year 
following  the  year  of  promulgation. 

Sections  340(b)(1)(E)  and  (F)  further  amend  section  1839(C)(3)(A) 
to  change  the  period  over  which  the  comparison  of  primary  insur- 
ance amounts  at  a  given  AIME  level  is  made  for  purposes  of  estab- 
lishing a  percentage  limitation  on  increases  in  the  monthly  premi- 
um from  May  1  of  the  year  of  promulgation  and  May  1  of  the  fol- 
lowing year  to  November  1  of  the  year  preceding  the  year  of  pro- 
mulgation and  November  1  of  the  year  of  promulgation. 

Sections  340(b)(2)(A)  and  (B)  amend  section  1839(g)  to  provide 
that  the  requirement  that  the  monthly  premium  for  months  after 
June  1983  and  prior  to  July  1985  equal  50  percent  of  the  actuarial 
rate  for  the  aged  will  apply  instead  to  months  after  December  1983 
and  prior  to  January  1986. 

Section  340(c)  provides  that  the  amendments  made  by  subsec- 
tions 340(a)  and  (b)  will  apply  to  premiums  for  months  beginning 
with  January  1984. 

Section  340(c)(1)  provides  that,  for  months  after  June  1983  and 
before  Janurary  1984,  the  monthly  premium  rates  under  parts  A 
and  B  of  titles  XVIII  will  equal  the  monthly  premium  rates  for 
June  1983. 

Section  340(c)(2)  provides  that  the  amount  of  the  government 
contribution  for  months  after  June  1983  and  before  January  1984 
will  be  computed  on  the  basis  of  the  actuarial  rate  which  would 


106 


have  been  in  effect  without  regard  to  this  section,  but  using  the 
premium  which  was  actually  in  effect  for  these  months. 

D.  Supplemental  Security  Income  (SSI)  Provisions  (Title  IV) 

1.  Summary 

a.  benefit  increase  and  pass-through  requirements 

(1)  The  Federal  SSI  benefit  payment  is  increased  by  $20  per 
month  for  individuals  and  $30  per  month  for  couples,  effective  July 
1,  1983. 

(2)  The  next  Federal  SSI  cost-of-living  adjustment  (COLA)  is  de- 
layed from  July  1983  until  January  1984,  and  the  current  linkage 
between  the  OASDI  and  the  SSI  COLA  is  maintained.  Federal  SSI 
benefits  will  be  adjusted  in  January  1984,  and  every  January  there- 
after, by  the  same  percentage  and  under  the  same  procedures  as 
OASDI  benefits. 

(3)  The  current  SSI  pass-through  law  is  amended  to  provide  that, 
in  order  to  meet  the  ''payment  level"  pass-through  requirement,  a 
State  could  not  reduce  its  SSI  supplemental  payment  levels  below 
the  amount  that  would  provide  SSI  recipients  with  an  increase  in 
benefits  equal  to  the  amount  that  Federal  SSI  benefits  would  be  in- 
creased in  July  1983  under  the  current  COLA  provisions.  A  State 
could  continue  to  comply  with  Federal  pass-through  law  by  meet- 
ing the  present  ''aggregate  amount"  requirement.  In  other  words, 
as  under  current  law,  a  State  would  not  be  required  to  spend  more 
in  total  for  State  SSI  supplemental  payments  than  the  total  aggre- 
gate amount  of  State  supplementation  paid  by  the  State  in  the  pre- 
vious 12-month  period. 

B.  PAYMENT  OF  SSI  TO  TEMPORARY  RESIDENTS  OF  PUBLIC  EMERGENCY 

SHELTERS 

Under  current  law,  aged,  blind  or  disabled  individuals  who  are 
residents  of  private  emergency  shelters  are  eligible  for  SSI.  Howev- 
er, such  residents  of  public  shelters  cannot  receive  SSI.  Under  the 
committee  bill,  aged,  blind  or  disabled  individuals  who  are  tempo- 
rary residents  of  public  emergency  shelters  could  receive  SSI  pay- 
ments for  a  period  of  up  to  three  months  during  any  12  month 
period. 

C.  DISREGARD  OF  EMERGENCY  AND  OTHER  IN-KIND  ASSISTANCE 

Effective  from  enactment  until  September  30,  1984,  emergency 
and  other  in-kind  assistance  provided  by  a  private  nonprofit  organi- 
zation to  an  aged,  blind  or  disabled  individual,  or  to  a  family  with 
dependent  children,  would  be  disregarded  under  the  SSI  and  AFDC 
programs,  if  the  State  determines  that  such  assistance  was  pro- 
vided on  the  basis  of  need. 
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3.  Section-by-Section  Explanation 

Section  401:  Increase  in  Federal  SSI  benefit  standard 

The  current  Federal  monthly  SSI  benefit  standard  is  $284.30  for 
a  single  person  and  $426.40  for  married  couples.  Benefits  are  in- 
dexed to  the  Consumer  Price  Index  (CPI).  Cost-of-living  increases 
are  provided  annually  in  July  if  the  CPI  for  the  first  quarter  of  the 
calendar  year  increases  by  a  least  3  percent  over  the  first  quarter 
of  the  previous  year.  Benefits  are  increased  by  the  same  percentage 
as  social  security  benefits.  This  occurs  through  a  reference  in  the 
SSI  law  to  the  SSI  social  security  cost-of-living  provision.  For  exam- 
ple, the  current  payment  level  of  $284.30  per  individual,  which 
became  effective  July  1982,  represents  an  increase  of  7.4  percent 
(or  $19.60  monthly)  from  the  previous  July  1981  level  of  $264.70. 

Section  401  contains  changes  in  the  SSI  law  that  are  directly  re- 
lated to  the  Social  Security  amendments  included  in  previous 
Titles  of  this  bill  and  the  proposed  changes  in  SSI  contained  in  the 
recommendations  of  the  National  Commission  on  Social  Security 
Reform. 

This  section  provides  for  a  $20  increase  in  the  Federal  SSI  bene- 
fit standard  for  an  individual  and  a  $30  increase  for  a  couple,  effec- 
tive July  1,  1983.  This  increase  would  be  in  lieu  of  the  cost-of-living 
increase  in  the  Federal  SSI  benefits  standard  that  would  occur  July 
1,  1983  under  current  law.  It  is  also  in  lieu  of  the  National  Social 
Security  Commission's  proposal  to  increase  the  current  $20  month- 
ly disregard  to  $50,  limiting  the  additional  $30  to  OASDI  benefits 
only. 

The  next  cost-of-living  adjustment  (COLA)  in  the  Federal  SSI 
benefit  standard  would  occur  on  January  1,  1984  and  then  each 
January  1st  thereafter.  As  under  present  law,  the  cost-of-living  in- 
crease for  SSI  benefits  would  continue  to  occur  through  the  refer- 
ence in  the  SSI  law  (Title  XVI)  to  the  provisions  in  the  Social  Secu- 
rity law  (Title  II)  which  make  automatic  cost-of-living  increases  in 
Social  Security  benefits.  Therefore,  the  six-month  delay  and  related 
modifications  in  the  base  period  for  determining  the  cost-of-living 
increase  contained  in  the  Social  Security  amendments  in  this  bill 
will  also  apply  to  the  SSI  program. 

A  stated  intent  of  the  Social  Security  Commission's  report  was  to 
provide  that  low  income  social  security  recipients  be  protected 
against  a  loss  of  income  due  to  the  proposed  six-month  delay  in  the 
OASDI  cost-of-living  increase,  from  July  1,  1983  until  January  1, 
1984.  Under  the  Commission's  proposal  to  increase  the  SSI  disre- 
gard of  OASDI  income  from  $20  to  $50  a  month,  concurrent  recipi- 
ents of  SSI  and  OASDI  would  have  received  a  $30  monthly  increase 
in  their  total  income  as  of  July  1,  1983. 

In  other  words,  increasing  the  disregard,  as  proposed  by  the  Com- 
mission, would  have  more  than  made  up  for  the  income  loss  due  to 
the  six-month  COLA  delay  for  those  SSI  recipients  who  also  receive 
OASDI  (social  security)  benefits.  This  is  approximately  one-half  of 
all  SSI  recipients.  The  other  half,  however,  those  who  receive  only 
SSI  benefits,  which  is  approximately  two  million  individuals,  would 
not  benefit  from  the  proposed  increase  in  the  disregard. 

As  shown  in  table  1,  while  70  percent  of  the  aged  receiving  SSI 
receive  both  SSI  and  social  security  payments,  only  36  percent  of 
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the  disabled  and  38  percent  of  the  blind  receiving  SSI  also  receive 
social  security  benefits.  Table  2  shows  the  percentage  of  the  SSI  re- 
cipients in  each  State,  by  reason  for  SSI  eligibility,  who  else  receive 
social  security  benefits. 

Because  the  proposed  disregard  increase  would  benefit  only  one- 
half  of  all  SSI  recipients,  the  Committee  chose  to  increase  the  Federal 
SSI  benefit  standard  by  $20  per  month  for  individuals  and  $30 
per  month  for  couples,  instead  of  increasing  the  disregard  of  social 
security  income  by  $30  per  month.  This  increase  will  apply  to  all 
SSI  recipients,  those  who  receive  only  SSI  payments  as  well  as 
those  who  receive  both  SSI  and  social  security  benefits. 

TABLE  l.-NUMBER  OF  PERSONS  RECEIVING  FEDERALLY  ADMINISTERED  PAYMENTS:  PERCENT 
RECEIVING  OTHER  INCOME  AND  AVERAGE  MONTHLY  AMOUNT,  BY  REASON  FOR  ELIGIBILITY  AND 
TYPE  OF  INCOME,  MAY  1982 


Reason  for  eligibility 

Type  of  income  Total   

Aged  Blind  Disabled 


Total  number                                           3,961,932          1,632,615  78,095  2,251,822 

Percent  with  other  income: 

Social  security  benefits   50.1  70.1  37.6  36.1 

Other  unearned  income   10.4  12.6  11.4  8.8 

Earned  income   3.2  1.6  6.8  4.3 

Average  monthly  amount: 

Social  security  benefits   $233  $236  $246  $228 

Other  unearned  income   $80  $71  $81  $90 

Earned  income   $108  $106  $404  $93 


TABLE  2.-SUPPLEMENTAL  SECURITY  INCOME  FOR  THE  AGED,  BLIND,  AND  DISABLED:  PERCENT  OF 
PERSONS  IN  CONCURRENT  RECEIPT  OF  FEDERALLY  ADMINISTERED  SSI  PAYMENTS  AND  SOCIAL 
SECURITY  BENEFITS  AND  AVERAGE  MONTHLY  AMOUNT  OF  SOCIAL  SECURITY  BENEFITS,  BY 
REASON  FOR  ELIGIBILITY  AND  STATE,  DECEMBER  1980 


state 

Percent  with  social  security  benefits 

Average  monthly  sxial  security  benefit 

Total 

Aged 

Blind 

Disabled 

Total 

Aged 

Blind 

Disabled 

Total  

51.0 

70.2 

37.8 

36.0 

$196.94 

$198.56 

$208.43 

$194.00 

Alabama  

58.7 

72.8 

34.4 

40.7 

164.00 

164.96 

159.33 

161.85 

Alaska  

34.4 

55.3 

17.5 

21.8 

171.49 

169.74 

187.00 

173.89 

Arizona  

44.3 

65.6 

25.4 

31.0 

167.22 

168.38 

164.70 

165.68 

Arkansas   

61.0 

75.7 

33.1 

43.4 

164.31 

165.58 

159.03 

161.66 

California  

60.1 

77.5 

55.0 

45.8 

254.44 

258.33 

255.66 

248.86 

Colorado  

43.8 

64.9 

19.1 

28.1 

177.37 

177.83 

179.96 

176.51 

Connecticut  

31.3 

48.4 

21.9 

23.4 

180.73 

183.22 

175.88 

178.41 

Delaware  

47.0 

72.5 

47.6 

32.6 

188.16 

189.69 

199.31 

185.63 

District  of  Columbia  

38.0 

67.7 

27.8 

26.6 

184.51 

186.61 

193.90 

182.26 

Florida  

41.6 

50.5 

30.7 

32.9 

177.32 

178.25 

169.59 

176.11 

Georgia  

53.4 

70.4 

33.0 

39.1 

170.24 

171.31 

157.73 

168.92 

Hawaii  

41.9 

52.4 

22.9 

32.0 

187.57 

189.57 

193.08 

184.16 

Idaho  

48.5 

75.1 

25.4 

35.0 

180.31 

183.37 

174.97 

176.93 

Illinois  

32.4 

56.2 

21.2 

22.9 

177.38 

179.92 

175.55 

174.86 

Indiana  

45.9 

71.4 

26.0 

32.1 

177.70 

180.58 

172.67 

174.22 

Iowa  

52.7 

74.1 

43.7 

36.6 

183.32 

186.43 

191.71 

177.62 

Kansas   

44.7 

69.5 

34.6 

29.0 

178.56 

181.85 

178.49 

173.53 

Kentucky   

51.0 

71.6 

24.9 

35.3 

161.72 

164.49 

143.32 

157.66 

Louisiana  

47.6 

64.9 

27.7 

32.1 

165.14 

167.45 

152.32 

161.13 

Maine  

63.6 

84.1 

48.1 

47.3 

205.59 

209.28 

182.44 

200.80 

Maryland  

38.6 

63.6 

22.4 

26.3 

178.92 

181.72 

181.69 

175.49 

Ill 

TABLE  2.— SUPPLEMENTAL  SECURITY  INCOME  FOR  THE  AGED,  BLIND,  AND  DISABLED:  PERCENT  OF 
PERSONS  IN  CONCURRENT  RECEIPT  OF  FEDERALLY  ADMINISTERED  SSI  PAYMENTS  AND  SOCIAL 
SECURITY  BENEFITS  AND  AVERAGE  MONTHLY  AMOUNT  OF  SOCIAL  SECURITY  BENEFITS,  BY 
REASON  FOR  ELIGIBILITY  AND  STATE,  DECEMBER  1980— Continued 


state 

Percent  with  socia 

1  security  benefits 

Average  monthly  social  security  benefit 

Tntol 

Aged 

Blind 

Disabled 

Tntal 

Aged 

Blind 

Massachusetts  

61.5 

80.2 

57.4 

38.4 

249.61 

257.76 

261.69 

226.45 

Michigan  

47.1 

70.9 

27.9 

35.6 

201.92 

203.08 

191.46 

200.97 

Minnesota  

44.5 

68.5 

24.5 

28.6 

174.13 

178.46 

177.08 

166.85 

Mississippi  

59.3 

75.8 

31.7 

39.9 

157.14 

158.81 

146.11 

153.55 

Missouri  

53.8 

71.3 

41.9 

37.9 

172.71 

174.48 

167.20 

169.81 

Montana  

47.8 

71.7 

36.0 

35.8 

181.88 

185.73 

176.92 

178.04 

Nebraska  

48.8 

71.4 

36.0 

34.2 

181.63 

185.45 

174.22 

176.58 

Nevada  

53.0 

73.3 

59.2 

26.4 

210.56 

212.88 

234.13 

194.04 

New  Hampshire  

45.3 

63.8 

37.0 

33.6 

184.62 

186.86 

170.81 

182.48 

New  Jersey  

40.0 

54.1 

31.5 

31.4 

197.17 

199.73 

185.63 

194.64 

New  Mexico  

47.8 

68.5 

25.3 

33.9 

165.12 

167.39 

146.81 

162.32 

New  York  

41.8 

60.9 

31.7 

30.5 

213.42 

219.57 

201.82 

206.22 

North  Carolina  

56.5 

77.1 

30.6 

39.9 

166.04 

168.21 

163.76 

162.50 

North  Dakota  

54.8 

69.5 

25.6 

40.0 

171.69 

175.39 

159.35 

165.09 

Ohio  

38.3 

63.2 

26.9 

28.2 

175.69 

179.97 

166.66 

171.89 

Oklahoma  

48.5 

63.7 

22.9 

33.5 

170.32 

171.13 

162.51 

168.87 

Oregon   

43.5 

70.5 

23.1 

30.5 

183.17 

185.66 

177.95 

180.39 

Pennsylvania  

45.1 

67.9 

38.7 

32.7 

195.75 

198.97 

192.52 

192.17 

Rhode  Island  

51.3 

68.6 

34.2 

40.3 

212.16 

220.49 

197.33 

203.16 

South  Carolina  

55.4 

75.4 

28.8 

39.1 

167.55 

168.87 

150.22 

165.88 

South  Dakota 

51.8 

70.7 

27.5 

35.2 

175.50 

180.59 

174.71 

166.04 

Tennessee  

54.7 

75.0 

27.8 

37.4 

164.14 

165.74 

150.58 

161.60 

Texas   

54,6 

69.3 

30.3 

36.1 

168.89 

170.32 

162.69 

165.44 

Utah  

34.4 

59.2 

27.2 

23.0 

173.04 

177.11 

147.63 

169.04 

Vermont  

58.2 

80.1 

43.4 

43,1 

205.33 

207.59 

180.88 

202.92 

Virginia  

52.1 

73.8 

29,4 

35.9 

169.28 

170.90 

159.01 

166.96 

Washington  

45.7 

70.7 

28.3 

33.0 

198.75 

199.40 

191.66 

198.15 

West  Virginia  

43.7 

66.6 

25,2 

31.5 

163,44 

169.57 

148.85 

156.90 

Wisconsin  

62.3 

83.8 

32,7 

45.1 

225.85 

229.04 

211.92 

221.17 

Wyoming  

52.0 

73.3 

37,9 

37.2 

180.82 

183.35 

157.27 

177.90 

Other  areas:  Northern 

Mariana  Islands  

 3  

.9 

The  Committee  is  aware  of  the  point  of  view  that  those  individ- 
uals who  have  paid  social  security  taxes  and  qualified  for  OASDI 
benefits  should  have  some  return  from  the  taxes  they  have  paid. 
Thus,  they  should  have  a  higher  total  income  than  individuals  on 
SSI  who  have  not  qualified  for  social  security  benefits. 

It  is  the  position  of  the  Committee,  however,  that  the  primary 
purpose  of  the  SSI  program  is  to  assure  a  minimum  income  for  the 
aged,  blind  and  disabled  in  all  States.  The  Supplemental  Security 
Income  Program  (SSI),  as  the  name  implies,  is  intended  to  be  com- 
plementary to,  or  to  supplement  where  necessary,  social  insurance 
benefits  or  other  income  an  aged,  blind  or  disabled  person  may 
have,  but  which  is  less  than  the  Federal  SSI  benefit  standard.  In 
addition,  there  are  other  aged,  blind  and  disabled  persons  who,  be- 
cause of  life-long  disability,  the  failure  of  employers  to  deduct  and 
pay  social  security  taxes  on  their  behalf  (such  as  those  in  domestic 
employment),  or  for  other  reasons,  do  not  qualify  for  social  secu- 
rity. The  purpose  of  the  SSI  program  is  to  provide  these  individuals 
with  a  minimum  level  of  income. 
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After  evaluating  the  Commission's  proposal,  which  would  in- 
crease the  income  of  only  those  SSI  recipients  who  also  qualified 
for  social  security,  the  Committee  chose  to  provide  a  greater  degree 
of  protection  from  deprivation  for  all  aged,  blind  and  disabled  who 
rely  on  the  SSI  program,  either  as  a  supplement  to  other  income  or 
as  their  only  source  of  income. 

Table  3  compares  SSI  proposals  that  would  increase  the  disre- 
gard for  social  security  income  from  $20  to  $50  per  month  with  the 
Committee  bill,  which  provides  for  a  July  1983  $20  per  month  in- 
crease in  the  Federal  SSI  benefit  standard  for  individuals  and  a  $30 
per  month  increase  for  couples,  in  lieu  of  increasing  the  disregard. 
As  indicated,  under  the  Committee  bill  (column  3),  as  of  January 
1984  both  SSI  only  and  SSI/OASDI  individual  recipients  will  re- 
ceive a  projected  $32  increase  in  their  monthly  income.  Whereas, 
under  the  proposals  that  would  increase  the  disregard,  over  this 
same  period  SSI/OASDI  recipients  would  receive  a  $41  increase 
and  SSI  only  recipients  would  receive  only  an  $11  increase. 

TABLE  3.— COMPARISON  OF  ALTERNATIVE  PROPOSALS  WITH  COMMinEE  BILL 

[Monthly  individual  payment  level  to  recipients] 

1.  (a)  Provide  4.1%  July  COU\;  (b)    2.  (a)  Delay  July  COLA;  (b)  Increase  3.  Committee  bill:  (a)  Delay  July 

Increase  disregard  to  $50  in  July      disregard  to  $50  in  July;  (c)  Provide  COLA;  (b)  Increase  July  benefits  by 

  4.1%  January  COLA  $20/$30;  (C)  Provide  4.1%  January 

  COLA 

OASDI/SSI           SSI  only           nA<:ni/<;c:i           cqi  nnW   

OASDI/SSI            SSI  only  OASDI/SSI  SSI  nnlv 


February. 

1983  

July  

1983  

January.. 
1984  


Total  

Increase  in  monthly 
benefits  from 
February  1983  to 
January  1984  


Estimated  total  cost 
(millions  of  dollars): 

Fiscal  year  1983   

Fiscal  year  1984   

Fiscal  year  1985   

Fiscal  year  1986   

Fiscal  year  1987   

Fiscal  year  1988   


Total. 


304 
345 
345 


225 
660 
755 
755 
740 
780 


284 
'295' 
295 


304 
"334 
'345 


284 
284 
295 


304 
324 
'336 


284 
304 
316 


32 


75 
460 
500 
500 
480 
475 


110 
505 
580 
580 
605 
630 


3,915 


2,490 


3,010 


Section  402:  Adjustment  in  Federal  SSI  pass-through  provisions 

Since  July  1,  1975  there  have  been  automatic  cost-of-living  in- 
creases in  the  Federal  SSI  benefit  standard.  This  has  resulted  in 
the  Federal  benefit  standard  increasing  from  $146  a  month  for  an 
individual  and  $219  for  a  couple  in  June  1975  to  the  current  Feder- 
al benefit  standard  of  $284  for  an  individual  and  $426  for  a  couple. 

There  was  wide  variation  among  State  benefit  standards  for  aid 
to  the  aged,  blind  and  disabled  under  the  State  programs  in  effect 
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prior  to  the  implementation  of  the  SSI  program  in  January  1974. 
In  the  case  of  individuals  who  were  receiving  aid  under  the  State 
programs  in  December  1973,  States  were  mandated  to  provide  a 
State  supplement  for  such  individuals  so  that  they  would  not  lose 
income  when  they  were  transferred  to  the  SSI  program.  While 
State  supplementation  of  the  Federal  SSI  benefit  standard  in  the 
case  of  new  applicants  wais  optional  with  the  States,  those  States 
that  chose  to  supplement  were  protected  against  any  costs  which 
exceeded  the  States'  calendar  year  1972  expenditures  for  payments 
to  aged,  blind  and  disabled,  up  to  the  State's  January  1972  pay- 
ment level.  The  States  that  qualified  for  these  ''hold-harmless" 
payments  from  the  Federal  government  had  a  portion  of  their 
State  supplementary  payments  financed  by  the  Federal  govern- 
ment. In  many  States,  however,  almost  the  entire  cost  of  the  pro- 
grams of  aid  to  the  aged,  blind  and  disabled  was  assumed  by  the 
Federal  government  because  the  federally  financed  SSI  minimum 
benefit  standard  exceeded  the  States'  benefit  standard  or  maxi- 
mum payment  level  under  prior  State  operated  programs. 

When  Congress  enacted  provisions  providing  annual  cost-of-living 
increases  in  the  Federal  SSI  benefit  standard,  most  assumed  that 
the  annual  increases  would  benefit  SSI  recipients  in  all  the  States, 
including  those  in  States  that  supplemented  the  Federal  SSI  bene- 
fit standard. 

However,  in  1976  Congress  became  aware  that  some  States  were 
decreasing  their  State  SSI  supplementary  payment  levels  when 
there  was  a  cost-of-living  increase  in  the  Federal  SSI  benefit  stand- 
ard. As  a  result,  SSI  recipients  in  such  a  State  did  not  receive  an 
increase  in  income. 

In  1976,  Congress  enacted  as  part  of  Public  Law  94-585  SSI 
"pass-through  requirements".  If  a  State  does  not  meet  these  re- 
quirements, it  is  subject  to  the  loss  of  Federal  matching  funds 
under  Title  XIX  (Medicaid)  of  the  Social  Security  Act. 

Under  current  law,  the  basic  elements  of  which  have  not  been 
changed  since  enactment  in  1976,  a  State  can  meet  the  pass- 
through  requirements  by  either  (1)  maintaining  the  State  supple- 
mentation payment  levels  at  the  levels  they  were  in  December 
1976;  or  (2)  by  spending  in  total  no  less  for  State  SSI  supplemen- 
tal payments  than  the  total  aggregate  amount  of  State 
supplementation  paid  by  the  State  in  the  previous  12-month 
period.  An  amendment  contained  in  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  of  1982  (P.L.  97-248)  allows  a  State  that  shifts  from 
the  aggregate  spending  option  to  the  State  supplementation  pay- 
ment level  option  to  use  the  State  supplementation  payment  level 
in  the  previous  December  rather  than  the  level  in  December  1976. 

The  Committee  is  concerned  that,  because  the  "payment  level" 
pass-through  requirement  has  not  been  updated  since  enactment  in 
1976,  it  is  possible  that  in  some  States  SSI  recipients  would  receive 
none  of  the  July  1983  $20/$30  increase  in  the  Federal  SSI  standard 
provided  in  this  section.  For  example,  if  a  State  has  increased  its 
State  supplemental  payment  levels  at  any  time  since  December 
1976,  it  may  subsequently  reduce  them  and  still  meet  current  law 
pass-through  requirements,  so  long  as  it  does  not  reduce  them 
below  what  they  were  in  December  1976. 
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To  the  extent  such  a  State  does  reduce  its  supplemental  payment 
levels  in  conjunction  with  an  increase  in  the  Federal  SSI  benefit 
standard,  it  reduces  the  amount  of  the  Federal  increase  that  is 
''passed-through"  to  recipients.  The  following  is  a  hypothetical  ex- 
ample using  California  supplemental  payment  levels: 


December  1976 

June  1983 

July  1983 

Federal  SSI  payment  

  168 

284 

304 

State  supplemental  payment  level  

  108 

166 

146 

Total  

  276 

450 

450 

In  this  example,  the  recipients  in  July  1983  do  not  receive  any  of 
the  Federal  increase  (i.e.  none  of  it  is  "passed-through")  because 
the  State  supplemental  payment  is  reduced  by  the  same  amount 
the  Federal  SSI  benefit  is  increased.  Nevertheless,  California  would 
be  in  compliance  with  current  Federal  pass-through  requirements 
because  it  had  not  reduced  its  State  supplemental  payment  below 
in  December  1976  level,  which,  as  shown,  was  $108. 

Because  of  the  Committee's  concern  that,  under  current  law,  it  is 
possible  for  some  States  to  pass-through  none  of  the  $20/$30  in- 
crease, this  section  updates  the  current  "payment  level"  pass- 
through  requirement.  The  intent  of  this  change  is  to  provide  SSI 
recipients  with  an  increase  in  total  income  equal  to  the  cost-of- 
living  increase  that  would  have  been  provided  in  the  Federal  SSI 
benefit  standard  in  July  1983  under  the  present  COLA  provisions. 
At  the  same  time,  the  Committee  has  maintained  the  current  pro- 
tection for  States  against  total  supplementation  costs  in  excess  of 
total  expenditures  in  the  previous  year. 

This  section  amends  the  current  SSI  pass-through  law  to  provide 
that,  in  order  to  meet  the  ''payment  level"  pass-through  require- 
ment, a  State  could  not  reduce  its  SSI  supplemental  payment  levels 
below  that  which  would  be  sufficient  to  provide  SSI  recipients  with 
an  increase  in  benefits  equal  to  the  amount  that  Federal  SSI  bene- 
fits would  be  increased  in  July  1983  under  the  current  COLA  provi- 
sions. A  State  could  continue  to  comply  with  Federal  pass-through 
law  by  meeting  the  present  ''aggregate  amount"  requirement.  In 
other  words,  as  under  current  law,  a  State  would  not  be  required  to 
spend  more  in  total  for  State  SSI  supplemental  payments  than  the 
total  aggregate  amount  of  State  supplementation  paid  by  the  State 
in  the  previous  12-month  period. 

The  six  month  delay  in  the  social  security  cost-of-living  increase, 
combined  with  a  $20/ $30  increase  in  the  Federal  SSI  benefit  stand- 
ard, creates  the  necessity  to  continue  to  provide  some  flexibility  for 
States  that  have  a  significant  number  of  SSI  "state  supplementa- 
tion only"  recipients.  "State  supplementation  only"  recipients  are 
those  aged,  blind  or  disabled  individuals  and  couples  whose  count- 
able income  from  non-SSI  sources,  which  in  most  cases  is  from 
social  security,  exceeds  the  Federal  SSI  benefit  standard.  They 
qualify  for  an  SSI  payment  only  because  of  State  SSI  supplemen- 
tary payments  which,  in  their  case,  are  entirely  financed  by  the 
State. 
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There  are  approximately  470,000  "state  supplementation  only" 
SSI  recipients  receiving  benefits  under  federally  administered  and 
State  administered  State  supplementation  programs.  Tables  4  and 
5  show  the  number  of  persons  receiving  Federal  and  State  adminis- 
tered State  supplementation,  by  reason  for  eligibility  and  State,  in 
June  1982.  These  tables  also  show  the  number  of  persons  that  are 
''state  supplementation  only"  recipients. 

As  indicated  in  columns  1  and  2  of  Table  6,  which  uses  California 
as  an  example,  when  there  is  a  cost-of-living  increase  in  both  the 
Federal  SSI  benefits  and  social  security  benefits,  an  individual  who 
receives  only  social  security  and  State  supplementation  payments 
can  receive  an  increase  in  total  income  without  additional  cost  to 
the  State.  However,  when  there  is  an  increase  in  the  combined 
Federal/State  SSI  benefit  standard  and  not  an  increase  in  the 
social  security  benefit,  as  will  occur  under  this  bill,  without  some 
flexibility  in  the  pass-through  requirements,  some  States  would 
have  a  significant  increase  in  their  total  state  supplementation 
costs.  This  would  be  the  case  in  States  such  as  California,  Massa- 
chusetts and  Wisconsin  in  which  over  30  percent  of  their  SSI  recip- 
ients are  "state  supplementation  only"  cases. 

Therefore,  the  bill  will  continue  to  allow  States  the  flexibility  to 
use  a  portion  of  the  total  amount  of  State  supplementation  funds  to 
make  up  for  the  lack  of  an  increase  in  the  social  security  for  "state 
supplementation  only"  recipients  by  reducing  the  State  supplemen- 
tary payment  standard  for  all  SSI  recipients  in  the  State,  as  indi- 
cated in  column  3  of  Table  6. 

TABLE  4.-SUPPLEMENTAL  SECURITY  INCOME:  NUMBER  OF  PERSONS  RECEIVING  FEDERALLY 
ADMINISTERED  STATE  SUPPLEMENTATION,  BY  REASON  FOR  ELIGIBILITY  AND  STATE,  JUNE  1982  ^ 


All  persons  Aged  Blind  Disabled 


With  With  With  With 

State  State  State  State  State 

Total  2      supple-  Total       supple-  Total       supple-  Total  supple- 
mentation              mentation               mentation  mentation 
only                    only                    only  only 


Total  1,600,323  421,481  631,386  242,285  36,031  9,247  932,906  169,949 

Arkansas   303  17  181  13         18    104  4 

California   666,415  269,478  287,500  152,132  17,503      6,280  361,412  111,066 

Delaware   440  82  133  36  48         11  259  35 

District  of  Columbia   14,184  408  3,776  187  202          5  10,206  216 

Florida   11    7                    1    3  

Georgia   344  54  201  31         11    132  23 

Hawaii   9,387  595  4,442  344  162          3  4,783  248 

Iowa   1,690  216  252  60  893         54  545  102 

Kansas   178  6  40  1          6    132  5 

Louisiana   996  60  942  51          2    52  9 

Maine   19,451  3,970  8,049  2,423  289         31  11,113  1,516 

Maryland   449  19  132  5         21    296  14 

Massachusetts   108,588  41,180  56,732  30,047  4,849      1,920  47,007  9,213 

Mictiigan   103,999  11,248  31,029  4,829  1,854         95  71,116  6,324 

Mississippi   382  17  257  9          6    119  8 

Montana   732  95  57  8          4    671  87 

Nevada   3,758  985  3,268  792  449        181  41  12 

New  Jersey   78,402  7,110  28,238  3,448  1,109         51  49,055  3,611 

New  York   326,285  46,323  114,523  26,218  3,919        316  207,843  19,789 

Ohio   400  34  132  10  21          2  247  22 

Pennsylvania   145,410  13,251  46,408  6,752  2,944        92  96,058  6,407 


116 


TABLE  4.-SUPPLEMENTAL  SECURITY  INCOME:  NUMBER  OF  PERSONS  RECEIVING  FEDERALLY 
ADMINISTERED  STATE  SUPPLEMENTATION,  BY  REASON  FOR  ELIGIBILITY  AND  STATE,  JUNE 
1982  1— Continued 


All  persons  Aged  Blind  Disabled 


With  With  With  With 

State  State  State  State  State 

Total  2      supple-  Total       supple-  Total       supple-  Total  supple- 
mentation              mentation               mentation  mentation 
only                     only                     only  only 


Rhode  Island  

  13,317 

2,533 

4,971 

1,449 

202 

21 

8,144 

South  Dakota  

  101 

2 

39 

4 

1 

58 

Tennessee  

  45 

1 

18 

3 

24 

Vermont  

  8,006 

1,364 

3,029 

774 

114 

8 

4,863 

Washington  

  39,988 

3,945 

12,629 

1,835 

555 

36 

26,804 

Wisconsin  

  57,057 

18,488 

24,400 

10,831 

842 

140 

31,815 

Unknown   5   1    4 


1  Partly  estimated. 

2  Includes  all  persons  with  twth  Federal  SSI  payments  and  federally  administered  State  supplementation  and  those  eligible  for  federally 
administered  State  supplementation  only. 


TABLE  5.-SUPPLEMENTAL  SECURITY  INCOME:  NUMBER  OF  PERSONS  RECEIVING  STATE- 
ADMINISTERED  STATE  SUPPLEMENTATION,  BY  REASON  FOR  ELIGIBILITY  AND  STATE,  JUNE  1982 


All  persons  Aged  Blind  Disabled 


With  With  With  With 

State  State  State  State  State 

Total       supple-  Total       supple-  Total       supple-  Total  supple- 
mentation              mentation               mentation  mentation 
only                    only                    only  only 


Total  

.1  246,548  .. 

130,837  .. 

3,421   

105,606  .. 

States  reporting  supplementa- 

tion only  cases  

1  238,113 

49,106 

127,213 

29,313 

3,215 

583 

101,001 

18,660 

Alabama  

16,971 

3,182 

12,408 

2,393 

124 

16 

4,439 

773 

Alaska  ^  

928 

260 

379 

128 

12 

2 

537 

130 

Arizona  

1,672 

175 

988 

141 

4 

680 

34 

Colorado  

33,936 

10,661 

23,758 

9,240 

149 

8 

10,029 

1,413 

Connecticut  

12,025 

8,768 

5,410 

3,892 

87 

53 

6,528 

4,823 

Florida  

7,414  .. 

3,907 

n  

^  3,507 

Idaho  

2,647 

572 

1,024 

305 

26 

2 

1,597 

265 

Illinois  

29,138 

7,344 

6,025 

1,521 

298 

38 

22,815 

5,785 

Kentucky  

7,845 

1,742 

4,373 

1,310 

103 

5 

3,369 

427 

Maryland  

1550 

1550 

{') 

{') 

{') 

(=') 

{') 

Minnesota  ^  

10,139 

1,378 

2,886 

493 

156 

21 

7,097 

864 

Missouri  

20,515 

5,749 

16,579 

4,394 

757 

281 

3,179 

1,074 

Nebraska  

8,433 

1,506 

3,428 

641 

135 

22 

4,870 

843 

New  Hampshire  

4,517 

1,564 

{') 

167 

{') 

2,786 

(«) 

New  Mexico  

1281.. 

(3)  .... 

North  Carolina  

10,917 

2,478 

6,221 

1,667 

258 

44 

4,438 

767 

North  Dakota  

99 

2 

65 

1 

2 

32 

1 

Oklahoma  

53,089 

2,425 

34,408 

1,828 

453 

10 

18,228 

587 

Oregon   

12,416 

2,314 

4,070 

1,359 

601 

81 

7,745 

874 

South  Carolina  

1,746  .. 

715 

22 

1,009 

South  Dakota  

338 

{') 

201 

(=') 

2 

135 

{') 

Utah  

..   1  5,853  .. 

n .... 

Virginia  

3,580 

{') 

1,859 

{') 

37 

1,684 

West  Virginia  

109  .. 

42 

67 

Wvomine  

1.390  .. 

527 

28  . 

835 

>  Includes  data  not  distributed  by  reason  for  eligibility. 

^  Represents  March  1980  data  for  Alaska  and  February  1982  data  for  Minnesota;  data  not  available  for  June  1982. 

3  Data  not  available. 

*  Includes  data  for  the  blind. 
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TABLE  6.-IMPACT  IN  CALIFORNIA  OF  COMMITTEE  SSI  AMENDMENTS:  MONTHLY  PAYMENTS  TO 
INDIVIDUAL  SSI  RECIPIENTS 

Current  law  February  1983      Current  law  July  1983         Committee  biH;  $20  Committee  bill  pass-through 

  COLA  in  SSI  and  OASDI  increase  in  July  modified  full  $20  increase  in  July 

(4.1  percent)  pass-through  (No  less  than   

  under  July  1983  COLA) 


(4) 
(3) 


Social  security 

350 

250 

0 

364 

260 

0 

350 

250 

0 

350 

250 

0 

$20  disregard  

-20 

-20 

0 

-20 

-20 

0 

-20 

-20 

0 

-20 

-20 

0 

(^untable  income.... 

330 

230 

0 

344 

240 

0 

330 

230 

0 

330 

230 

0 

Federal  SSI  benefit 

standard  

284 

284 

284 

295 

295 

295 

304 

304 

304 

304 

304 

304 

Excess  social  security 

income  

46 

0 

0 

49 

0 

0 

26 

0 

0 

26 

0 

0 

Federal  SSI  payments.. 

0 

54 

284 

0 

55 

295 

0 

74 

304 

0 

74 

304 

State  supplemental 

standard  

166 

166 

166 

166 

166 

166 

157 

157 

157 

166 

166 

166 

0)untable  social 

security  income  

-46 

0 

0 

-49 

0 

0 

-26 

0 

0 

-26 

0 

0 

State  supplemental 

payment  

120 

166 

166 

117 

166 

166 

131 

157 

157 

140 

166 

166 

Total  income: 

Social  security  

350 

250 

0 

364 

260 

0 

350 

250 

0 

350 

250 

0 

Federal  SSI  payment.... 

0 

54 

284 

0 

55 

295 

0 

74 

304 

0 

74 

304 

State  supplemental 

payment  

120 

166 

166 

117 

166 

166 

131 

157 

157 

140 

166 

166 

Total  

470 

470 

450 

481 

481 

461 

481 

481 

461 

490 

490 

470 

Section  J^03:  SSI  eligibility  for  temporary  residents  of  emergency 
shelters  for  the  homeless 

The  homeless  who  use  public  emergency  shelters  in  large  cities 
are  not  eligible  for  SSI  because  residents  of  public  Institutions 
(except  small  group  homes  and  medical  institutions)  are  not  eligi- 
ble for  SSI  the  first  full  month  throughout  which  they  are  a  resi- 
dent of  public  institution  Aged,  blind  or  disable  individuals  who  are 
residents  of  private  emergency  shelters  are  eligible  for  SSL 

This  section  provides  that  aged,  blind  or  disabled  individuals 
living  in  public  emergency  shelters  could  receive  SSI  payments  for 
up  to  three  months  during  any  12-month  period.  The  SSI  benefits 
should  enable  the  individual,  with  the  help  of  the  staff  of  the  shel- 
ter and  other  public  or  private  agencies,  to  arrange  and  make  nec- 
essary deposits  for  permanent  housing. 

Section  404-'  Disregarding  of  emergency  and  other  in- kind  assistance 
provided  by  nonprofit  organizations 

Under  present  law,  privately  financed  emergency  and  other  in- 
kind  assistance,  other  than  energy  assistance,  that  is  provided  to 
aged,  blind  or  disabled  individuals  is  counted  as  income  under  the 
SSI  program.  Such  assistance  to  families  with  dependent  children 
may  be  counted  as  income  under  State  AFDC  law. 

This  section  provides  that,  effective  from  enactment  until  Sep- 
tember 30,  1984,  emergency  and  other  in-kind  assistance  provided 
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by  a  private  nonprofit  organization  to  an  aged,  blind  or  disabled  in- 
dividual, or  to  a  family  with  dependent  children,  would  be  disre- 
garded under  the  SSI  and  AFDC  programs,  if  the  State  determines 
that  such  assistance  was  provided  on  the  basis  of  need. 


TABLE  7.— NUMBER  OF  PERSONS  RECEIVING  FEDERALLY  ADMINISTERED  SSI  PAYMENTS  BY  STATE, 

SEPTEMBER  1982 


state 

Total 

Aged 

Blind 

Disabled 

Total  1  

  3,907,121 

1,588,102 

77,678 

2,241,341 

Alabama  ^  

  127,630 

67,651 

1,924 

58,055 

Alaska  ^  

  2,967 

1,092 

54 

1,821 

Arizona  ^  

  28,639 

10,294 

596 

17,749 

Arkansas  

  72,101 

37,357 

1,438 

33,306 

California  

  667,769 

282,083 

17,801 

367,885 

Colorado  2  

  28,538 

11,025 

385 

17,128 

Connecticut  2  

  23,012 

6,535 

426 

16,051 

Delaware  

  6,760 

2,174 

169 

4,417 

District  of  Columbia  

  14,620 

3,915 

201 

10,504 

Florida  

  169,746 

79,358 

2,796 

87,592 

Georgia  

  146,963 

63,494 

2,875 

80,594 

Hawaii  

  9,898 

4,532 

170 

5,196 

Idaho  2  

  7,281 

2,240 

110 

4,931 

Illinois  2  

  118,052 

30,811 

1,935 

85,306 

Indiana  2  

  40,258 

12,486 

1,179 

26,593 

Iowa  

  24,472 

9,238 

1,013 

14,221 

Kansas  

  19,181 

6,485 

302 

12,394 

Kentucky  2  

  90,998 

36,748 

2,031 

52,219 

Louisiana  

  125,507 

55,453 

2,069 

67,985 

Maine  

  20,137 

8,156 

290 

11,691 

Maryland  

  46,488 

14,270 

671 

31,547 

Massachusetts  

  109,936 

55,676 

4,949 

49,311 

Michigan  

  108,931 

31,778 

1,913 

75,240 

Minnesota  2  

  29,762 

10,792 

641 

18,329 

Mississippi  

  109,554 

55,957 

1,791 

51,806 

Missouri  2  

  77,808 

33,065 

1,265 

43,478 

Montana  

  6,535 

1,950 

131 

4,454 

Nebraska  2  

  12,919 

4,412 

228 

8,279 

Nevada  

  6,663 

3,307 

465 

2,891 

New  Hampshire  2  

  5,151 

1,737 

120 

3,294 

New  Jersey  

  82,835 

29,464 

1,129 

52,242 

New  Mexico  2  

  24,349 

9,448 

457 

14,444 

New  York  

  340,213 

118,765 

3,996 

217,452 

North  Carolina  2  

  133,166 

56,854 

2,957 

73,355 

North  Dakota  2  

  5,856 

2,676 

82 

3,098 

Ohio  

  113,805 

29,249 

2,306 

82,250 

Oklahoma  2  

  60,383 

28,501 

950 

30,932 

Oregon  2  

  21,876 

6,529 

502 

14,845 

Pennsylvania  

  153,322 

48,908 

3,040 

101,374 

Rhode  Island  

  14,509 

5,312 

214 

8,983 

South  Carolina  2  

  80,267 

34,327 

1,851 

44,089 

South  Dakota  

  7,750 

3,302 

147 

4,301 

Tennessee  

  124,515 

53,525 

1,977 

69,013 

Texas  3  

  245,345 

130,021 

4,194 

111,130 

Utah  2  

  7,541 

2,081 

168 

5,292 

Vermont  

  8,531 

3,144 

122 

5,265 

Virginia  2  

  78,222 

31,209 

1,399 

45,614 

Washington  

  43,047 

13,062 

595 

29,390 

West  Virginia  2  

  39,147 

11,627 

636 

26,884 

Wisconsin  

  61,851 

25,032 

958 

35,861 

Wyoming  2  

  1,680 

637 

40 

1,003 

Unknown  

  14 

5 

1 

8 
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TABLE  7.-NUMBER  OF  PERSONS  RECEIVING  FEDERALLY  ADMINISTERED  SSI  PAYMENTS  BY  STATE, 
SEPTEMBER  1982— Continued 


state 

Total 

Aged 

Blind 

Disabled 

Other: 

Northern  Mariana  Islands  ^  

  621 

353 

19 

249 

'  Includes  persons  with  Federal  SSI  payments  and/or  federally  administered  State  supplementation,  unless  otherwise  indicated. 

2  Data  for  Federal  SSI  payments  only;  State  has  State-administered  supplementation. 

3  Data  for  Federal  SSI  payments  only;  State  supplementary  payments  not  made. 
Source:  Office  of  Research  and  Statistics,  Social  Security  Administration. 


E.  Unemployment  Compensation  Provisions  (Title  V) 
1.  Overview 

a.  extension  of  federal  supplemental  compensation  (fsc) 

PROGRAM 

The  Committee  bill  extends  the  FSC  program  for  6  months,  from 
April  1,  1983  through  September  30,  1983. 
Effective  April  1,  1983,  FSC  benefits  would  be  payable  as  follows: 

(1)  Basic  FSC  benefits:  Individuals  who  begin  receiving  FSC  on  or 
after  April  1,  1983  could  receive  up  to  a  maximum  of:  14  weeks  in 
States  with  lUR  6.0  or  above;  13  weeks  in  States  with  lUR  5.0  to 
5.9;  11  weeks  in  States  with  lUR  4.5  to  4.9;  10  weeks  in  States  with 
lUR  3.5  to  4.4;  8  weeks  in  all  other  States. 

(2)  Additional  FSC  benefits:  Individuals  who  exhaust  FSC  on  or 
before  April  1,  1983  could  receive  additional  weeks  equal  to  three- 
fourths  of  the  basic  FSC  entitlement  payable  in  the  State,  up  to  a 
maximum  of:  10  weeks  in  the  14  basic  week  States;  8  weeks  in  the 
13  and  11  basic  week  States;  6  weeks  in  the  10  and  8  basic  week 
States. 

(3)  Individuals  who  begin  receiving  FSC  before  April  1,  and  have 
some  FSC  entitlement  remaining  after  that  date,  could  also  recieve 
additional  weeks  under  (b)  above.  However,  the  combination  of 
their  remaining  basic  FSC  entitlement  received  after  April  1,  1983, 
and  the  additional  weeks  provided  in  (b),  cannot  exceed  the  maxi- 
mum number  of  weeks  of  basic  FSC  benefits  payable  in  the  State, 
shown  in  (a)  above. 

B.  OPTION  FOR  VOLUNTARY  HEALTH  INSURANCE  PROGRAM 

States  would  be  provided  the  option  of  deducting  an  amount 
from  the  unemployment  compensation  benefits  otherwise  payable 
to  an  individual  and  using  the  amount  deducted  to  pay  for  health 
insurance,  if  the  individual  elects  to  have  such  a  deduction  made 
from  his  benefits. 

C.  TREATMENT  OF  CERTAIN  ORGANIZATIONS  WHO  WERE  RETROACTIVELY 
GRANTED  501(C)  (3)  STATUS 

Under  certain  specified  conditions,  a  nonprofit  organization  that 
was  retroactivley  granted  501(c)(3)  status,  and  that  elects  to  switch 
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from  the  contribution  to  the  reimbursement  method  of  financing 
unemployment  benefits,  would  be  allowed  to  apply  any  accumulat- 
ed balance  in  its  State  unemployment  account  to  costs  incurred 
after  it  switches  to  the  reimbursement  method. 
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3.  Section-by-Section 
part  a,  sections  501-510:  federal  supplemental  compensation 

States  provide  unemployment  compensation  benefits  to  unem- 
ployed individuals  who  meet  the  qualifying  requirements  of  State 
law.  These  beneifts  are  financed  by  employer-paid,  State  unemploy- 
ment payroll  taxes. 

In  all  States,  in  order  to  receive  State  benefits,  an  individual 
must  have  earned  a  specified  amount  or  wages  and/ or  worked  for  a 
certain  period  of  time  prior  to  filing  for  unemployment  compensa- 
tion. There  is,  however,  substantial  variation  among  the  States  in 
the  amount  of  previous  earnings  or  employment  necessary  to  quali- 
fy for  benefits.  In  addition  to  the  prior  work  or  earnings  require- 
ment, to  qualify  for  State  benefits  the  claimant  must  have  been 
''involuntarily"  terminated  from  his  most  recent  job;  he  must  be 
able  to  work,  available  for  work,  and  seeking  work;  and  he  must 
not  refuse  an  offer  of  suitable  employment. 

Most  States  provide  up  to  a  maximum  of  26  weeks  of  State  un- 
employment compensation  benefits  to  unemployed  individuals  who 
meet  the  qualifying  requirements  of  State  law.  Many  claimants 
qualify  for  less  than  the  maximum  26  weeks,  and  in  seven  (7) 
States  claimants  may  receive  more  than  26  weeks  of  State  benefits. 
The  number  of  weeks  a  claimant  may  draw  benefits  (except  in  the 
eleven  ''uniform  duration"  States)  and  the  amount  of  his  or  her 
weekly  unemployment  payment  varies  with  the  level  of  wages  or 
length  of  employment  prior  to  the  filing  for  benefits. 

FEDERAL-STATE  EXTENDED  UNEMPLOYMENT  COMPENSATION  BENEFITS 

Under  the  permanent  Federal-State  extended  unemployment 
compensation  benefits  program,  additional  weeks  of  unemployment 
compensation  are  payable  to  individuals  who  exhaust  their  State 
benefits  during  periods  of  high  unemployment.  Extended  benefits 
are  financed  50  percent  from  State  unemployment  taxes  and  50 
percent  from  Federal  unemployment  taxes. 

Under  the  extended  benefits  program,  an  individual  may  receive 
additional  weeks  of  benefits  equal  to  one-half  of  the  number  of 
weeks  of  State  benefits  to  which  he  or  she  was  entitled.  No  one, 
however,  may  receive  more  than  13  weeks  of  extended  benefits,  or 
a  combined  total  of  more  than  39  weeks  of  State  plus  extended 
benefits. 

Extended  benefits  are  payable  in  a  State  when,  over  a  moving  13 
week  period,  the  State  insured  unemployment  rate  (lUR — the  per- 
centage of  workers  covered  by  the  State  unemployment  compensa- 
tion program  who  are  claiming  State  benefits  in  a  particular  week) 
averages  at  least  5  percent  and,  in  addition  is  at  least  20  percent 
higher  than  the  State  lUR  during  the  comparable  period  in  the  two 
prior  years.  When  the  "20  percent"  factor  is  not  met,  a  State,  at  its 
option,  may  provide  extended  benefits  when  the  State  lUR  reaches 
6  percent.  Thirty-nine  (39)  States  have  incorporated  the  optional  6 
percent  "trigger"  into  their  State  law. 
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FEDERAL  SUPPLEMENTAL  COMPENSATION  (FCS) 

The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (Public 
Law  97-248)  established  the  FSC  program.  This  program  provides 
additional  weeks  of  unemployment  compensation  at  the  same 
weekly  benefit  amount  to  individuals  who  have  exhausted  their 
State  benefits  and  any  extended  benefits  to  which  they  are  enti- 
tled. The  FSC  program,  which  became  effective  on  September  12, 
1982,  expires  March  31,  1983. 

As  originally  enacted,  the  FSC  program  provided  10,  8,  or  6  addi- 
tional weeks  of  benefits.  The  Surface  Transportation  Assistance 
Act  of  1982  (Public  Law  97-424)  increased  the  maximum  number  of 
weeks  of  FSC  benefits  to  16,  14,  12,  or  8,  depending  on  the  State 
where  the  individual  filed  for  or  received  the  additional  benefits. 

Beginning  with  the  week  of  January  9,  1983,  the  FSC  program 
provides  the  following  maximum  weeks  of  benefits: 

(1)  16  weeks  in  States  with  an  insured  unemployment  rate  (lUR) 
of  at  least  6.0  percent  (measured  as  the  average  over  a  moving  13 
week  period); 

(2)  14  weeks  in  States  that  were  triggered  on  the  extended  bene- 
fits program  between  June  1,  1982  and  January  6,  1983; 

(3)  12  weeks  in  remaining  States  with  a  13  week  average  lUR  of 
at  least  4.5  percent; 

(4)  10  weeks  in  remaining  States  with  a  13  week  average  lUR  be- 
tween 3.5  and  4.5  percent;  and 

(5)  8  weeks  in  all  other  States. 

In  order  to  be  eligible  for  these  benefits,  an  individual  must  have 
exhausted  his  regular  State  benefits  and  any  extended  benefits  to 
which  he  was  entitled;  he  has  to  meet  all  requirements  for  State 
and  extended  benefits;  and,  (1)  his  benefit  year  must  have  ended  on 
or  after  June  1,  1982,  or  (2)  he  must  have  been  eligible  for  extended 
benefits  for  any  week  beginning  on  or  after  June  1,  1982. 

When  an  individual  is  determined  to  be  eligible  for  State  unem- 
ployment compensation  benefits,  he  generally  has  52  weeks,  known 
as  the  benefit  year,  in  which  to  collect  the  benefits  to  which  he  is 
entitled.  In  most  States,  the  benefit  year  begins  with  the  first  week 
for  which  a  valid  claim  for  benefits  was  filed.  Therefore,  in  most 
States,  if  an  individual  first  filed  a  valid  claim  for  unemployment 
compensation  benefits  for  a  week  beginning  on  or  after  June  1, 
1981,  he  should  be  eligible  for  FSC  benefits.  If  an  individual's  bene- 
fit year  ends  before  June  1,  1982,  but  he  was  eligible  to  receive  ex- 
tended benefits  for  any  week  beginning  on  or  after  June  1,  1982,  he 
should  be  eligible  for  FSC  benefits. 

If  an  individual  is  eligible  for  FSC  benefits,  the  number  of  weeks 
of  FSC  he  may  receive  is  determined  in  relation  to  the  number  of 
weeks  of  regular  State  benefits  to  which  he  was  entitled.  An  eligi- 
ble individual  may  receive  FSC  for  the  lesser  of  (a)  65  percent  of 
the  number  of  weeks  of  regular  State  benefits  to  which  he  was  en- 
titled or  (b)  the  maximum  number  of  weeks  of  FSC  benefits  pro- 
vided in  the  State.  In  the  case  of  an  interstate  claim  for  FSC,  the 
individual  is  eligible  for  the  lesser  of  (a)  the  maximum  number  of 
weeks  of  FSC  payable  to  him  in  the  State  in  which  he  receives  the 
benefits  or  (b)  the  maximum  number  of  weeks  payable  to  him  in 
his  former  State. 
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EXTENSION  OF  FSC  THROUGH  SEPTEMBER  30,  1983 

Sections  501-510  of  the  bill  extend  the  FSC  program,  which  will 
expire  on  March  31,  1983,  for  six  months,  or  until  September  30, 
1983,  and  make  certain  modifications  in  the  program.  Under  this 
extension,  effective  April  1,  1983,  FSC  benefits  will  be  payable  as 
follows: 

(a)  Basic  FSC  benefits:  Individuals  who  begin  receiving  FSC  on  or 
after  April  1,  1983  could  receive  up  to  a  maximum  of:  14  weeks  in 
States  with  13  week  average  lUR  6.0  or  above;  13  weeks  in  States 
with  13  week  average  lUR  5.0  to  5.9;  11  weeks  in  States  with  13 
week  average  lUR  4.5  to  4.9;  10  weeks  in  States  with  13  week  aver- 
age lUR  3.5  to  4.4;  and,  8  weeks  in  all  other  States. 

(b)  Additional  FSC  benefits:  Individuals  who  exhaust  FSC  on  or 
before  April  1,  1983  could  receive  additional  weeks  equal  to  three- 
fourths  of  the  basic  FSC  entitlement  payable  in  the  State,  up  to  a 
maximum  of:  10  weeks  in  the  14  basic  week  States;  8  weeks  in  the 
13  and  11  basic  week  States;  and,  6  weeks  in  the  10  and  8  basic 
week  States. 

(c)  Individuals  who  begin  receiving  FSC  before  April  1,  and  have 
some  FSC  entitlement  remaining  after  that  date,  could  also  receive 
additional  weeks  under  (b)  above.  However,  the  combination  of 
their  remaining  basic  FSC  entitlement  received  after  April  1,  1983, 
and  the  additional  weeks  provided  in  (b),  cannot  exceed  the  maxi- 
mum number  of  weeks  of  basic  FSC  benefits  payable  in  the  State, 
shown  in  (a)  above. 

In  response  to  the  alarming  rate  of  unemployment,  and  the  terri- 
ble hardship  faced  by  the  millions  of  unemployed,  in  August  of  last 
year  the  Congress  passed  the  temporary  Federal  Supplemental 
Compensation  (FSC)  program  described  above.  This  program  was 
enacted  for  six  months  and  will  expire  on  March  31,  1983. 

When  enacted,  it  was  hoped  that  strong  signs  of  economic  recov- 
ery would  emerge  during  the  program's  six  month  duration  creat- 
ing new  employment  opportunities.  FSC  was  intended  to  ''bridge 
the  gap"  for  jobless  workers  until  new  employment  became  availa- 
ble. 

Unfortunately,  the  unemployment  rate  remains  above  10  per- 
cent. 12  million  Americans  are  out  of  work.  Most  areas  of  the  coun- 
try are  continuing  to  face  record  levels  of  unemployment.  Thou- 
sands of  jobless  workers  are  exhausting  their  State  and  extended 
benefits  each  week  and  are  depending  on  the  additional  weeks  of 
benefits  provided  under  the  temporary  FSC  program  in  order  to 
provide  for  themselves  and  their  families  until  they  find  employ- 
ment. It  is  therefore  necessary,  as  provided  in  this  section,  to 
extend  the  FSC  program  for  six  months  beyond  the  current  expira- 
tion date. 

It  is  estimated  that,  by  April  1,  1983,  1.2  million  unemployed 
workers  will  have  exhausted  the  FSC  benefits  to  v/hich  they  were 
entitled.  A  simply  extension  of  the  current  FSC  program  will  not 
help  these  individuals.  Furthermore,  recent  unemployment  statis- 
tics indicate  that  as  the  economy  improves,  it  is  the  short-term  un- 
employed who  tend  to  be  rehired  first.  For  these  reasons,  along 
with  extending  the  basic  FSC  program,  this  section  provides  addi- 
tional weeks  of  benefits  for  individuals  who  have  or  soon  will  ex- 
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haust  their  FSC  benefits.  These  additional  weeks  of  benefits  will 
help  those  individuals  who  have  been  unemployed  for  the  longest 
period  of  time  and  who  appear  to  be  among  those  in  the  greatest 
need  of  assistance. 

The  following  tables  provide  information  on  the  number  of  weeks 
of  FSC  benefits  that  will  be  payable  to  individuals  in  different 
States  under  the  extension  of  the  program  provided  in  this  section. 

TABLE  l.-MAXIMUM  NUMBER  OF  BASIC  AND  ADDITIONAL  WEEKS  OF  FSC  PAYABLE  AFTER  APR.  1, 
1983,  UNDER  EXTENSION  CONTAINED  IN  COMMIHEE  BILL,  AS  OF  FEB.  12,  1983,  FSC  TRIGGER 
RATEi 


state 


Alabama  

Alaska  

Arizona  

Arkansas   

California  

Colorado  

Connecticut  

Delaware  

District  of  Columbia 

Florida  

Georgia  

Hawaii  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire  

New  Jersey  

New  Mexico  

New  York  

North  Carolina  

North  Dakota  

Ohio  

Oklahoma  

Oregon   

Pennsylvania  

Puerto  Rico  

Rhode  Island  

South  Carolina  


Maximum 

Maximum 

number  of 

A 

week  insured 
unemployment 
rate  lUR)  as 
of  Feb  12 
1983 

number  of 
basic  weeks 

of  FSC 
payable  after 
Apr.  1,  1983, 

additional 
weeks  of  FSC 
payable  to 
individuals 
who  exhausted 

under 

or  began 

committee 

receiving  FSC 

bill  ^ 

prior  to  Apr. 
1,  1983  2 

6.52 

14 

10 

8.55 

14 

10 

4.35 

10 

6 

7.03 

14 

10 

3  5.67 

13 

8 

3.94 

10 

6 

4.01 

10 

6 

3  3.73 

10 

6 

3.88 

10 

6 

2.55 

8 

6 

3.67 

10 

6 

3.46 

8 

6 

8.05 

14 

10 

6.43 

14 

10 

5.77 

13 

3 

5.28 

13 

g 

in 

C 
D 

A  QQ 

1 A 

in 

<;  77 

0.1 1 

0 
0 

j.D/ 

Ij 

0 

0 

A  7C 

1 1 
11 

g 

0 

11 
11 

Q 

0 

8.01 

14 

10 

4.82 

11 

8 

6.90 

14 

10 

4.97 

11 

8 

6.09 

14 

10 

3.64 

10 

6 

5.56 

13 

8 

3.34 

8 

6 

4.98 

11 

8 

4.53 

11 

8 

4.33 

10 

6 

5.15 

13 

8 

4.78 

11 

8 

3  6.59 

14 

10 

M.12 

10 

6 

7.44 

14 

10 

8.06 

14 

10 

8.67 

(*) 

10 

6.26 

14 

10 

5.89 

13 

8 
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TABLE  l.-MAXIMUM  NUMBER  OF  BASIC  AND  ADDITIONAL  WEEKS  OF  FSC  PAYABLE  AFTER  APR.  1, 
1983,  UNDER  EXTENSION  CONTAINED  IN  COMMIHEE  BILL,  AS  OF  FEB.  12,  1983,  FSC  TRIGGER 
RATE  1— Continued 


state 


Average  13 
week  insured 
unemployment 
rate  (lUR)  as 

of  Feb.  12, 
1983 


Maximum 
number  of 
basic  weeks 

of  FSC 
payable  after 
Apr.  1,  1983, 
under 
committee 
bill  2 


Maximum 
number  of 
additional 

weeks  of  FSC 
payable  to 
individuals 

who  exhausted 
or  began 

receiving  FSC 

prior  to  Apr. 
1,  1983  2 


South  Dakota   2.83  8  6 

Tennessee   5.31  13  8 

Texas   3.04  8  6 

Utah   5.78  13  8 

Vermont   6.03  14  10 

Virginia   2.79  8  6 

Virgin  Islands   4.49  10  6 

Washington   7.28  14  10 

West  Virginia   10.00  14  10 

Wisconsin   7.08  14  10 

Wyoming   5.51  13  8 


•  The  FSC  trigger  rate  is  the  State  insured  unemployment  rate— the  percentage  of  workers  covered  under  the  State  unemployment  compensation 
law  who  are  claiming  State  unemployment  benefits  in  a  particular  week— averaged  over  a  moving  13-week  period.  It  is  updated,  and  subject  to 
change,  on  a  weekly  basis.  Therefore,  the  number  of  weeks  of  FSC  payable  in  any  State  when  the  extension  takes  effect  on  Apr.  1,  1983,  could  be 
different  from  that  shown  below,  which  is  based  on  the  FSC  trigger  rate  as  of  Feb.  12,  1983. 

2  Individuals  who  exhaust  FSC  on  or  before  Apr.  1,  1983,  could  receive  additional  weeks  of  FSC  benefits  equal  to  %  of  the  basic  FSC 
entitlement  up  to  a  maximum  of:  10  weeks  in  14  basic  week  States;  8  weeks  in  13  and  11  basic  week  States;  6  weeks  in  10  and  8  basic  week 
States. 

Individuals  who  begin  receiving  FSC  prior  to  Apr.  1,  1983,  and  who  have  FSC  entitlement  after  that  date  could  also  receive  additional  weeks. 
However,  the  combination  of  their  remaining  basic  FSC  entitlement  received  after  Apr.  1,  1983,  plus  additional  weeks  cannot  exceed  the  maximum 
number  of  weeks  of  basic  FSC  benefits  payable  in  the  State  after  Apr.  1,  1983. 

3  lUR  rate  as  of  Feb.  5,  1983. 

*  13  weeks  FSC  due  to  20  weeks  regular  duration. 


TABLE  2.-MAXIMUM  NUMBER  OF  WEEKS  OF  FSC  PAYABLE  AFTER  APR.  1,  1983,  UNDER  EXTENSION 
CONTAINED  IN  COMMIHEE  BILL  AND  UNDER  CURRENT  LAW,  AS  OF  FEB.  12,  1983,  FSC  TRIGGER 
RATEi 


State 


Average  13 
week  insured 
unemployment 
rate  (lUR)  as 

of  Feb.  12, 
1983 


Maximum  No. 
of  weeks  of 
FSC  payable 
after  Apr.  1, 
1983,  under 
committee 
bill  2 


Maximum  No. 
of  weeks  of 
FSC  under 
current  law 


Alabama  

Alaska  

Arizona  

Arkansas   

California  

Colorado  

Connecticut  

Delaware  

District  of  Columbia . 

Florida  

Georgia  

Hawaii  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas   

Kentucky   


6.52 

14 

8.55 

14 

4.35 

10 

7.03 

14 

3  5.67 

13 

3.94 

10 

4.01 

10 

33.73 

10 

3.88 

10 

2.55 

8 

3.67 

10 

3.46 

8 

8.05 

14 

6.43 

14 

5.77 

13 

5.28 

13 

4.45 

10 

6.99 

14 
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TABLE  2.-MAXIMUM  NUMBER  OF  WEEKS  OF  FSC  PAYABLE  AFER  APR.  1, 1983,  UNDER  EXTENSION 
CONTAINED  IN  COMMIHEE  BILL  AND  UNDER  CURRENT  LAW,  AS  OF  FEB.  12,  1983,  FSC  TRIGGER 
RATE  1— Continued 


Average  13 
week  insured 
unemployment 
rate  (lUR)  as 

of  Feb.  12, 
1983 


Maximum  No, 
of  weeks  of 
FSC  payable 
after  Apr.  1, 
1983,  under 
committee 
bill  2 


Maximum  No. 
of  weeks  of 
FSC  under 
current  law 


Lousiana  

Maine  

Maryland  

Massachusetts... 

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire. 

New  Jersey  

New  Mexico  

New  Yorl<  

North  Carolina- 
North  Dakota .... 

Ohio  

Oklahoma  

Oregon   

Pennsylvania  

Puerto  Rico  

Rhode  Island  

South  Carolina... 
South  Dakota .... 

Tennessee  

Texas   

Utah  

Vermont  

Virginia  

Virgin  Islands.... 

Washington  

West  Virginia .... 

Wisconsin  

Wvomine  


5.77 

13 

14 

5.57 

13 

14 

4.76 

11 

14 

4.55 

11 

14 

8.01 

14 

16 

4.82 

11 

14 

6.90 

14 

16 

4.97 

11 

14 

6.09 

14 

16 

3.64 

10 

10 

5.56 

13 

14 

3.34 

8 

8 

4.98 

11 

14 

4.53 

11 

14 

4.33 

10 

10 

5.15 

13 

14 

4.78 

11 

12 

3  6.59 

14 

16 

M.12 

10 

10 

7.44 

14 

16 

8.06 

14 

16 

8.67 

(*) 

6.26 

14 

16 

5.89 

13 

14 

2.83 

8 

8 

5.31 

13 

14 

3.04 

8 

8 

5.78 

13 

14 

6.03 

14 

16 

2.79 

8 

8 

4.49 

10 

14 

7.28 

14 

16 

10.00 

14 

16 

7.08 

14 

16 

5.51 

13 

12 

1  The  FSC  trigger  rate  is  the  State  insured  unemployment  rate— the  percentage  of  workers  covered  under  the  State  unemployment  compensation 
law  who  are  claiming  State  unemployment  benefits  in  a  particular  week— averaged  over  a  moving  13-week  period.  It  is  updated,  and  subject  to 
change,  on  a  weekly  basis.  Therefore,  the  number  of  weeks  of  FSC  payable  in  any  State  when  the  extension  takes  effect  on  Apr.  1,  1983,  could  be 
different  from  that  shown  below,  which  is  based  on  the  FSC  trigger  rate  as  of  Feb.  12,  1983. 

2  Individuals  who  exhaust  FSC  on  or  before  Apr.  1,  1983,  could  receive  additional  weeks  of  FSC  benefits  equal  to  %  of  their  basic  FSC 
entitlement  up  to  a  maximum  of;  10  weeks  in  14  basic  week  States;  8  weeks  in  13  basic  and  11  week  States;  6  weeks  in  10  and  8  basic  week 
States. 

Individuals  who  begin  receiving  FSC  prior  to  Apr.  1,  1983  and  who  have  FSC  entitlement  after  that  date  could  also  receive  additional  weeks. 
However,  the  combination  of  their  remaining  basic  FSC  entitlement  received  after  Apr.  1,  1983,  plus  additional  weeks  cannot  exceed  the  maximum 
number  of  weeks  of  basic  FSC  benefits  payable  in  the  State  after  Apr.  1,  1983. 

3  lUR  rate  as  of  Feb.  5,  1983. 

*  13  Weeks  FSC  due  to  20  week  Reg.  duration. 
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TABLE  3.-NUMBER  OF  FSC  WEEKS  PAYABLE  IN  STATES  WITH  lUR  6.0  OR  ABOVE:  MAXIMUM  14- 
WEEK  BASIC  ENTITLEMENT;  MAXIMUM  10  ADDITIONAL  WEEKS 


Number  of  weeks  available  after  Apr.  1 


Number  of  weeks  drawn  before  Apr.  1 


Apr.  1. 


Basic  entitlement    Additional  weeks 


(1)  (2) 

0  

1  

2  

3  

4  

5  

6  

7  

8  

9  

10  

11  

12  

13  

14  or  more  


(3) 


(4) 


Maximum  payable 
after  Apr.  1 

(5) 


Total  FSC  weeks 
(weeks  received  before 
weeks  payable  after 
Apr.  1) 

(6) 


14 

0 

13 

1 

12 

2 

11 

3 

10 

4 

9 

5 

8 

6 

7 

7 

6 

8 

5 

9 

4 

10 

3 

10 

2 

10 

1 

10 

0 

10 

TABLE  4.-NUMBER  OF  FSC  WEEKS  PAYABLE  IN  STATES  WITH  IV  5.0-5.9:  MAXIMUM  13-WEEK 
BASIC  ENTITLEMENT;  MAXIMUM  8  ADDITIONAL  WEEKS 


Number  of  weeks  available  after  Apr.  1 

Total  FSC  weeks 
(weeks  received  before 
plus  weeks  payable 
after  Apr.  1) 

Number  of  weeks  drawn  before  Apr.  1 

Apr.  1 

Basic  entitlement    Additional  weeks  "'j^Aprf" 

(1) 

(2) 

(3)                (4)  (5) 

(6) 

0  

1  

2  

3  

4  

5  

6  

7  

8  

9  

10  

11  

12  

13  or  more . 


TABLE  5.-NUMBER  OF  FSC  WEEKS  PAYABLE  IN  STATES  WITH  lUR  4.5  TO  4.9:  MAXIMUM  11-WEEKS 
BASIC  ENTITLEMENT;  8  ADDITIONAL  WEEKS 


Number  of  weeks  available  after  Apr.  1 


Number  of  weeks  drawn  before  Apr.  1 

(1) 


Basic  entitlement    Additional  weeks 


(2) 


(3) 


(4) 


Maximum  payable 
after  Apr.  1 

(5) 


Total  FSC  weeks 
(weeks  received  before 
plus  weeks  payable 
after  Apr.  1) 

(6) 


0  

  11 

0  11 

11 

1  

  10 

1  11 

12 

2  

  9 

2  11 

13 

3  

  8 

3  11 

14 

4  

  7 

4  11 

15 
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TABLE  5.-NUMBER  OF  FSC  WEEKS  PAYABLE  IN  STATES  WITH  lUR  4.5  TO  4.9:  MAXIMUM  11-WEEKS 
BASIC  ENTITLEMENT;  8  ADDITIONAL  WEEKS-Continued 


Number  of  weeks  available  after  Apr.  1 

Total  FSC  weeks 
(weeks  received  before 
plus  weeks  payable 
after  Apr.  1) 

Number  of  weeks  drawn  before  Apr.  1 

Apr.  1 

Basic  entitlement    Additional  weeks  '^^jrApl'^^"" 

(1) 

(2) 

(3)               (4)  (5) 

(6) 

5   6  5  11  16 

6   5  6  11  17 

7   4  7  11  18 

8   3  8  11  19 

9   2  8  10  19 

10   18  9  19 

11  or  more   0  8  8  19 


TABLE  6.— NUMBER  OF  FSC  WEEKS  PAYABLE  IN  STATE  WITH  lUR  3.5-4.4:  MAXIMUM  10-WEEK 
BASIC  ENTITLEMENT;  MAXIMUM  6  ADDITIONAL  WEEKS 


Number 

of  weeks  available  after  Apr.  1 

Total  FSC  weeks 
(weeks  received  before 
plus  weeks  payable 
after  Apr.  1) 

Number  of  weeks  drawn  before  Apr.  1 

Apr.  1 

Basic  entitlement 

Additional  weeks  '^'JJ^'ipl'^"'" 

(1) 

(2) 

(3) 

(4)  (5) 

(6) 

10 

0 

10 

9 

1 

10 

8 

2 

10 

7 

3 

10 

6 

4 

10 

5 

5 

10 

4 

6 

10 

3 

6 

9 

2 

6 

8 

1 

6 

7 

0 

6 

6 

0  

1  

2  

3  

4  

5  

6  

7  

8  

9  

10  or  more . 


TABLE  7.-NUMBER  OF  FSC  WEEKS  PAYABLE  IN  STATES  WITH  lUR  3.4  OR  LOWER:  MAXIMUM  8- 
WEEK  BASIC  ENTITLEMENT;  MAXIMUM  6  ADDITIONAL  WEEKS 


Number  of  weeks  available  after  Apr.  1 

Total  FSC  weeks 
(weeks  received  before 
plus  weeks  payable 
after  Apr.  1) 

Number  of  weeks  drawn  bef 

ore  Apr.  1 

Apr.  1 

Basic  entitlement    Additional  weeks     ''^'SrAprf " 

(1) 

(2) 

(3)                (4)  (5) 

(6) 

0  

1  

2  

3  

4  

5  

6  

7  

8  or  more . 
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PART  B — Miscellaneous  provisions 
Section  511:  Voluntary  health  insurance  programs  permitted 

Under  current  law,  Section  3304(a)(4)  of  the  Federal  Unemploy- 
ment Tax  Act  prohibits  States  from  withdrawing  money  from  the 
state  unemployment  compensation  benefits  or  to  refund  certain 
taxes  erroneously  paid  by  employers. 

This  section  provides  that  no  provision  in  current  law  shall  be 
construed  to  prohibit  a  State  from  deducting  an  amount  from  the 
unemployment  compensation  benefits  otherwise  payable  to  an  indi- 
vidual and  using  the  amount  deducted  to  pay  for  health  insurance, 
if  the  individual  elects  to  have  such  a  deduction  made  from  his 
benefits. 

Section  512:  Treatment  of  certain  organizations  retroactively  deter- 
mined to  be  described  in  section  501(c)(3)  of  the  Internal  Reve- 
nue Code  of  1954. 

Unemployment  insurance  coverage  was  extended  to  employees  of 
certain  nonprofit  organizations  in  1970  and  then  extended  to  em- 
ployees of  basically  all  nonprofit  organizations  in  1976. 

Under  the  1970  and  1976  amendments,  nonprofit  organizations 
were  provided  the  option  of  financing  unemployment  benefits  paid 
to  their  former  employees  through  the  State  unemployment  payroll 
tax  tystem  that  applies  to  private  employers  (contribution  method) 
or  by  retroactively  reimbursing  the  State  trust  fund  for  the  amount 
of  benefits  paid  to  their  former  employees  (reimbursement  method). 

Nonprofit  employers  who  had  voluntarily  covered  their  employ- 
ees prior  to  the  1970  or  1976  amendments  and  financed  benefit 
costs  by  the  contribution  method,  and  after  enactment  of  the  1970 
or  1976  amendments  chose  to  switch  to  the  reimbursement  method 
of  financing,  were  permitted  to  apply  any  accumulated  balance  in 
their  accounts  toward  costs  incurred  in  the  future  and  paid  for  on 
a  reimbursement  basis.  The  authority  to  make  such  a  transfer, 
however,  was  available  for  a  limited  period  of  time  and  expired 
shortly  after  enactment  of  the  1976  and  1970  amendments. 

This  section  allows  a  nonprofit  organization  that  elects  to  switch 
from  the  contribution  to  the  reimbursement  method  of  financing 
unemployment  benefits  to  apply  any  accumulated  balance  in  its 
State  unemployment  account  to  costs  incurred  after  it  switches  to 
the  reimbursement  method,  under  the  following  conditions: 

(1)  the  organization  did  not  elect  to  switch  to  the  reimbursement 
method  under  prior  authority  because  during  these  periods  the  or- 
ganization was  treated  as  a  501(c)(4)  organization  by  the  IRS;  but 
the  organization  has  been  subsequently  determined  by  IRS  to  be  a 
501(c)(3)  organization;  and, 

(2)  the  organization  elects  to  switch  to  the  reimbursement 
method  before  the  earlier  of  (a)  18  months  after  such  election  was 
first  available  to  it  under  State  law  or  (b)  January  1,  1984. 
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F.  Prospective  Payments  for  Medicare  Inpatient  Hospital  Services 

(Title  VI) 

1.  General  Discussion 

Your  Committee's  bill  includes  a  major  change  in  the  method  of 
payment  under  medicare  for  inpatient  hospital  services.  Such  serv- 
ices would  be  paid  for  on  the  basis  of  prospectively  determined 
rates  under  a  new  payment  system,  which  generally  follows  the 
outline  of  an  Administration  proposed  plan.  A  single  payment 
amount  would  be  paid  for  each  type  of  case,  identified  by  the  diag- 
nosis related  group  (DRG)  into  which  each  case  is  classified. 

The  bill  is  intended  to  improve  the  medicare  program's  ability  to 
act  as  a  prudent  purchaser  of  services,  and  to  provide  predictibility 
regarding  payment  amounts  for  both  the  Government  and  hospi- 
tals. More  important,  it  is  intended  to  reform  the  financial  incen- 
tives hospitals  face,  promoting  efficiency  in  the  provision  of  serv- 
ices by  rewarding  cost/effective  hospital  practices.  In  contrast,  the 
cost-based  reimbursement  arrangements  under  which  medicare  has 
operated  in  the  past  lack  ijicentives  for  efficiency.  Subject  to  some 
limits  on  overall  payment  amounts,  the  * 'reasonable  cost"  reim- 
bursement system  simply  responds  to  hospital  cost  increases  by 
providing  increased  reimbursement. 

In  Public  Law  97-248,  the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982  (TEFRA),  the  Congress  directed  the  Department  of 
Health  and  Human  Services  to  develop  recommendations  for  a 
system  of  prospective  payment  for  medicare  inpatient  hospital 
services.  The  department's  report  was  submitted  in  late  1982,  and 
its  recommendations  have  been  embodied  in  Administration-spon- 
sored legislation.  Your  Committee's  bill  is  a  modified  version  of  the 
Administration's  recommendations. 

1.  SETTING  THE  PROSPECTIVE  PAYMENT  AMOUNT 

(a)  Summary.  Under  your  Committee's  bill,  the  Secretary  would 
be  required  to  prospectively  determine  a  payment  amount  for  each 
medicare  hospital  discharge.  Discharges  would  be  classified  into  di- 
agnosis related  groups,  or  DRG's.  In  order  to  moderate  the  impact 
of  the  prospective  payment  proposal  on  urban  and  rural  hospitals 
and  across  different  regions  of  the  country,  separate  payment  rates 
would  apply  to  urban  and  rural  areas  in  each  of  the  nine  census 
divisions  of  the  country  (the  50  States  and  the  District  of  Colum- 
bia). The  regional  adjustment  would  no  longer  apply  beginning 
with  payments  after  the  fourth  year  of  the  program.  As  a  perma- 
nent feature  of  the  system,  the  DRG  rates  would  be  adjusted  for 
area  differences  in  hospital  wage  levels  so  that  hospitals  in  high 
wage  areas  would  receive  somewhat  larger  payments  than  hospi- 
tals in  lower  wage  areas. 

The  Secretary  would  be  required  to  study  and  report  to  the  Con- 
gress for  each  of  the  early  years  of  the  program  on  the  appropriate- 
ness and  necessity  for  the  regional  adjustment.  In  addition,  a  study 
and  report,  before  the  end  of  1985,  would  be  required  on  the  appro- 
priateness of  the  urban/rural  differential. 

The  rates  established  for  hospitals  would  be  derived  from  histori- 
cal medicare  cost  data,  updated  according  to  a  formula  for  use  in 
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fiscal  years  1984  and  1985.  During  these  years,  the  increases  in 
payment  rates  would  be  subject  to  the  requirement  that  expendi- 
tures under  the  prospective  payment  plan  be  no  greater  than  those 
under  the  reimbursement  provisions  of  the  1982  TEFRA  legisla- 
tion. 

In  recognition  of  the  difficulty  of  determining  for  many  years 
into  the  future  an  appropriate  rate  of  increase  in  inpatient  hospital 
payments,  your  Committee's  bill  provides,  for  years  beginning  with 
fiscal  year  1986,  a  different  approach  to  updating  payment  levels. 
A  panel  of  independent  experts  would  review  the  appropriateness 
of  the  update  formula,  taking  into  account  such  factors  as  changes 
in  the  hospital  marketbasket  index,  productivity,  technological  and 
scientific  advances,  the  quality  of  health  care  and  utilization  of  rel- 
atively costly  though  effective  methods  of  care.  The  Secretary 
would  determine  an  update  factor  taking  into  consideration  the 
expert  panel's  recommendations. 

(b)  The  DRG  classification  system.  The  prospective  payment 
system  would  be  based  on  the  diagnosis  related  groups  (DRG)  case 
classification  system,  which  classifies  patients  into  groups  that  are 
clinically  coherent  and  homogenous  with  respect  to  resource  use. 
The  DRG  classification  system,  developed  some  years  ago,  has  been 
improved  in  recent  years  and  represents  the  most  fully  developed 
case  classification  system  representative  of  a  national  data  base 
and  readily  adaptable  to  a  national  program.  Your  Committee  rec- 
ognizes, however,  that  in  developing  separate  payment  rates  for 
each  of  467  DRG's,  it  will  be  necessary  to  rely  on  currently  availa- 
ble data  sources  and  to  use  a  sample  of  cases,  e.g.,  the  20  percent 
sample  of  medicare  beneficiary  bills  (MEDPAR)  to  arrive  at  the 
DRG  rates.  Your  Committee  expects  that  the  Secretary  will  use  the 
best  data  reasonably  available  to  calculate  the  DRG  rates. 

The  Secretary  will  calculate  a  relative  price  (or  weight)  for  each 
DRG  compared  with  the  average  medicare  case.  (For  instance,  a 
craniotomy  case  may  be  found  to  be  3.5  times  as  expensive  as  the 
average  case.)  This  relative  price  (or  weight)  will  be  used  to  adjust 
an  average  medicare  cost  per  discharge  figure  to  obtain  the  pro- 
spective rate  for  cases  within  particular  DRG's. 

Your  Committee  recognizes  that  there  may  be  insufficient  data 
to  calculate  relative  prices  for  some  DRG's  because  of  the  small 
number  of  medicare  cases  in  some  DRG's,  e.g.,  obstetrical  cases. 
While  this  may  not  have  been  a  problem  under  the  case-mix  meth- 
odology used  in  implementing  the  1982  TEFRA  legislation,  it  is  im- 
portant in  the  proposed  prospective  payment  system  to  establish  a 
rate  for  every  DRG  whether  or  not  it  is  likely  that  a  case  will  actu- 
ally occur.  Therefore,  your  Committee  recognizes  that  the  Secre- 
tary will  need  to  rely  on  an  alternative  method  for  setting  the  pro- 
spective rate  for  low-volume  DRG's — for  example,  by  combining 
MEDPAR  data  for  several  years  or  by  reference  to  an  external 
source  in  which  these  DRG's  are  more  common,  e.g.,  data  from 
State  systems. 

(c)  Steps  in  determining  DRG  payment  rates — fiscal  year  1984. 
The  process  for  determining  DRG  payment  rates  for  fiscal  year 
1984  begins  with  the  determination  of  allowable  operating  costs  of 
inpatient  hospital  services  for  each  hospital  for  the  most  recent 
cost  reporting  period  for  which  data  are  available.  These  cost  data 
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are  updated  for  fiscal  year  1983  by  the  estimated  industry-wide 
actual  increase  in  hospital  costs  and  further  updated  for  fiscal  year 
1984  by  the  hospital  marketbasket  increase  plus  one  percentage 
point.  The  resulting  amounts  are  standardized  by  excluding  an  esti- 
mate of  indirect  medical  education  costs,  adjusting  for  area  wage 
variations,  and  adjusting  for  variations  in  case  mix. 

The  Secretary  then  computes  an  average  of  these  standardized 
amounts  for  each  census  division:  (i)  for  all  hospitals  in  urban 
areas,  as  currently  defined  for  purposes  of  the  so-called  section  223 
limits;  and  (ii)  for  all  hospitals  in  rural  areas. 

Each  of  these  average  standardized  amounts  is  then  reduced  to 
account  for  the  payment  that  will  subsequently  be  made  to  specific 
hospitals  of  additional  amounts  for  atypical  cases  ("outliers"). 

These  average  standardized  amounts  are  then  reduced  as  may  be 
required  to  achieve  budget-neutrality  in  relationship  to  the  reim- 
bursement provisions  that  would  have  applied  under  the  1982 
TEFRA  legislation.  In  determining  budget  neutrality  for  the  DRG 
part  of  the  payment,  the  Secretary  would  include  in  the  DRG  pay- 
ment amounts  the  additional  payments  for  outlier  cases,  for  indi- 
rect medical  education  costs,  and  for  costs  of  nonphysician  services 
to  inpatients  previously  paid  for  under  part  B,  and  additional  pay- 
ments reflecting  other  adjustments. 

Separate  urban  and  rural  DRG-specified  rates  for  each  census  di- 
vision are  then  determined  by  computing  the  product  of  the  aver- 
age standardized  amounts  described  above  and  the  weighting  factor 
for  each  DRG. 

These  DRG-specific  rates  are  then  adjusted  to  recognize  area 
wage  differences  for  purposes  of  determining  the  payment  amount 
using  methodologies  for  area  wage  adjustments  similar  to  the  cur- 
rent section  223  limits.  (The  actual  revenue  to  the  hospital,  in  addi- 
tion to  the  DRG-specific  payment  rate,  will  be  influenced  by  one  or 
more  of  the  following:  payment  of  capital  costs  and  costs  of  ap- 
proved educational  programs  on  a  reasonable  cost  basis;  an  adjust- 
ment for  indirect  teaching  costs;  additional  payment  for  atypical — 
outlier — cases;  and  various  exceptions  and  adjustments.) 

(d)  Steps  in  determining  DRG  payment  rates — fiscal  year  1985. 
For  fiscal  year  1985,  the  process  is  similar  to  that  for  fiscal  year 
1984,  except  that  previously  determined  standardized  amounts  are 
updated  by  the  marketbasket  increase  plus  one  percentage  point.  A 
reduction  is  then  made  for  the  value  of  outlier  payments,  an  ad- 
justment is  made  to  maintain  budget  neutrality,  and  so  forth. 

(e)  Steps  in  determining  DRG  payment  rates — fiscal  year  1986  and 
later.  For  fiscal  year  1986  and  later,  the  updating  process  is  simi- 
lar, except  that  there  is  no  step  in  the  computation  designed  to 
achieve  "budget  neutrality."  Instead,  the  independent  panel  dis- 
cussed above  would  advise  the  Secretary  regarding  the  updating 
factor  to  be  used.  By  May  1  before  the  beginning  of  each  fiscal 
year,  the  panel  would  be  required  to  report  its  recommendations  to 
the  Secretary,  who  would  make  a  determination  of  the  increase 
factor  which  will  apply.  The  Secretary  would  publish  a  proposed 
determination  (along  with  the  panel's  recommendations)  in  the 
Federal  Register  by  June  1  and  a  final  decision  by  September  1. 

(f)  Adjustment  for  atypical  cases  or  outliers.  Your  Committee  is 
concerned  that  under  the  prospective  payment  system,  there  will 
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be  cases  within  each  diagnostic  category  (DRG)  that  will  be  ex- 
traordinarily costly  to  treat,  relative  to  other  cases  within  the 
DRG,  because  of  severity  of  illness  or  complicating  conditions,  that 
are  not  adequately  compensated  for  under  the  DRG  payment  meth- 
odology. Under  your  Committee's  bill,  the  Secretary  would  be  re- 
quired to  provide  additional  payments,  amounting  to  not  less  than 
4  percent  of  total  DRG  related  payments,  as  outlier  payments. 

Under  your  Committee's  bill,  the  Secretary  is  required  to  make 
additional  payments  in  cases  where  the  length  of  stay  in  each  DRG 
exceeds,  by  more  than  30  days,  the  average  length  of  stay  for  cases 
within  the  same  DRG.  In  addition,  if  a  case  has  some  other  unusu- 
al length  of  stay  or  unusual  cost,  the  Secretary  may  provide  for  ad- 
ditional payment  amounts.  Your  Committee  understands  that  the 
Secretary  intends  to  make  payments  (in  addition  to  the  standard 
DRG  payment)  for  days  in  excess  of  the  30  days  C'outlier  days")  at 
a  per  diem  rate.  A  per  diem  rate  would  be  calculated  for  each  DRG 
by  dividing  the  DRG  payment  amount  by  the  mean  length  of  stay 
for  the  DRG.  The  Secretary  proposes  to  reimburse  at  60  percent  of 
that  daily  rate  for  each  "outlier"  day. 

Your  Committee  understands  that  amounts  reimbursed  for  the 
''outlier  days"  would  reduce  the  DRG  payment  level  across  the 
DRG's. 

Your  Committee  is  concerned  that  using  length  of  stay  as  the 
only  indicator  of  extraordinary  costliness  (as  recommended  by  the 
Secretary)  is  inadequate.  The  Secretary  is  strongly  urged  to  use 
some  other  statistical  test  to  develop  a  more  flexible  and  responsive 
outlier  policy. 

The  Secretary's  report  to  Congress  on  the  prospective  payment 
proposal  (December  1982)  included  a  discussion  of  measures  of  cen- 
tral tendency  as  it  relates  to  outlier  policy.  Since  the  only  cases 
that  are  currently  being  considered  for  additional  payment  under 
the  outlier  policy  are  extraordinarily  costly  cases,  your  Committee 
suggests  that  the  Secretary  consider  the  use,  as  a  way  of  defining 
outliers,  of  the  two  standard  deviation  rule.  Under  this  rule,  out- 
liers are  defined  as  cases  for  which  costs  are  outside  the  boundary 
of  the  mean  cost  per  case  plus  two  times  the  standard  deviation  of 
cost  per  case. 

Although  not  wishing  to  preclude  the  Secretary  from  using  other 
measures,  as  he  or  she  deems  appropriate,  your  Committee  would 
reiterate  that  it  considers  length  of  stay  an  important,  but  not 
wholly  adequate  indicator  of  outliers  and  thus,  suggests  some  addi- 
tional measures  be  considered. 

The  Secretary  would  be  required  to  study  the  appropriateness  of 
the  outlier  policy,  and  to  include  in  that  study  an  analysis  of  the 
appropriateness  of,  and  necessity  for,  adjustments  in  payment  rates 
for  extremely  short  lengths  of  stay  within  a  DRG,  and  to  report 
findings  to  Congress  by  the  end  of  1985. 

(g)  Public  description  of  methodology  and  data.  The  Secretary 
would  be  required  to  provide  for  publication  in  the  Federal  Regis- 
ter, on  or  before  September  1  before  each  fiscal  year  (beginning 
with  fiscal  year  1984),  of  a  description  of  the  methodology  and  data 
used  in  computing  the  DRG  payment  rates,  including  any  adjust- 
ment required  to  produce  budget  neutrality  in  relation  to  the 
TEFRA  level  of  medicare  reimbursement  outlays. 


136 


Your  Committee  believes  this  requirement  for  open  publication 
and  description  of  data  is  important  to  assure  confidence  among 
the  affected  parties  in  the  integrity  of  the  payment  system,  the 
adequacy  of  the  data,  and  the  accuracy  of  the  calculations  involved. 
(Also,  as  previously  noted,  for  fiscal  years  after  fiscal  year  1985,  the 
Secretary  would  be  required  to  publish  in  the  Federal  Register 
both  the  determination  of  increase  factors  used  to  determine  pay- 
ment rates,  and  also  the  recommendations  of  the  panel  of  inde- 
pendent experts  regarding  this  matter.) 

2.  TRANSITION  TO  THE  NEW  PROSPECTIVE  PAYMENT  SYSTEM 

(a)  Phase-in.  Payments  under  the  new  prospective  payment 
system  would  not  be  designed  to  reflect  a  hospital's  cost  situation 
and  therefore  can  be  expected  to  result  in  medicare  reimbursement 
gains  and  losses  for  hospitals  in  relation  to  what  they  would  have 
received  under  present  law.  Therefore,  your  Committee  bill  pro- 
vides for  a  phase-in  period  to  minimize  disruptions  that  might  oth- 
erwise occur  because  of  a  sudden  change  in  reimbursement  policy. 

Implementation  of  the  new  prospective  payment  system  would  be 
phased  in  over  a  3-year  period,  starting  with  each  hospital's  first 
accounting  year  beginning  on  or  after  October  1,  1983.  During  the 
first  year,  25  percent  of  the  payment  amount  for  each  case  would 
be  determined  under  the  DRG  prospective  payment  methodology; 
75  percent  of  the  pajrment  amount  would  be  determined  on  each 
hospital's  own  cost  base.  During  the  second  year,  50  percent  of  the 
payment  amount  would  be  determined  under  the  prospective  pay- 
ment methodology  and  50  percent  on  each  hospital's  own  cost  base. 
During  the  third  year,  75  percent  of  the  payment  amount  would  be 
determined  under  the  prospective  payment  methodology  and  25 
percent  would  be  determined  on  each  hospital's  own  cost  base. 
During  the  fourth  year,  100  percent  of  the  payment  amount  would 
be  determined  under  the  DRG  payment  methodology. 

The  portion  of  a  hospital's  payment  determined  on  its  own  cost 
base  would  be  calculated  as  though  the  hospital's  target  amount 
under  the  1982  TEFRA  legislation  were  its  payment  amount  (that 
is,  without  application  of  the  provisions  under  which  a  hospital  re- 
tains only  a  portion  of  its  cost-per-case  savings  below  the  target 
amount  and  medicare  pays  any  portion  of  the  hospital's  cost  per 
case  in  excess  of  the  target  amount,  and  without  regard  to  the  ex- 
ceptions, exemptions  and  adjustments  which  may  have  been  au- 
thorized under  TEFRA  for  that  year).  The  payment  amount,  like 
the  target  amount  under  present  law,  is  projected  from  the  hospi- 
tal's cost  base.  Because  the  payment  can  be  determined  without 
reference  to  the  hospital's  costs  in  the  current  year,  it  can  be  pro- 
spectively determined. 

The  calculation  of  this  part  of  the  hospital's  payment  for  hospital 
accounting  periods  beginning  on  or  after  October  1,  1983  and  on  or 
after  October  1,  1984  would  be  subject  to  the  so-called  section  223 
limits.  For  hospital  accounting  periods  beginning  on  or  after  Octo- 
ber 1,  1985,  cost  data  would  not  be  available  for  use  in  determining 
the  section  223  limits  and  no  section  223  limit  would  be  applied. 
For  the  two  years  in  which  the  section  223  limits  are  applicable, 
the  section  223  exemptions,  exceptions  and  adjustments  would  not 
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be  applicable.  However,  your  Committee's  bill  provides  new  author- 
ity for  exceptions  and  adjustments  under  which  relief,  if  appropri- 
ate, could  be  provided. 

Your  Committee  understands  that  there  will  be  a  relatively 
small  number  of  hospitals  for  which  there  is  no  historical  cost  ex- 
perience on  which  to  base  a  target  rate;  for  example,  new  hospitals. 
In  this  case,  your  Committee  expects  the  Secretary  to  make  appro- 
priate provision  for  applying  a  prospective  payment  rate.  This 
might  be  accomplished  by  using  the  total  cost  limit  appropriate  to 
the  hospital  as  the  hosptial-specific  portion  of  the  payment  due  the 
hospital  during  a  transition  year. 

The  Secretary  would  be  required  to  maintain  a  system  of  cost  re- 
porting during  the  period  of  transition  to  the  new  prospective  pay- 
ment system  and  for  at  least  two  years  after  full  implementation  of 
the  new  payment  program.  Thus,  cost  data  would  be  available  for 
use  in  making  future  adjustments  in  the  DRG  system  and  for  other 
possible  uses. 

(b)  Unbundling.  Under  current  law,  services  provided  to  medi- 
care beneficiaries  who  are  inpatients  of  a  hospital  are  generally 
billed  under  part  A  of  the  medicare  program.  However,  under  cer- 
tain circumstances,  payments  are  made  for  non-physician  services 
(for  example,  radiology,  laboratory,  physical  therapy,  prosthetics, 
etc.)  which  are  separately  billed  by  the  supplier  as  a  part  B  service 
even  though  they  are  provided  to  a  hospital  inpatient.  Thus,  under 
current  law,  some  non-physician  services  may  be  billed  under  part 
A  in  one  hospital  and  yet,  in  another  hospital  may  be  billed  under 
part  B  of  the  program. 

Your  Committee's  bill  would  provide,  effective  October  1,  1983, 
that  all  non-physician  services  provided  in  an  inpatient  setting 
would  be  paid  only  as  inpatient  hospital  services  under  part  A  with 
some  adjustments  discussed  below,  as  the  Secretary  deems  appro- 
priate. 

The  DRG  rate  covers  inpatient  services.  However,  your  Commit- 
tee is  concerned  that  in  providing  a  single,  inclusive,  payment  rate 
for  non-physician  services  under  the  prospective  payment  system, 
it  would  be  inequitable  to  allow  one  hospital,  which  has  many  bill- 
ing arrangements  whereby  services  are  reimbursed  under  part  B, 
to  receive  the  same  payment  rate  as  a  hospital  that  provides  all 
services  under  part  A. 

The  Secretary  is  given  authority  to  waive  these  restrictions,  and 
to  provide  for  adjustments  in  the  DRG  payment  rates,  for  hospitals 
which  can  demonstrate  to  the  Secretary  that  their  practice  prior  to 
October  1,  1982,  were  such  that  their  services  were  extensively 
billed  independently  under  part  B.  Such  hospitals  could  be  permit- 
ted, by  the  Secretary,  to  continue  such  billing  arrangements  during 
the  transition  period  for  phasing-in  the  prospective  payment 
system.  Such  arrangements  would  not  be  recognized  once  the  pros- 
pective payment  system  is  fully  implemented. 

It  is  the  Committee's  intent  that  the  Secretary  provide  for  such 
adjustments  only  in  cases  where  there  will  be  significant  hardship 
on  the  part  of  the  hospital.  If  a  hospital  has  a  billing  arrangement 
for  one  or  two  services,  for  example,  laboratory  services  and  physi- 
cal therapy  services,  it  is  anticipated  by  your  Committee  that  such 
a  hospital  would,  without  significant  delay,  be  able  to  provide  ad- 
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justments  in  its  contracts  to  allow  payment  through  the  hospital 
under  the  DRG  rate  for  such  services. 

It  is  your  Committee's  intent  to  limit  the  administrative  burden 
of  implementing  this  provision  on  the  Administration,  yet  provid- 
ing some  flexibility  for  hospitals  that  currently  bill  under  part  B 
for  significant  proportion  of  services. 

Your  Committee  bill  requires  that  the  Secretary  estimate  each 
year  amounts  that  would  have  been  reimbursed  under  part  B  for 
inpatient  hospital  services  (other  than  physician  services)  and  to  in- 
clude, each  year  in  the  base  rate  for  determining  the  DRG  pay- 
ment rates  an  approximation  of  this  amount. 

3.  EXCLUSION  OF  CAPITAL-RELATED  EXPENSES  AND  RETURN  ON  EQUITY 

(a)  Capital-Related  Costs.  Under  current  law,  medicare  reim- 
burses hospitals  for  the  reasonable  cost  of  capital.  Costs  of  capital 
include  depreciation,  interest  and  rent. 

Under  your  Committee  bill,  capital-related  costs  would  be  ex- 
cluded from  the  prospective  payment  system.  Such  costs  would  con- 
tinue to  be  paid  on  a  reasonable  cost  basis.  However,  your  Commit- 
tee recognizes  that  capital  expenditures  total  over  6  percent  of 
medicare  hospital  payments  and  that  a  fully  prospective  payment 
system  would  move  away  from  cost-based  reimbursement  for  capi- 
tal. 

Your  Committee  recognizes  that  developing  a  method  to  include 
capital  in  a  prospective  payment  system  will  require  some  addition- 
al study.  On  the  other  hand,  continuing  to  pay  capital  based  on 
cost  will  offer  incentives  for  hospitals  to  undertake  projects  which 
substitute  capital  costs  for  labor  and  other  costs  included  in  the 
DRG  payments.  For  this  reason,  your  Committee  bill  includes  three 
provisions  which  will  move  toward  a  system  of  capital  payments  on 
a  prospective  basis. 

The  first  provision  required  the  Administration  to  undertake  a 
study  and  make  recommendations  to  the  Congress,  by  December 
31,  1983,  on  a  system  for  setting  capital  payments  on  a  prospective 
basis.  Your  Committee  intends  that  this  study  review  all  options 
for  a  prospective  payment  system,  including  broadening  the  DRG 
payment  to  include  a  capital  component,  establishment  of  limits 
modeled  on  section  223  applicable  to  capital  costs  only,  and  the  set- 
ting of  limits  on  capital  on  a  statewide  basis.  The  Secretary  should 
review  the  methods  used  by  States  with  hospital  cost  control  pro- 
grams— including  Maryland,  Massachusetts,  New  York  and  New 
Jersey — to  determine  which  State  programs  provide  useful  models. 
The  study  should  also  include  a  discussion  of  alternative  means  to 
ensure  that  public  institutions  and  other  hospitals  in  inner  city 
and  rural  areas  have  adequate  capital  resources. 

Under  the  second  provision,  your  Committee  bill  notes  that  it  is 
the  intent  of  Congress,  in  implementing  a  system  for  including  cap- 
ital-related costs  in  a  prospective  payment,  that  costs  related  to 
capital  projects  initiated  on  or  after  March  1,  1983,  may  be  distin- 
guished and  treated  differently  from  projects  initiated  before  that 
date.  This  provision  is  to  place  providers  on  notice  that,  in  any 
future  prospective  capital  payment  system,  only  those  capital  proj- 
ects initiated  before  March  1  of  this  year  will  be  considered  old 
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projects.  Projects  initiated  on  or  after  such  date  may  be  subject  to 
alternative  payment  methods  for  capital  costs.  This  provision  is  to 
indicate  to  hospitals  that  they  should  not  begin  new  capital  under 
the  assumption  that  the  costs  of  these  projects  will  continue  to  be 
reimbursed  on  the  basis  of  reasonable  costs. 

The  third  provision  requires  all  States  to  have  a  section  1122  cap- 
ital approval  agreement  in  effect  within  three  years.  Specifically, 
your  Committee  bill  provides  that,  beginning  three  years  after  the 
date  of  enactment  of  the  bill,  medicare  will  not  make  payment 
with  respect  to  any  new  capital  expenditures  unless  the  State  in 
which  the  hospital  is  located  has  a  section  1122  agreement  with  the 
Secretary,  and  the  capital  expenditures  have  been  recommended 
for  approval  by  the  State  under  the  Section  1122  review  mecha- 
nism. 

Since  all  fifty  States  now  have  either  a  certificate-of-need  or  sec- 
tion 1122  program  in  place,  this  provision  should  impose  no  addi- 
tional burden  on  the  States.  This  requirement  makes  it  clear  that, 
during  the  period  medicare  continues  to  make  payment  for  capital 
based  on  reasonable  cost  and  a  new  prospective  capital  payment 
system  is  being  designed,  the  States  should  not  eliminate  an  exist- 
ing capital  review  program. 

Your  Committee  intends  that  the  Secretary  facilitate  the  signing 
section  1122  agreements  with  the  States  that  now  have  certificate- 
of-need  programs  but  not  section  1122  programs.  The  reestablish- 
ment  of  a  section  1122  agreement  should  be  especially  simple  for 
more  than  25  States  which  once  had  section  1122  agreements. 

The  capital  provisions  of  your  Committee's  bill  reflect  the  need 
for  additional  analysis  before  a  system  to  set  capital  payments  on  a 
prospective  basis  can  be  adopted.  On  the  other  hand,  the  bill  also 
stresses  the  need  to  ensure  that  the  nation  does  not  experience  an 
inflationary  increase  in  capital  projects  during  the  pendency  of 
capital  cost  reimbursement.  Your  Committee  intends  to  review  the 
issues  relating  to  hospital  capital  in  greater  detail  when  the  Secre- 
tary's report  is  completed. 

(b)  Return  on  Equity.  Under  current  law,  proprietary  hospitals 
receive  a  return  on  equity  capital  invested  and  used  in  providing 
patient  care.  Equity  capital  is  the  net  worth  of  a  provider  adjusted 
for  those  assets  and  liabilities  which  are  not  related  to  patient  care. 
The  rate  of  return  is  one  and  one-half  the  average  rate  of  interest 
on  special  issues  of  public  debt  obligations  issued  to  the  Hospital 
Insurance  Trust  Fund. 

Your  Committee  bill  provides  for  the  phase-out  of  return  on 
equity  over  the  four  year  period  during  which  the  prospective  pay- 
ment system  is  phased-in.  During  the  first  year  of  the  transition,  75 
percent  of  any  return  on  equity  amount  would  be  paid,  since  75 
percent  of  each  payment  to  a  hospital  per  discharge  during  that 
year  would  be  cost-based.  During  the  second  year,  50  percent  of  any 
return  on  equity  amount  per  discharge  would  be  cost-based.  During 
the  third  year,  25  percent  of  the  return  on  equity  would  be  paid. 
Beginning  with  the  fourth  year,  no  payments  for  a  return  on 
equity  would  be  paid,  since  100  percent  of  the  payments  to  hospi- 
tals would  be  determined  under  the  prospective  payment  system. 

Your  Committee  believes  that  a  return  on  equity  is  not  appropri- 
ate under  a  prospective  payment  system.  The  return  on  equity  was 
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seen  as  a  means  of  attracting  investment  into  the  health  care 
system.  Your  Committee  believes  that  this  inducement  is  no  longer 
necessary.  Further,  your  Committee  believes  that  a  payment  re- 
flecting a  profit  is  inappropriate  in  a  prospective  payment  system 
where  the  payment  no  longer  represents  a  hospital's  actual  costs 
but  is  intended  as  an  inducement  to  a  hospital  to  reduce  its  costs  in 
order  to  reap  a  reward. 

Your  Committee's  intent  that  the  phase-out  will  represent  a  real 
savings  to  medicare;  thus,  the  provision  is  outside  the  budget  neu- 
trality of  the  prospective  payment  system,  and  the  savings  will  not 
be  included  in  the  base  for  computing  the  DRG  payment. 

Your  Committee  bill  requires  the  Secretary  to  report  to  the  Con- 
gress at  the  same  time  he  or  she  reports  on  recommendations  with 
respect  to  capital-related  costs,  before  the  end  of  1983,  on  payment 
with  respect  to  the  return  on  equity.  Your  Committee  expects  the 
Secretary  to  analyze  the  differential  impact  on  hospitals  of  meth- 
ods of  capital  financing,  including  debt  financing  and  tax-exempt 
bond  financing,  for  proprietary  and  non-profit  hospitals  as  well  as 
reporting  the  impact  of  alternative  methods  of  financing  on  the 
medicare  trust  fund  and  the  general  revenues. 

4.  DIRECT  AND  INDIRECT  MEDICAL  EDUCATION  COSTS 

Direct  and  indirect  expenses  associated  with  medical  education 
activities  would  be  specifically  excluded  from  payment  determina- 
tions under  the  prospective  payment  system.  Medical  education  ex- 
penses, such  as  the  salaries  of  interns  and  residents  under  ap- 
proved education  programs  (as  defined  in  current  regulation,  in- 
cluding nursing  education  programs),  would  continue  to  be  paid  on 
the  basis  of  reasonable  cost. 

In  addition,  with  respect  to  indirect  medical  education  expenses, 
an  adjustment  would  be  provided  equal  to  twice  the  teaching  ad- 
justment, based  on  the  ratio  of  residents  to  beds,  that  is  applied  in 
the  so-called  section  223  limits  on  reimbursement  under  present 
law.  Your  Committee  strongly  believes  in  the  importance  of  provid- 
ing this  adjustment  in  the  light  of  serious  doubts  (explicitly  ac- 
knowledged by  the  Secretary  in  his  recent  report  to  the  Congress 
on  prospective  payment)  about  the  ability  of  the  DRG  case  classifi- 
cation system  to  account  fully  for  factors  such  as  severity  of  illness 
of  patients  requiring  the  specialized  services  and  treatment  pro- 
grams provided  by  teaching  institutions  and  the  additional  costs  as- 
sociated with  the  teaching  of  residents. 

The  latter  costs  are  understood  to  include  the  additional  tests 
and  procedures  ordered  by  residents  as  well  as  the  extra  demands 
placed  on  other  staff  as  they  participate  in  the  education  process. 
Your  Committee  emphasizes  its  view  that  these  indirect  teaching 
expenses  are  not  to  be  subjected  to  the  same  standards  of  ''efficien- 
cy" implied  under  the  DRG  prospective  system,  but  rather  that 
they  are  legitimate  expenses  involved  in  the  postgraduate  medical 
education  of  physicians  which  the  medicare  program  has  historical- 
ly recognized  as  worthy  of  support  under  the  reimbursement 
system. 

The  adjustment  for  indirect  medical  education  costs  is  only  a 
proxy  to  account  for  a  number  of  factors  which  may  legitimately 
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increase  costs  in  teaching  institutions.  Your  Committee  believes 
that  it  is  important,  in  addition,  to  recognize  explicitly  extraordi- 
nary expenses  in  individual  cases,  and  has  therefore  required  (as 
discussed  elsewhere)  an  expansion  and  modification  of  the  Secre- 
tary's recommended  policy  regarding  atypical  cases  or  outliers 
(which  it  is  reasonable  to  expect  would  occur  more  commonly  in 
teaching  hospitals  than  in  other  hospitals).  Finally,  in  recognition 
that  additional  unforseen  problems  may  arise  in  connection  with 
teaching  hospitals,  your  Committee's  bill  (as  indicated  elsewhere) 
would  require  the  Secretary  to  make  exceptions  and  adjustments, 
where  appropriate,  with  respect  to  payment  to  teaching  hospitals. 

5.  EXEMPTIONS,  EXCEPTIONS  AND  ADJUSTMENTS 

Hospitals  that  are  not  included  in  the  prospective  payment  pro- 
posal would  be  subject  to  the  rate  of  increase  provision  as  in 
TEFRA,  including  the  incentive  payments.  The  rate  of  increase 
permitted  would  be  marketbasket  plus  one  percent. 

(a)  Psychiatric,  long-term  care,  rehabilitation  and  children's  hos- 
pitals. Such  hospitals  would  be  specifically  exempted  from  your 
Committee's  prospective  payment  bill.  The  DRG  system  w£is  devel- 
oped for  short-term  acute  care  general  hospitals  and  as  currently 
constructed  does  not  adequately  take  into  account  special  circum- 
stances of  diagnoses  requiring  long  stays. 

The  definition  of  rehabilitation  hospital  will  be  prescribed  in  reg- 
ulations promulgated  by  the  Secretary.  The  Committee  under- 
stands that  there  are  currently  extensive  rules  pertaining  to  reha- 
bilitation hospitals  and  suggests  that  the  Secretary  use  such  regu- 
lations and  consult  with  the  Joint  Commission  of  Accreditation  of 
Hospitals  in  order  to  define  a  rehabilitation  hospital. 

In  addition,  your  Committee's  bill  would  exempt,  upon  the  re- 
quest of  a  hospital,  distinct  part  rehabilitation  or  psychiatric  units 
of  acute  care  hospitals.  The  Secretary,  under  current  medicare 
rules  and  regulations,  has  prescribed  in  detail  standards  and  crite- 
ria that  distinct  parts  must  meet  including  establishment  of  sepa- 
rate cost  entities  for  cost  reimbursement  and  requirements  that 
such  units  have  a  sub-provider  identification  number.  It  is  the 
Committee's  intent  that  psychiatric  and  rehabilitation  distinct  part 
units  meet  standards  as  the  Secretary  may  prescribe  and  it  is  an- 
ticipated by  the  Committee  that  such  standards  would  provide  for 
maintenance  of  standards  relating  to  patient  care  that  are  found  in 
psychiatric  and  rehabilitation  hobi)itals  respectively. 

(b)  Sole  community  providers.  The  Secretary  would  be  authorized 
to  provide  for  exceptions  and  adjustments  to  take  into  account  the 
special  needs  of  sole  community  providers.  Your  Committee  is  pro- 
viding this  authority,  in  order  to  permit  the  Secretary  to  take  into 
account  the  special  circumstances  that  sole  community  providers 
may  have. 

(c)  Public  and  other  hospitals.  The  Secretary  would  be  required 
to  take  into  account  and  to  make  appropriate  exemptions,  excep- 
tions and  adjustments  for  hospitals  that  serve  a  disproportionately 
large  number  of  medicare  and  low-income  individuals.  Concern  has 
been  expressed  that  public  hospitals  and  other  hospitals  that  serve 
such  patients  may  be  more  severely  ill  than  average  and  that  the 
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DRG  payment  system  may  not  adequately  take  into  account  such 
factors.  The  Secretary  in  his  report  to  Congress  stated  that  the  De- 
partment of  Health  and  Human  Services  would  continue  to  study 
ways  of  taking  account  of  severity  of  illness  in  the  DRG  system. 
The  Committee  strongly  urges  the  Secretary  to  continue  these 
studies.  Your  Committee  bill  would  require  the  Secretary  to  under- 
take a  study  of  other  needs  of  such  hospitals.  If  upon  review  the 
Secretary  determines  that  such  exemptions,  exceptions  or  adjust- 
ments are  appropriate,  the  Secretary  would  then  be  authorized  to 
make  such  exemptions,  exceptions  or  adjustments. 

(d)  Other  providers.  The  Secretary  would  be  authorized  to  pro- 
vide, by  regulations,  for  such  exceptions  and  adjustments  as  he  or 
she  deems  appropriate  (including  those  that  may  be  appropriate 
with  respect  to  public  hospitals,  teaching  hospitals,  and  hospitals 
that  are  extensively  involved  in  cancer  treatment  and  research).  In 
giving  the  Secretary  such  authority,  your  Committee  anticipates 
that  an  analysis  be  undertaken  to  look  into  the  special  needs  of 
these  providers. 

(e)  Alaska  and  Hawaii.  Your  Committee's  bill  would  authorize 
the  Secretary  to  make  exceptions  and  adjustments  to  take  into  ac- 
count special  needs  of  hospitals  located  in  Alaska  and  Hawaii. 
Under  current  law  the  Secretary  has  recognized  that  Alaska  and 
Hawaii  have  higher  hospital  costs  than  other  states  and  has  pro- 
vided under  the  Section  223  regulations  a  special  adjustment  to 
take  into  account  these  costs.  The  Committee  expects  that  the  Sec- 
retary will  examine  the  impact  of  the  prospective  payment  system 
on  Alaska  and  Hawaii  and  after  such  study  determine  if  such  ex- 
ceptions and  adjustments  are  justified  to  provide  for  such  excep- 
tions and  adjustments. 

(f)  Hospitals  outside  the  fifty  states.  Your  Committee's  bill  would 
exempt  from  the  prospective  payment  system  hospitals  located  in 
geographic  areas  outside  the  fifty  States  and  the  District  of  Colum- 
bia but  within  the  United  States  for  purposes  of  medicare  (e.g. 
Puerto  Rico).  The  Committee  is  concerned  that  the  cost  experience 
of  these  hospitals  may  be  so  varied  that  the  DRG  prospective  pay- 
ment system  may  not  adequately  reflect  the  needs  of  these  hospi- 
tals. 

(g)  Study  on  prospective  payment  for  exempt  hospitals.  Your  Com- 
mittee's bill  would  require  the  Secretary  to  report  to  Congress 
within  two  years  after  enactment  on  whether  exempt  hospitals 
should  be  brought  under  the  prospective  payment  system  and  if  so, 
how  this  should  be  accomplished. 

6.  ADMINISTRATIVE  AND  JUDICIAL  REVIEW 

Under  current  law,  a  provider  may  request  administrative 
review  by  the  Provider  Reimbursement  Review  Board  (PRRB)  of  a 
final  decision  of  a  fiscal  intermediary  regarding  items  on  the  pro- 
vider cost  report,  subject  to  certain  conditions.  A  provider  may 
appeal  the  PRRB  decision  to  Federal  court  or,  where  it  involves  a 
question  of  law  or  regulation  which  the  PRRB  does  not  have  the 
authority  to  review,  the  provider  may  appeal  directly  to  Federal 
court. 
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Your  Committee's  bill  would  provide  for  the  same  procedures  for 
administrative  and  judicial  review  of  pajnnents  under  the  prospec- 
tive system  as  is  currently  provided  for  cost-based  payments.  In 
general,  the  same  conditions,  which  now  apply  for  review  by  the 
PRRB  and  the  courts,  would  continue  to  apply. 

With  respect  to  administrative  and  judicial  review,  your  Commit- 
tee's bill  would  permit  review  except  in  the  narrow  cases  necessary 
to  maintain  budget  neutrality  and  avoid  adversely  affecting  the  es- 
tablishment of  the  diagnosis  related  groups,  the  methodology  for 
the  classification  of  discharges  within  such  groups,  and  the  appro- 
priate weighting  of  such  groups. 

It  is  the  purpose  of  your  Committee's  bill  to  establish  a  prospec- 
tive pajrment  system  for  medicare.  The  prospective  pa3rment  will 
no  longer  have  any  relationship  to  a  hospital's  actual  costs.  Thus,  it 
is  your  Committee's  intent  that  a  hospital  would  not  be  permitted 
to  argue  that  the  level  of  the  payment  which  it  receives  under  the 
system  is  inadequate  to  cover  its  costs. 

The  Secretary  would  be  required  by  your  Committee's  bill  to  es- 
tablish pa3nnent  amounts  in  fiscal  1984  and  1985  at  a  level  which 
will  cause  the  system  to  be  budget  neutral  in  relation  to  current 
law.  Of  necessity,  this  limitation  will  require  the  Secretary,  after 
taking  into  account  adjustment  required  under  the  system,  to 
change  the  basic  payment  rate  to  a  level  which  will  result  in 
budget  neutrality.  For  example,  the  Secretary  might  set  the  rate  at 
102  percent  rather  than  105  percent  of  the  mean.  The  altering  of 
this  basic  payment  rate  to  achieve  budget  neutrality  is  not  reviewa- 
ble. 

Your  Committee  bill  precludes  review  of  the  establishment, 
methodology  and  weighting  of  diagnosis  related  groups  because  of 
the  complexity  of  such  action  and  the  necessity  of  maintaining  a 
workable  paynaent  system.  Thus,  neither  the  definition  of  the  dif- 
ferent diagnosis  related  groups,  their  weights  in  relation  to  each 
other,  nor  the  method  used  to  assign  discharges  to  one  of  the 
groups  would  be  reviewable.  Whether  there  was  an  error  in  human 
judgment  in  coding  an  individual  patient's  case  would  be  reviewa- 
ble. 

7.  ADMISSIONS  AND  QUALITY  REVIEW 

The  Secretary  would  be  required  to  establish  a  system  for  moni- 
toring admissions  and  discharges  of  both  hospitals  receiving  pros- 
pective payment  and  of  hospitals  exempt  from  prospective  payment 
but  continuing  to  receive  payment  under  the  growth  rate  limita- 
tions. In  establishing  such  a  system,  the  Secretary  could  utilize  the 
Health  Care  Financing  Administration,  medicare  intermediaries, 
or  professional  standards  review  organizations/ professional  review 
organizations  (i.e.  a  utilization  and  quality  control  peer  review  or- 
ganization with  a  contract  under  part  B  of  title  XI)  or  other  medi- 
cal review  organization  to  review  admissions,  discharges,  and  qual- 
ity of  care  for  medicare  inpatient  hospital  services. 

In  addition,  hospitals  would  be  required,  as  a  condition  of  pay- 
ment under  medicare,  to  enter  into,  and  maintain,  an  agreement 
with  a  utilization  and  quality  control  peer  review  organization 
which  has  a  contract  with  the  Secretary  under  part  B  of  title  XI  to 
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perform  review  of  admissions,  discharges  and  quality  of  care  with 
respect  to  medicare  inpatient  hospital  services.  The  provision 
would  be  effective  October  1,  1984. 

Under  the  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982,  title 
XI  was  revised  to  require  the  Secretary  to  contract  with  peer 
review  organizations  in  each  area  of  the  country.  Subject  to  certain 
conditions,  the  Secretary  is  permitted  under  title  XI  to  determine 
which  organization  in  an  area  will  conduct  the  most  effective 
review.  While  the  new  provisions  of  title  XI  became  effective  Octo- 
ber 1,  1983,  the  Secretary  has  not  yet  entered  into  any  agreements 
under  this  law.  Your  Committee's  bill  would  make  it  clear  that  the 
Secretary  must  begin  entering  into  contracts  with  review  organiza- 
tions under  title  XI.  If  the  Secretary  has  not  entered  into  a  con- 
tract in  an  area  with  an  organization,  there  will  be  no  designated 
organization  with  which  a  hospital  can  enter  into  an  agreement.  It 
is  the  intent  of  the  provision,  that,  if  there  is  no  designated  organi- 
zation, the  hospital  will  not  receive  payment  under  medicare. 

Your  Committee  believes  that  the  new  prospective  payment 
system  requires  a  strong  system  of  medicare  review  and  that  title 
XI  is  the  appropriate  mechanism  for  that  review.  The  Secretary 
has  ample  time  before  October  1,  1984,  to  implement  title  XI  with 
no  adverse  effect  on  medicare  payments  to  hospitals. 

Under  title  XI,  medicare  intermediaries  may  be  designated  as 
review  organizations,  but  only  beginning  12  months  after  the  Sec- 
retary has  begun  to  enter  into  contracts  under  that  title.  This 
delay  was  intended  to  provide  a  preference  for  medical  review  orga- 
nizations. There  is  concern  that  the  12  months  will  not  have  run 
before  the  effective  date  of  your  Committee's  provision  (October  1, 
1984).  Thus,  your  Committee's  bill  provides  that  the  12  month  wait- 
ing period  for  intermediaries  to  qualify  as  review  organizations  (as 
specified  in  section  1153(b)(2))  will  begin  to  run  on  the  date  on 
which  the  Secretary  begins  to  enter  into  contracts  or  on  October  1, 
1983,  whichever  is  earlier.  This  would  assure  that  the  waiting 
period  would  be  complete  by  the  effective  date  of  your  Committee's 
provisions. 

Concern  has  been  expressed  regarding  the  function  and  duties  of 
medicare  intermediaries  in  their  continuing  capacity  as  interme- 
diaries (as  opposed  to  their  role  as  review  organizations)  and  their 
interaction  with  designated  review  organizations.  Therefore,  your 
Committee  wishes  to  make  it  clear  that  medicare  intermediaries 
will  continue  to  gather,  review  and  analyze  medicare  claims  data. 
To  minimize  the  administrative  costs  of  the  medicare  program,  the 
intermediary  will  supply  such  information  and  in  such  a  format,  as 
defined  by  the  Secretary,  as  is  necessary  to  support  the  review  or- 
ganization (designated  under  title  XI)  in  its  review  function.  This 
could  include  collection  of  claims  data  by  diagnostic  code,  by  pro- 
vider, by  patters  of  admission,  or  by  any  other  format  deemed  nec- 
essary to  support  the  review  organization. 

The  Secretary  would  be  authorized  to  disallow  payment  and/or 
terminate  participation  in  medicare,  or  require  a  hospital  to  take 
corrective  actions,  where  a  provider  is  determined  to  be  engaged  in 
aberrant  or  unacceptable  practices.  Specifically,  your  Committee's 
bill  provides  that,  if  the  Secretary  determines  that  a  hospital,  in 
order  to  circumvent  the  prospective  payment  method  or  the  rate  of 
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growth  limitations,  has  taken  an  action  that  results  in  the  admis- 
sion of  medicare  beneficiaries  unnecessarily,  or  which  results  in 
unnecessary  multiple  admissions  of  medicare  beneficiaries,  or  re- 
sults in  inappropriate  medicare  or  other  practices,  the  Secretary 
may  (1)  deny  payment,  in  whole  or  in  part,  for  such  admission,  or 
(2)  require  the  hospital  to  take  corrective  action.  Your  Committee 
wishes  to  make  it  clear  that  any  denial  of  payment  or  termination 
which  occurs  under  this  provision  will  be  subject  to  the  same  rights 
of  appeal  as  provided  under  current  law. 

Because  prospective  payments  will  be  made  on  a  per  admission/ 
per  discharge  basis,  your  Committee  is  concerned  that  there  may 
be  an  incentive  for  hospitals  to  increase  their  admissions  or  reduce 
the  quality  or  availability  of  care.  Accordingly,  the  Secretary  would 
be  provided  with  this  additional  authority  to  deny  payment  or  ter- 
minate providers  where  they  are  determined  to  be  engaged  in  un- 
acceptable practices  relating  to  admissions,  lengths  of  stay,  quality 
of  care  or  other  forms  of  circumvention  of  the  payment  system. 

The  Secretary  would  also  be  required  to  study  and  report  back  to 
the  Congress  before  the  end  of  1985  on  long-range  policy  changes  to 
limit  increase  in  admissions  resulting  from  the  prospective  system. 
The  Secretary  would  be  required  to  include  analyses  and  recom- 
mendations on  adjustments  to  the  DRG  payment  rate  for  increased 
admissions  (such  as  a  volume  adjustment)  and  to  report  on  the  de- 
velopment of  administrative  systems,  such  as  pre-admission  certifi- 
cation, to  minimize  the  incentive  to  increase  admissions. 

8.  STATE  COST  CONTROL  PROGRAMS 

Under  current  law,  the  Secretary  has  the  authority  to  establish 
medicare  demonstration  projects.  The  Secretary  has  used  this  au- 
thority to  establish  State-wide  demonstrations  for  payment  of  hos- 
pital services  in  four  States — Maryland,  New  Jersey,  New  York, 
and  Massachussetts. 

In  addition,  the  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982 
(TEFRA),  authorized  the  Secretary  to  make  medicare  payments 
under  a  cost  control  system  established  in  a  State  if  certain  condi- 
tions were  met.  While  the  provision  was  effective  October  1,  1982, 
the  Secretary  had  not  entered  into  any  agreements  with  States 
under  this  authority  as  of  March  1,  1983. 

Under  your  Committee's  bill,  the  Secretary  would  be  authorized 
to  approve  a  State  cost  control  system  (i.e.  grant  a  medicare 
waiver)  if  five  conditions  were  met.  For  those  States  which  current- 
ly have  an  agreement  with  the  Secretary,  the  Secretary  would  be 
required  to  continue  the  State  program,  upon  the  expiration  of  the 
agreement,  if,  and  for  so  long  as,  the  five  conditions  were  met. 
Where  any  other  State  system  met  the  first  five  conditions  and  six 
additional  conditions,  the  Secretary  would  be  required  to  approve 
the  State  program. 

Your  Committee's  bill  provides  that  the  Secretary  would  be  au- 
thorized, at  the  request  of  a  State,  to  make  medicare  payments  if 
the  following  conditions  are  met:  (1)  the  system  applies  to  substan- 
tially all  acute-care  non-Federal  hospitals  in  the  State;  (2)  the 
system  applies  to  the  review  of  at  least  75  percent  of  all  revenues 
or  expenses  in  the  State  for  inpatient  hospital  services  (including 
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medicaid);  (3)  the  Secretary  has  been  provided  satisfactory  assur- 
ances as  to  the  equitable  treatment  of  payors,  employees  and  pa- 
tients; (4)  the  Secretary  has  been  provided  assurances  that  under 
the  State  system,  over  a  36-month  period,  the  amount  of  payments 
made  under  the  system  will  not  exceed  what  would  otherwise  have 
been  spent  under  medicare;  and  (5)  the  Secretary  determines  that 
the  system  will  not  preclude  a  Health  Maintenance  Organization 
(HMO)  or  a  Competitive  Medical  Plan  (CMP)  from  negotiating  di- 
rectly with  hospitals  with  respect  to  the  organization's  rate  of  pay- 
ment for  inpatient  hospital  services. 

The  first  four  of  the  conditions  are  identical  to  those  provided 
under  TEFRA.  The  fifth  condition  was  added  by  your  Committee. 
In  would  apply  with  respect  to  HMOs  and  CMPs  as  defined  in  Sec- 
tion 1876(b). 

When  considering  the  conditions  which  a  state  system  should 
meet,  your  Committee  determined  that  HMOs  need  special  treat- 
ment because  they  have  unique  problems  where  a  cost  control 
system  covers  all  payors  within  a  state.  Evidence  indicates  that  use 
of  hospital  services  by  HMO  members  varies  considerably  from 
that  of  individuals  covered  under  health  insurance  plans.  If  an 
HMO  had  an  average  stay  of  2.9  days  for  a  specified  type  of  case, 
but  the  average  for  that  type  of  case  was  4.2  days,  the  HMO  would 
be  effectively  paying  at  the  higher  rate.  If  HMOs  are  required  to 
pay  for  hospital  care  based  on  utilization  practices  other  than  their 
own,  they  could  be  paying  for  services  they  do  not  use. 

A  second  problem  HMOs  encounter  when  they  cannot  negotiate 
different  rates  is  that  they  are  prevented  from  offering  hospitals 
certain  benefits  which  only  they  can  offer.  For  instance,  because 
HMOs  determine  where  their  members  will  be  hospitalized,  HMOs 
can  create  special  economies  of  scale  for  a  hospital  or  guarantee  it 
a  certain  level  of  use.  If  direct  negotiation  were  not  allowed,  HMOs 
could  be  forced  to  forego  the  economic  advantages  inherent  in  their 
mode  of  organization  and  operation. 

In  establishing  this  exception  for  HMOs  to  negotiate  directly 
with  hospitals,  your  Committee  determined  that  the  effectiveness 
of  state  cost  control  systems  would  not  be  impaired.  However,  the 
Committee  recognizes  that  the  ability  to  negotiate  different  rates 
creates  a  strong  incentive  for  entities  other  than  HMOs  and  CMPs 
to  attempt  to  conform  to  the  definition  in  section  1876(b).  If  these 
other  entities  are  permitted  to  use  the  exception,  state  cost  control 
systems  would  be  seriously  undermined.  Therefore,  the  Committee 
expects  that  the  definition  in  section  1876(b)  will  be  narrowly  inter- 
preted. 

Your  Committee  bill  places  several  limitations  on  the  Secretary 
in  the  application  of  the  five  conditions  which  must  be  met  for  a 
State  to  be  eligible  for  a  waiver.  The  Secretary  would  not  be  per- 
mitted to  require  that  a  State  system  be  based  upon  a  DRG  pay- 
ment methodology.  While  the  language  of  your  Committee's  bill 
does  not  specifically  limit  the  authority  of  the  Secretary  under  the 
current  demonstration  authority  with  respect  to  DRGs,  your  Com- 
mittee believes  that  the  Secretary  should  not  limit  future  demon- 
stration projects  to  systems  based  on  a  DRG  methodology.  Your 
Committee  believes  that  State  systems  provide  a  laboratory  for  in- 
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novative  methods  of  controlling  health  care  costs  and  should,  there- 
fore, not  be  limited  to  one  methodology. 

Under  your  Committee's  bill,  the  Secretary  would  be  prohibited 
from  requiring  that  a  new  State  system  or  a  continuation  of  a  cur- 
rent State  system  produce  savings  greater  than  the  savings  that 
would  have  accrued  in  the  State  under  the  Federal  medicare  pay- 
ment system.  In  determining  whether  the  fourth  condition  compar- 
ing the  State's  expenditures  to  medicare  expenditures  to  medicare 
expenditures  is  met,  the  Secretary  would  be  permitted  to  use  what- 
ever test  he  or  she  determined  was  appropriate.  However,  if  the 
Secretary  chose  to  use  a  test  which  was  based  upon  rates  of  in- 
crease, whether  an  inflation  factor  or  the  national  rate  of  increase 
in  medicare  expenditures,  the  State  would  be  permitted,  at  its 
option,  to  have  the  test  applied,  with  respect  to  medicare  inpatient 
hospital  services,  either  on  an  aggregate  payments  basis  or  on  a 
per  admission  or  discharge  basis.  If  the  Secretary  chose  to  use  a 
test  based  upon  the  national  average  percentage  rate  of  increase 
for  medicare  inpatient  hospital  services,  the  Secretary  would  not  be 
permitted  to  require  that  the  State  rate  of  increase  in  such  pay- 
ments be  less  than  the  national  average  rate  of  increase. 

Your  Committee  believes  that  States  should  be  encouraged  to  de- 
velop innovative  reimbursement  methodologies  without  being  held 
to  a  stricter  standard  than  the  one  imposed  under  medicare.  With- 
out this  provision,  States  may  be  dissuaded  from  experimentation, 
thus  limiting  the  ability  of  the  Congress  and  others  to  judge  var- 
ious cost  control  mechanisms. 

Your  Committee's  bill  further  provides  that  the  Secretary  would 
be  required  to  approve  any  State  system  if,  in  addition  to  the  first 
five  conditions,  the  system  met  the  following  six  conditions:  (1)  the 
system  is  operated  directly  by  the  State  or  an  entity  designated  by 
law;  (2)  the  system  is  prospective;  (3)  the  hospitals  covered  under 
the  system  will  make  such  reports  as  the  Secretary  may  require;  (4) 
the  State  has  provided  assurances  that  the  system  will  not  result 
in  admissions  practices  which  will  reduce  treatment  to  low  income, 
high  cost,  or  emergency  patients;  (5)  any  change  in  the  system 
which  materially  reduces  payments  will  only  take  effect  upon  60 
days  notice  to  the  Secretary  and  to  hospitals;  and  (6)  the  State  has 
provided  assurances  that,  in  the  development  of  the  system,  the 
State  has  consulted  with  local  government  officials  concerning  the 
impact  of  the  State  system  on  public  hospitals. 

Your  Committee  bill  would  require  the  Secretary  to  respond  to 
requests  from  States  applying  under  these  eleven  conditions  to  re- 
spond within  60  days  of  the  date  the  request  is  submitted.  In  addi- 
tion, it  is  the  intent  of  your  Committee  that  the  Secretary  provide 
the  Congress  and  the  State  an  explanation  for  the  denial  of  approv- 
al of  the  State  program. 

Your  Committee  believes  that  State  cost  containment  systems 
have  proven  effective  in  reducing  the  cost  of  hospital  care  and  that 
such  systems  should  be  encouraged.  It  is  the  intent  of  this  provi- 
sion that  the  Secretary  continue  medicare  waivers  for  States  which 
currently  have  effective  demonstration  projects  and  provide  an  op- 
portunity for  new  States  to  develop  sound  approaches  to  cost  con- 
tainment. State  systems  covering  all  payors  have  proven  effective 
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in  reducing  health  costs  and  should  be  encouraged.  Such  State  pro- 
grams may  be  useful  models  for  our  national  system. 

Your  Committee  bill  would  specifically  alter  the  terms  of  the 
New  York  and  Massachusetts  medicare  demonstration  agreements 
with  the  Secretary.  In  the  fall  of  1982,  the  State  of  New  York  en- 
tered into  an  agreement  with  the  Secretary  for  a  three-year  medi- 
care demonstration  project,  effective  January  1,  1983.  Under  the 
terms  of  the  New  York  medicare  waiver,  the  rate  of  increase  in 
medicare  hospital  costs  in  the  State  was  required  to  be  1.5  percent 
below  the  national  rate  of  increase  in  medicare  hospital  costs.  Mas- 
sachusetts entered  into  a  similar  agreement,  effective  October  1, 
1982.  Your  Committee  bill  provides  that,  upon  the  request  of  the 
State,  the  Secretary  is  required  to  modify  the  terms  of  the  New 
York  and  Massachusetts  waivers  to  eliminate  the  requirement  that 
the  State  rate  of  increase  in  medicare  hospital  costs  be  below  the 
national  rate. 

The  Secretary  would  be  required  to  quantify  and  report  to  the 
Congress  on  the  overall  impact  of  State  systems,  assessing  not  just 
Medicare  but  other  programs  such  as  Medicaid,  the  impact  of  such 
programs  on  private  health  insurance  costs  and  premiums,  and  on 
tax  expenditures. 

Under  your  Committee's  bill  and  under  the  current  demonstra- 
tion authority  of  the  Secretary,  State  systems  are  required  to  meet 
a  savings  test  that  is  related  to  medicare.  Such  systems  may  also 
achieve  other  savings  also.  There  has  been  an  ongoing  debate  about 
whether,  and  how,  to  quantify  or  take  into  account  such  savings  in 
assessing  State  systems.  Analytic  information  on  all  of  the  types  of 
savings  and  benefits  to  the  Federal  government  is  not  available. 
Thus,  your  Committee  believes  that  the  Secretary  should  collect 
data  which  will  make  it  possible  to  quantify  the  overall  savings  ac- 
curing  from  the  State  system  and  report  to  the  Congress  on  the 
impact  of  such  savings. 

9.  PAYMENTS  TO  HMOS 

Your  Committee  bill  would  permit,  at  its  election,  and  Health 
Maintenance  Organization  (HMO)  or  a  Competitive  Medical  Plan 
(CMP)  that  receives  medicare  payments  on  a  risk  basis,  to  choose  to 
have  the  Secretary  directly  pay  hospital  for  inpatient  hospital  serv- 
ices furnished  to  medicare  enrollees  of  the  HMO  or  CMP.  The  pay- 
ment amount  would  be  at  the  DRG  rate  (or  on  the  basis  of  reason- 
able cost  for  services  provided  in  hospitals  not  covered  under  the 
prospective  payment  proposal)  and  would  be  deducted  from  medi- 
care payments  to  the  HMO  or  CMP. 

10.  BENEFICIARY  COST  SHARING 

Under  current  law,  medicare  pays  all  reasonable  expenses  for 
the  first  sixty  days  of  inpatient  hospital  care  mimus  a  deductible 
($304  in  1983)  in  each  benefit  period.  For  days  61-90,  a  coinsurance 
amount  ($76  in  1983)  is  also  deducted. 

Under  your  Committee's  bill  hospitals  would  be  prohibited  from 
charging  beneficiaries  amounts  in  excess  of  the  statutory  deduct- 
ible and  coinsurance  the  prospective  payment  rates  would  be  con- 
sidered payment  in  full. 
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11.  PHYSICIAN  PAYMENTS 

Under  current  law,  reimbursment  to  physicians  is  based  upon 
reasonable  charge  under  the  part  B  program. 

In  your  Committee  bill  the  Secretary  would  be  required  to  begin 
to  collect  data  necessary  to  compute  the  amount  of  physican 
charges  attributable,  by  diagnosis  related  groups,  to  physicians' 
services  furnished  to  inpatients  of  hospitals  whose  discharges  are 
classified  within  those  groups.  The  Secretary,  in  addition,  would  be 
required  to  include,  in  its  annual  report  to  Congress  in  1984,  rec- 
ommendations on  the  advisability  and  feasibility  of  providing  for 
payments  for  physicans'  services  furnished,  based  on  the  DRG  clas- 
sification of  the  discharges  of  those  inpatients. 

Your  Committee  is  concerned  that  physicians  have  a  significant 
impact  on  hospital  utilization  and  costs.  The  Committee,  therefore, 
is  requiring  the  Secretary  to  begin  to  collect  data  and  to  study  the 
feasibility  and  appropriateness  of,  including  physician  payments 
under  the  DRG  system.  The  Committee  understands  that  collection 
of  data  in  this  form  will  take  some  time  and  is  thus  requiring  the 
Secretary  to  begin  to  collect  it  as  soon  as  possible. 

12.  STUDIES  AND  REPORTS 

Your  Committee's  bill  would  require  the  Secretary  to  study  and 
make  the  following  reports  to  Congress: 
At  the  end  of  1983: 

1.  The  method  by  which  capital-related  costs  associated  with  in- 
patient hospital  services  can  be  included  in  the  DRG  prospective 
payment  rates  (see  discussion  of  capital-related  costs). 

2.  The  issue  of  payment  for  return  on  equity  capital  for  hospitals 
receiving  payments  under  the  prospective  system  (see  dissussion  of 
return  on  equity). 

3.  The  impact  of  the  prospective  payment  system  on  skilled  nurs- 
ing facilities  and  recommendations  concerning  skilled  nursing  facil- 
ities, including  payment  methods  for  SNFs.  Such  report  should 
assess  the  extent  to  which  the  new  hospital  prospective  payment 
system  may  have  an  adverse  impact  on  hospital-based  and  other 
SNFs,  including  incentives  for  hospitals  to  shorten  patient  length 
of  stay,  resulting  in  more  patients  being  discharged  into  SNFs  at 
an  earlier  stage  in  their  recovery,  possibly  causing  the  costs  of 
SNFs  to  increase. 

Your  Committee  intends  that  the  report  requirement  with  re- 
spect to  prospective  payment  for  SNFs  which  was  due  December 
31,  1982,  shall  be  sent  to  the  Congress  at  the  earliest  possible  date. 

Annually,  at  the  end  of  each  year,  from  1984  through  1987,  the 
Secretary  would  be  required  to  report  on  the  impact  of  the  prospec- 
tive payment  methodology  during  the  previous  year  on  individual 
hospitals,  classes  of  hospitals,  beneficiaries  and  other  payors  for  in- 
patient hospital  services,  and  in  particular  the  impact  of  computing 
averages  by  census  division  rather  than  on  a  national  average 
basis.  The  report  should  include  information  on  the  impact  on  hos- 
pitals serving  low-income  individuals.  Each  report  must  include 
such  legislative  recommendations  as  the  Secretary  deems  appropri- 
ate. The  Comptroller  General  must  review  and  comment  on  the 
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adequacy  of  each  of  the  reports  with  respect  to  his  or  her  analysis 
of  the  impact  of  the  prospective  payment  methodology. 

As  part  of  the  1984  report,  the  Secretary  should  begin  the  collec- 
tion of  data  necessary  to  compute  the  amount  of  physician  charges 
attributable,  by  DRGs,  to  physicians'  services  furnished  to  inpa- 
tients of  hospitals  whose  discharges  are  classified  within  the  DRGs. 
The  Secretary  must  include  in  the  1984  report,  recommendations 
on  the  advisability  and  feasibility  of  providing  for  determining  the 
amounts  of  the  payments  for  physicians'  services  furnished  to  hos- 
pital inpatients  on  a  DRG-related  basis  (see  physician  payments); 

As  part  of  the  1985  annual  report,  the  Secretary  must  include 
the  results  of  studies  on: 

1.  the  feasibility  and  impact  of  eliminating  or  phasing-out  sepa- 
rate urban  and  rural  DRG  prospective  payment  rates  (see  discus- 
sion of  setting  the  prospective  payment  amount); 

2.  whether  and  how  hospitals  which  are  now  not  covered  under 
the  prospective  payment  system  can  be  paid  for  inpatient  hospital 
services  on  a  prospective  basis  (see  discussion  of  exemptions,  excep- 
tions and  adjustments); 

3.  The  appropriateness  of  the  factors  used  to  compensate  hospi- 
tals for  the  additional  expenses  of  outlier  cases  (see  discussion  of 
setting  the  prospective  payment  amount — outliers); 

4.  The  feasibility  and  desirability  of  applying  the  prospective  pay- 
ment methodology  to  all  payors  for  inpatient  hospital  services;  and 

5.  the  impact  of  the  prospective  payment  system  on  hospital  ad- 
missions and  the  feasibility  of  making  a  change  in  the  prospective 
payment  rate  or  requiring  preadmission  certification  in  order  to 
minimize  the  incentive  to  increase  admissions  (see  discussion  of  ad- 
missions and  quality  review). 

As  part  of  the  1986  annual  report,  the  Secretary  must  include 
the  results  of  a  study  examining  the  overall  impact  of  State  sys- 
tems of  hospital  payment,  particularly  focusing  on  the  State  sys- 
tem's impact  not  only  on  the  medicare  program  but  on  the  medic- 
aid program,  on  payments  and  premiums  under  private  health  in- 
surance plans,  and  on  tax  expenditures  (see  discussion  of  state  cost 
control  programs). 

In  addition  to  the  studies  and  reports  specified  in  your  Commit- 
tee's bill,  the  Secretary  shall  conduct  a  major  continuing  research 
program  on  issues  related  to  medicare  program  costs  and  payment 
methods.  The  research  program  shall  include  payment  methods  to 
hospitals  as  well  as  payment  methods  to  HMOs  and  CMPs.  Particu- 
lar attention  should  be  paid  to  the  impact  of  payment  methods  to 
hospitals,  and  HMOs  and  CMPs,  on  quality  of  care,  the  use  of  tech- 
nology, and  the  type  of  technology  developed. 

It  is  your  Committee's  intention  that  the  Secretary  conduct  a 
major,  independent,  multiple-disciplainary  research  effort,  and  that 
such  research  shall  include  long-term  contracts  with  two  or  three 
university-based  applied  research  centers.  The  reseach  shall  focus 
on  issues  related  to  medicare  program  costs  and  payment  methods 
and  shall  include  the  use  of  such  experts  as  physicians,  economists, 
statisticians,  actuaries,  financial  and  organizational  specialists  and 
other  relevant  disciplines. 

The  Secretary  is  directed  to  study  and  report  on  the  practical 
methods  of  using  public  disclosure  of  DRG  rates  (once  capital  costs 
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have  been  included  in  the  system)  to  enable  consumers  and  others 
to  make  useful  price  comparisons  among  hospitals.  The  study 
should  include  a  discussion  of  the  feasibility  and  method  by  which 
hospitals  might  publish  their  charges  for  non-government  payors 
according  to  DRG  categories. 

Although  the  bill  would  prohibit  hospitals  from  billing  their 
medicare  patients  for  the  difference  between  their  charges  and  the 
prospective  price,  your  Committee  desires  to  have  the  Secretary 
study  the  circumstances  under  which  such  additional  billings 
might  be  allowed.  Specifically,  the  Committee  is  interested  in  the 
feasibility  and  effect  of  allowing  hospitals  in  an  area  to  charge  in 
excess  of  the  DRG  price,  up  to  some  maximum  amount,  where 
there  is  a  hospital(s),  with  adequate  capacity,  in  that  same  area 
which  posts  prices  equal  to  or  lower  than  the  DRG  prices.  In  order 
to  encourage  beneficiary  selection  of  such  lower  cost  hospitals,  your 
Committee  desires  the  Secretary  to  evaluate  also  the  possibility  of 
reducing  beneficiary  deductible  and  copayment  amounts  where 
they  select  hospitals  posting  prices  below  medicare  DRG  prices. 

2.  Section-by-Section  Explanation— Title  VI 

Section  601  of  the  Bill  amends  section  1886  of  the  Social  Security 
Act  CSSA')  to  establish  a  method  (the  'DRG  prospective  rate 
system')  of  paying  hospitals,  for  their  operating  costs  of  inpatient 
hospital  services,  on  the  basis  of  rates  that  are  prospectively  deter- 
mined and  that  vary  for  each  discharge  accordingly  to  the  diagno- 
sis-related group  (DRG)  in  which  the  discharge  is  classified. 

Section  601(a)  amends  subsection  (a)  of  section  1886  of  the  SSA  to 
eliminate  the  so-called  medicare  'section  223'  limits  on  inpatient 
hospital  costs  for  cost  reporting  periods  beginning  on  or  after  Octo- 
ber 1,  1985,  and  to  clarify  that  'operating  costs  of  inpatient  hospital 
services'  (to  which  the  DRG  prospective  rates  will  apply)  does  not 
include  capital-related  costs  or  direct  medical  and  nursing  educa- 
tion costs. 

Section  601(b)  amends  subsection  (b)  of  section  1886  of  the  SSA, 
which  now  provides  for  a  system  of  reimbursement  ('target  rate 
system')  under  which  hospitals  are  paid  per  case  based  on  how 
their  costs  compared  to  individual  'target'  costs  for  different  hospi- 
tal accounting  periods.  The  amendments  clarify  that  the  target 
rate  system  does  not  apply  to  hospitals  paid  under  the  DRG  pros- 
pective rate  system,  provide  that  the  target  rate  system  would  con- 
tinue to  apply  to  other  hospitals  after  fiscal  year  1985,  and  clarifv 
that  the  Secretary  of  Health  and  Human  Services  ('the  Secretary ) 
would  make  estimates  of  hospital  marketbasket  changes,  for  pur- 
poses of  this  system  and  the  DRG  prospective  rate  system,  in  ad- 
vance of  the  period  for  which  the  marketbasket  will  be  applied. 

Section  601(c)  amends  subsection  (c)  of  section  1886  of  the  SSA, 
which  now  provides  discretionary  authority  for  the  Secretary  to 
provide  for  medicare  payments  under  a  State's  hospital  reimburse- 
ment control  system,  rather  than  under  medicare  rules,  if  the 
system  meets  four  requirements:  (i)  it  must  apply  to  substantially 
all  non-Federal  acute  care  hospitals;  (ii)  it  must  apply  to  at  least  75 
percent  of  hospital  inpatient  revenues  or  expenses;  (iii)  it  must  pro- 
vide equitable  treatment  of  all  payors,  hospital  employees,  and  hos- 
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pital  patients;  and  (iv)  it  must  not  allow  (over  36-month  periods) 
greater  expenditures  under  medicare  than  otherwise  would  have 
occurred  in  the  absence  of  the  system.  The  bill  would  also  require 
that  such  a  system  not  preclude  a  health  maintenance  organization 
or  competitive  medical  plan  from  negotiating  hospital  rates  direct- 
ly with  hospitals. 

The  bill  would  restrict  the  Secretary's  discretion  in  several  re- 
spects. First,  the  Secretary  would  be  prohibited  from  denying  a 
State's  program  waiver  application  on  the  ground  that  the  State's 
system  is  based  on  a  payment  method  not  related  to  DRGs  or  on 
the  ground  that  the  system  does  not  result  in  an  actual  saving  of 
funds  to  medicare.  Second,  if  the  Secretary  uses  a  percentage  in- 
crease method  (e.g.,  not  allowing  costs  above  a  fixed  percentage  of  a 
previous  year's  allowable  costs)  for  projecting  what  is  allowable 
under  the  State  system,  the  Secretary  must  permit  the  State  the 
option  of  applying  that  test  (for  inpatient  hospital  services)  either 
on  an  aggregate  basis  or  on  a  per  case  basis;  and  if  the  Secretary 
uses  the  test  of  limiting  a  State  to  the  national  aggregate  rate  of 
increase  in  medicare  expenditures  in  all  the  States,  the  Secretary 
cannot  require  a  State's  rate  of  increase  to  be  less  than  the  average 
rate  of  increase  in  all  the  States. 

The  section  also  requires  the  Secretary,  if  the  State  system  other- 
wise meets  the  requirements  specified  above,  to  approve  the  system 
if  the  system  is  currently  approved  under  a  demonstration  project 
or  if  the  system  meets  the  following  requirements:  (i)  the  system 
must  be  operated  directly  by  the  State  or  by  an  entity  designated 
under  State  law;  (ii)  the  system  must  provide  for  the  prospective 
determination  of  hospital  rates;  (iii)  hospitals  must  make  such  re- 
ports (instead  of  medicare  cost  reports)  as  the  Secretary  may  re- 
quire in  order  to  monitor  the  State's  performance;  (iv)  the  system 
cannot  result  in  hospitals'  changing  admissions  practices  in  order 
to  'dump'  or  divert  patients  who  cannot  pay  for  their  hospital  serv- 
ices; (v)  significant  changes  in  the  system  will  not  be  made  without 
60  days  notice  to  the  Secretary  and  to  hospitals  likely  to  be  materi- 
ally affected  by  the  change;  and  (vi)  the  system  must  have  been  de- 
veloped in  consultation  with  local  governmental  officials.  The  Sec- 
retary must  respond  within  60  days  to  State  applications  meeting 
these  latter  requirements. 

Section  601(d)  amends  section  1886(d)  of  the  SSA  to  redesignate 
and  transfer  to  section  1814  of  the  SSA  provisions  relating  to  allow- 
ing the  Secretary  to  eliminate  the  so-called  'lesser-of-cost-or-charge' 
provisions  in  current  medicare  law. 

Section  601(e)  adds  four  new  subsections,  (d),  (e),  (f),  and  (g),  de- 
scribed below  in  detail,  to  section  1886  of  the  SSA  (which  section 
was  originally  added  to  the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1983,  or  TEFRA'). 

Proposed  subsection  (d)  establishes  a  method  for  the  payment  of 
hospitals  for  operating  costs  of  inpatient  hospital  services  on  the 
basis  of  DRG  prospective  rates.  This  provision  would  not  apply  to 
hospitals  located  outside  the  50  States  and  the  District  of  Colum- 
bia, psychiatric  hospitals,  rehabilitation  hospitals,  children's  hospi- 
tals, or  long-term  care  hospitals,  or  (upon  request  of  a  hospital)  dis- 
tinct rehabilitation  or  psychiatric  units  of  the  hospital.  There  is  a 
three-year  transition  in  moving  to  full  implementation  of  the  DRG 
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prospective  rate  system.  In  fiscal  year  1984,  hospitals  would  receive 
75  percent  of  their  payments  on  the  basis  of  the  target  rate  system 
established  under  section  1886(b)  of  the  SSA  (but  without  regard  to 
existing  limits  on  the  proportion  of  additional  payments  that  a  hos- 
pital will  gain  or  lose,  and  subject  to  the  hospital's  medicare  'sec- 
tion 223'  limit  under  section  1886(a)  of  the  SSA),  and  would  receive 
the  remainder  based  on  the  hospital's  adjusted  DRG  prospective 
payment  rate.  In  fiscal  years  1985,  and  1986,  the  percentage  cov- 
ered under  the  target  rate  system  decreases  to  50  percent  and  25 
percent,  respectively,  and,  beginning  with  fiscal  year  1987,  pay- 
ments to  covered  hospitals  would  be  based  entirely  on  the  hospi- 
tal's adjusted  DRG  prospective  payment  rates. 

Paragraph  (2)  of  that  subsection  describes  the  process  for  comput- 
ing the  adjusted  DRG  prospective  payment  rate  for  discharges  in 
fiscal  year  1984.  The  computation  proceeds  as  follows: 

(A)  The  Secretary  would  compute,  based  on  the  cost  recent  avail- 
able cost  report  data,  the  allowable  operating  costs  of  inpatient  hos- 
pital services  for  each  hospital  covered  under  the  system. 

(B)  The  Secretary  would  update  the  amounts  for  fiscal  year  1983 
using  industry-wide  data  for  previous  periods  and  would  project  for 
fiscal  year  1984  using  a  formula  that  reflects  the  change  in  the  cost 
of  the  mix  of  goods  and  services  that  hospitals  purchase  (hospital 
marketbasket)  plus  one  percent,  the  so-called  marketbasket  plus 
one  factor. 

(C)  The  Secretary  would  standardize  each  hospital's  amounts  to 
eliminate  fluctuations  (from  the  national  average)  caused  by  in- 
creased costs  indirectly  attributable  to  medical  education  programs, 
by  differences  between  the  average  wage  level  for  hospital  employ- 
ees in  the  area  in  which  the  hospital  is  located  and  the  national 
average  wage  level  of  hospital  workers,  and  by  differences  between 
the  hospital's  case  mix  and  the  average  case  mix  of  hospitals  in  the 
United  States. 

(D)  The  Secretary  would  then  compute  separate  averages  for 
urban  hospitals  (that  is  those  located  in  SMSA's  or  similar  areas) 
and  for  rural  hospitals  in  each  of  the  nine  census  divisions 
throughout  the  continental  United  States,  Alaska,  and  Hawaii. 

(E)  In  order  to  standardize  for  typical  case  costs,  the  Secretary 
would  reduce  each  of  these  averages  by  the  proportion  (not  less 
than  4  percent)  of  the  DRG  payments  that  is  attributable  to  the 
extra  payments  for  'outlier'  cases,  described  in  proposed  paragraph 
(5)  below. 

(F)  The  Secretary  would  then  adjust  each  of  the  averages  as  may 
be  necessary  to  assure  that  the  total  amounts  paid  under  the  DRG 
prospective  rate  system,  for  fiscal  years  1984  and  1985,  are  the 
same  as  the  portion  of  the  payments  which  would  have  been  spent 
under  the  medicare  law  as  modified  by  TEFRA,  in  order  to  achieve 
'budget  neutrality'. 

(G)  The  Secretary  would  then  compute  DGR-specific  rates  by 
multiplying  the  urban  and  rural  average  rates  for  each  of  the 
census  divisions  by  the  weighting  factor  for  each  DRG,  described  in 
proposed  paragraph  (4)  below. 

(H)  Finally,  the  Secretary  would  adjust  the  part  of  the  payment 
which  reflects  wage  and  wage-related  costs  to  reflect  differences  be- 
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tween  those  costs  in  the  area  of  the  hospital  and  those  costs  in  hos- 
pitals in  the  United  States  generally. 

Paragraph  (3)  of  that  subsection  provides,  in  a  very  similar 
manner,  for  the  computation  of  the  adjusted  DRG  prospective  rates 
for  discharges  occurring  after  fiscal  year  1984.  The  computation 
proceeds  as  follows: 

(A)  The  Secretary  would  take  the  urban  and  rural  averages  for 
the  previous  year  (before  outlier  or  budget  neutrality  adjustments) 
and  increase  them  by  a  marketbasket  plus  one  percent  factor  for 
fiscal  year  1985  and,  for  later  fiscal  years,  by  an  appropriate  factor 
(described  under  subsection  (e)  below)  determined  by  the  Secretary 
after  receiving  recommendations  from  a  panel  of  independent  ex- 
perts. These  averages  would  be  made  urban  and  rural  areas  within 
each  of  the  census  divisions  for  fiscal  years  1985,  1986,  and  1987, 
but  would  be  consolidated  for  all  urban  hospitals  and  for  all  rural 
hospitals  beginning  with  fiscal  year  1988. 

(B)  The  Secretary  would  then  make  the  same  type  of  reduction 
for  outlier  payments  (described  in  (E)  above)  as  was  made  in  fiscal 
year  1984. 

(C)  The  Secretary  would,  for  fiscal  year  1985  only,  then  make  the 
same  type  of  adjustment  (described  in  (F)  above)  as  was  made  in 
fiscal  year  1984  to  assure  budget  neutrality. 

(D)  The  Secretary  would  then  compute  DRG-specific  rates  for 
urban  and  rural  hospitals  (as  described  in  (G)  above)  within  each 
census  division  (for  fiscal  years  before  fiscal  year  1987). 

(E)  Finally,  the  Secretary  would  adjust  such  rates  to  reflect  dif- 
ferences in  area  wage  levels  (as  described  in  (H)  above). 

Paragraph  (4)  of  that  subsection  requires  the  Secretary  to  classify 
(and  permits  the  Secretary  from  time  to  time  to  modify  the  classifi- 
cation of)  hospital  discharges  into  diagnosis-related  groups  (DRG's) 
and  to  set  up  rules  for  classifying  specific  discharges  into  those 
groups.  Based  upon  the  relative  hospital  resources  used  in  provid- 
ing care  to  patients  with  diagnoses  within  the  different  groups,  the 
Secretary  would  establish  a  weighting  factor  for  each  DRG  for  use 
in  computing  the  DRG-specific  payment  rates. 

Paragraph  (5)  of  that  subsection  requires  the  Secretary  to  pro- 
vide additional  payments  (comprising  at  least  4  percent  of  total 
DRG-related  payments)  for  outlier  cases  (that  is,  cases  which  are 
significantly  out-of-line  with  the  typical  case  within  the  same  DRG 
classification).  A  case  is  deemed  to  be  an  outlier  if  its  length  of  stay 
exceeds  by  more  than  30  days  the  average  length  of  stay  for  cases 
within  the  same  DRG  or  if  it  has  such  other  unusual  length  of  stay 
or  unusual  costs  as  the  Secretary  believes  merit  a  special  addition- 
al payment  amount.  In  addition  and  in  order  to  compensate  for  the 
additional  indirect  costs  incurred  in  teaching  hospitals,  the  Secre- 
tary is  required  to  make  an  additional  payment  in  an  amount  re- 
flecting twice  the  6.06  percent  factor  provided  under  the  current 
section  223  regulations.  The  Secretary  also  is  required  to  provide 
for  exceptions  and  adjustments  to  the  DRG  payment  amount  to 
take  into  account  the  special  needs  of  public  and  other  hospitals 
that  serve  a  disproportionate  number  of  low-income  and  medicare 
patients,  may  provide  for  exceptions  and  adjustments  to  take  into 
account  the  special  needs  of  sole  community  hospitals  and  hospitals 
located  in  Alaska  or  Hawaii,  and  shall  provide  for  such  other  ex- 
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ceptions  and  adjustments  as  may  be  warranted  (including  those  for 
public,  teaching,  and  cancer  hospitals).  In  addition,  the  Secretary  is 
required  to  provide  for  an  adjustment  to  reflect  the  fact  that  cer- 
tain inpatient  hospital  services  formerly  billed  under  part  B  and 
not  included  in  the  base  for  the  system  will,  because  of  other 
changes  in  the  law,  no  longer  be  able  to  be  paid  for  under  part  B. 

Paragraph  (6)  of  that  subsection  requires  the  Secretary  to  publish 
in  the  Federal  Register,  not  later  than  September  1  of  each  year, 
the  methods  under  which  the  Secretary  is  computing  the  DRG 
prospective  rate  for  the  following  fiscal  year. 

Paragraph  (7)  of  that  subsection  prohibits  administrative  review 
(including  review  by  the  Provider  Reimbursement  Review  Board) 
and  any  form  of  judicial  review  of  the  Secretary's  determination  of 
any  "budget  neutrality"  adjustment  or  of  the  Secretary's  establish- 
ment (including  classification  methods  and  weighting  factors)  of  di- 
agnosis-related groups  (DRG's). 

Proposed  subsection  (e)  provides  that  the  prospective  payment 
system  established  under  proposed  subsection  (d)  must  be  "budget 
neutral"  in  fiscal  years  1984  and  1985;  that  is,  the  expenditures 
under  medicare  under  the  new  system  will  be  the  same  as  those 
under  medicare  as  amended  by  TEFRA.  In  addition,  there  would  be 
an  assurance  during  fiscal  years  1984  and  1985  that  75  percent  and 
50  percent,  respectively,  of  the  expenditures  would  be  made  under 
the  modified  target  rate  system  and  the  remainder  would  be  made 
under  the  DRG  prospective  rate  system. 

For  subsequent  fiscal  years,  the  Secretary  is  required  to  appoint 
a  panel  of  independent  experts  to  review  hospital  marketbasket 
changes,  technological  advances,  and  other  factors  that  influence 
changes  in  hospital  costs  and  report  to  the  Secretary  on  what  the 
appropriate  percentage  increase  for  hospitals  should  be  for  fiscal 
years  beginning  with  fiscal  year  1986.  The  Secretary  is  required, 
after  considering  the  panel's  report,  to  publish  in  the  Federal  Reg- 
ister by  June  1  of  each  year  the  proposed  allowable  percentage  in- 
crease for  the  following  fiscal  year  and,  after  opportunity  for  com- 
ment, to  publish  in  final  form  by  September  1  the  allowable  per- 
centage increase  which  will  apply  for  the  following  year.  The  Sec- 
retary is  required  to  continue  to  maintain,  through  fiscal  year 
1988,  some  system  for  reporting  of  hospital  cost  data. 

Proposed  subsection  (f)  requires  the  Secretary  to  establish  a  hos- 
pital admission  and  discharge  monitoring  system,  to  assure  that 
hospitals  paid  on  a  prospective  basis  (either  under  the  target  rate 
system  or  under  the  DRG  prospective  rate  system)  do  not  "game" 
the  system  through  inappropriate  or  multiple  admissions,  prema- 
ture discharges,  inappropriate  classification  of  discharges,  or  other 
inappropriate  practices.  The  Secretary  is  authorized,  in  the  case  of 
such  practices,  to  deny  payment  to  hospitals  (in  whole  or  in  part) 
or  to  require  them  to  take  other  appropriate  corrective  action 
[(such  as  preadmission  review  of  all  patients)].  A  hospital  dissatis- 
fied with  the  Secretary's  action  has  a  right  to  a  hearing  in  the 
same  manner  as  in  the  case  of  denial  of  payment  under  analogous 
provisions  of  the  medicare  law. 

Proposed  subsection  (g)  prohibits  payment  of  new  capital  expendi- 
tures for  hospitals  in  a  State  unless,  by  3  years  after  enactment, 
the  State  has  entered  into  a  "section  1122"  capital  expenditure 
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review  agreement  with  the  Secretary  and  has  recommended  ap- 
proval of  the  expenditures  under  that  agreement.  In  addition,  the 
Secretary  is  required  to  phase-out,  over  a  three-year  period,  the  al- 
lowance for  return  on  equity  capital  for  proprietary  hospitals  re- 
ceiving payment  under  the  DRG  prospective  rate  system,  so  that 
the  amount  of  the  allowance  would  decrease  to  75  percent  of  the 
current  allowance  (for  hospital  accounting  periods  beginning  in 
fiscal  year  1984)  to  50  percent  of  the  current  allowance  for  fiscal 
year  1985,  to  25  percent  of  the  current  allowance  in  fiscal  year 

1986,  and  would  be  eliminated  entirely  beginning  in  fiscal  year 

1987.  A  later  provision  in  section  603  requires  the  Secretary  to 
report  to  the  Congress  on  the  return  on  equity  issue  by  the  end  of 
1983. 

Section  602  makes  various  technical,  conforming,  and  miscella- 
neous amendments  to  reflect  the  fact  that  most  hospitals  will  be 
receiving  payment  for  inpatient  hospital  services  on  the  basis  of 
DRG  prospective  rates  and  no  longer  on  the  basis  of  the  reasonable 
cost  of  providing  these  services.  One  provision  permits  the  Secre- 
tary, after  September  1984,  to  enter  into  contracts  with  fiscal  inter- 
mediaries to  perform  functions  as  peer  review  organizations.  An- 
other provision,  effective  October  1,  1983,  prohibits  medicare  pay- 
ments for  inpatient  hospital  services  not  provided  by  physicians  or 
the  hospital  unless  the  hospital  is  paid  directly  for  such  payments, 
and  requires  the  provider  agreement  of  hospitals  paid  under  the 
DRG  prospective  rate  system  to  provide  that  the  hospital  has  such 
arrangements  with  any  outside  entity  furnishing  medicare  services 
to  inpatients  of  the  hospital;  the  Secretary  is  given  authority  to 
waive  these  restrictions  for  three  years  for  hospital  billing  prac- 
tices in  effect  before  October  1,  1982.  Effective  October  1,  1984,  hos- 
pitals receiving  payment  under  an  alternative  State  hospital  reim- 
bursement control  system  or  under  the  DRG  prospective  rate 
system  are  required,  as  part  of  their  provider  agreements,  to  have 
an  agreement  with  a  utilization  and  quality  control  peer  review  or- 
ganization (with  a  contract  with  the  Secretary  under  part  B  of  title 
XI  of  SSA,  as  amended  by  TEFRA)  to  perform  utilization  review 
and  similar  activities  with  respect  to  medicare  patients;  since  hos- 
pitals cannot  remain  as  medicare  providers  after  October  1,  1984, 
without  such  an  agreement,  the  Secretary  must  provide  for  con- 
tracts with  peer  review  organizations  in  all  parts  of  the  United 
States  not  later  than  that  date.  Effective  October  1,  1983,  hospitals 
receiving  prospective  payments  (either  under  the  target  rate 
system  or  the  DRG  prospective  rate  system)  must  agree  not  to 
charge  patients  for  services  for  which  payment  is  denied  because  of 
an  inappropriate  admission  or  medical  practice  described  above. 
Hospitals  receiving  payments  under  the  DRG  prospective  rate 
system  cannot  charge  their  patients  for  services  covered  under  the 
system  because  the  hospital  provides  more  costly  care  than  may  be 
paid  for  under  the  system. 

In  addition,  the  section  permits  health  maintenance  organiza- 
tions to  elect  to  have  hospital  payments  made  (under  the  appropri- 
ate payment  system)  directly  to  hospitals  and  subtracted  from  pay- 
ments from  medicare  to  the  organizations.  The  Provider  Reim- 
bursement Review  Board  would  be  authorized  to  review  hospital 
complaints  concerning  payment  under  the  DRG  prospective  rate 
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system,  except  for  the  Secretary's  determination  on  any  ''budget 
neutrality"  adjustment  and  on  factors  relating  to  the  DRG  system. 

Section  603(a)  requires  the  Secretary  to  make  various  studies  and 
reports  in  calendar  years  1983  through  1987.  By  the  end  of  1983, 
the  Secretary  is  required  to  report  on  an  analysis  of  how  capital- 
related  costs  can  be  included  in  the  DRG  prospective  rate  system, 
what  payment  should  be  made  for  return  on  equity  capital  (which 
payment  is  phased  out  under  a  previous  provision),  and  the  impact 
of  the  DRG  system  on  skilled  nursing  facilities  Each  annual  report 
in  1984  through  1987  includes  an  analysis  of  the  impact  of  the 
system  (in  the  previous  year  of  its  operation)  on  hospitals,  patients, 
and  payors  and,  in  particular,  on  the  effect  of  the  system's  provid- 
ing rates  on  a  census  division  basis,  for  urban  and  rural  areas, 
rather  than  on  a  national  basis,  for  urban  and  rural  areas.  Each 
report  includes  any  appropriate  legislative  recommendations,  and 
the  GAO  is  required  to  review  and  comment  on  the  adequacy  of 
the  Secretary's  impact  analysis.  During  fiscal  year  1984,  the  Secre- 
tary is  required  to  begin  the  collection  of  data  on  charges  for  phy- 
sician inpatient  services,  by  DRG's,  and  to  include  in  the  annual 
report  for  that  year  recommendations  on  the  feasibility  and  advis- 
ability of  providing  for  the  payment  of  charges  for  these  services  on 
a  DRG-related  basis.  As  part  of  the  1985  annual  report,  the  Secre- 
tary is  required  to  include  the  results  of  studies  concerning  elimi- 
nating or  moderating  the  effect  of  providing  for  separate  DRG 
rates  for  urban  and  rural  hospitals,  whether  and  how  hospitals 
which  are  now  not  covered  under  the  DRG  prospective  rate  system 
(e.g.,  psychiatric,  rehabilitation,  children's,  and  long-term  care  hos- 
pitals) could  be  brought  under  it  or  a  similar  system,  the  appropri- 
ateness of  the  factors  used  in  computing  the  additional  payments 
for  outlier  cases,  the  feasibility  and  desirability  of  extending  the 
DRG  prospective  rate  system  to  all  payors,  and  the  impact  of  the 
system  on  increased  admissions  and  methods  of  minimizing  such 
an  adverse  impact.  As  part  of  the  1986  annual  report,  the  Secre- 
tary is  required  to  include  the  results  of  a  study  examining  the 
overall  impact  of  State  hospital  reimbursement  systems,  focusing 
on  their  ''system-wide"  impact. 

Section  603(b)  restates  the  fact  that  the  changes  in  medicare  law 
made  in  the  title  do  not  affect  the  Secretary's  authority  to  continue 
or  develop  experiments  and  demonstration  projects.  However,  the 
Secretary  is  directed  to  modify  certain  current  medicare  State  dem- 
onstration projects  so  that  each  of  these  States  is  not  required  to 
contain  the  rate  of  increase  in  medicare  hospital  costs  in  that  State 
below  the  national  average  rate  of  increase  of  those  costs. 

Section  603(c)  states  that  Congress,  in  implementng  a  system  for 
including  capital-related  costs  under  a  prospective  payment  system, 
intends  to  provide  some  distinction  between  capital  projects  initiat- 
ed before  March  1,  1983  (old  capital)  and  projects  initiated  on  or 
after  that  date  (new  capital). 

Section  604  provides  that  the  changes  made  by  this  title,  except 
as  specifically  described  above,  apply  to  hospital  cost  reporting  pe- 
riods beginning  during  or  after  fiscal  year  1983.  In  the  case  of  pa- 
tients admitted  in  a  reporting  period  before  the  effective  date  and 
discharged  after  that  date,  there  is  an  apportionment  of  costs  be- 
tween different  payment  systems.  In  order  to  provide  for  prompt 
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implementation  of  the  DRG  prospective  rate  system,  the  Secretary 
is  authorized  to  publish  interim  regulations  by  September  1,  1983, 
which  would  apply  to  discharges  in  fiscal  year  1984,  and  to  revise 
these  regulations  by  December  31,  1983.  Any  revisions  would  apply 
only  to  discharges  occurring  30  days  or  more  after  the  notice  of  the 
revision  is  provided.  The  Secretary  also  can  provide  for  this  expe- 
dited regulatory  process  to  provide  for  timely  implementation  of 
the  provisions  relating  to  exceptions,  adjustments,  and  additional 
payments  under  the  DRG  prospective  rate  system. 


IV.  COST  ESTIMATES  AND  ACTUARIAL  ANALYSIS 


Memoranda  on  the  estimated  financial  effects  of  your  commit- 
tee's bill  on  the  social  security  trust  funds  were  prepared  by  the 
Office  of  the  Acutary  and  are  shown  in  this  report.  The  memoran- 
da, and  attached  tables,  are  self-explanatory.  The  table  showing  the 
estimated  effects  of  tax-related  provisions  of  the  bill  was  prepared 
by  the  Joint  Committee  on  Taxation. 

March  4,  1983. 

MEMORANDUM 

From:  Richard  S.  Foster,  Office  of  the  Actuary,  Social  Security  Ad- 
ministration. 

Subject:  Estimated  Short-Range  Financial  Effects  of  H.R.  1900  as 
Reported  by  the  Committee  on  Ways  and  Means  on  March  4, 
Based  on  the  1983  Alternative  II-B  Assumptions. 

The  attached  tables  present  the  estimated  effects  on  the  OASDI 
and  Medicare  programs  of  H.R.  1900  as  reported  by  the  Committee 
on  Ways  and  Means.  Table  1  shows  the  estimated  changes  in 
OASDI  tax  income  or  benefit  outgo  in  calendar  years  1983-89  for 
the  provisions  of  the  bill  which  have  an  effect  on  short-range 
income  and  outgo.  Table  2  presents  similar  estimates  for  the  Medi- 
care program  (HI  and  SMI).  Table  3  compares  the  OASDHI  tax 
rate  schedules  under  present  law  and  under  H.R.  1900.  Table  4  pre- 
sents the  estimated  operations  of  the  OASI,  DI,  and  HI  Trust 
Funds  under  the  law  as  it  would  be  modified  by  H.R.  1900.  All  of 
the  estimates  are  based  on  the  alternative  II-B  assumptions  pre- 
pared for  use  in  the  1983  Trustees  Report.  The  HI  and  SMI  esti- 
mates were  prepared  by  the  Office  of  Financial  and  Actuarial 
Analysis,  Health  Care  Financing  Administration. 

As  reported  by  the  Ways  and  Means  Committee,  the  major  provi- 
sions of  H.R.  1900  are  generally  similar  to  the  recommendations  of 
the  National  Commission  on  Social  Security  Reform.  In  addition, 
the  technical  and  miscellaneous  proposals  in  H.R.  660  have  been 
incorporated.  A  complete  description  of  the  bill's  provisions  will  be 
contained  in  a  forthcoming  Legislative  Bulletin  prepared  by  the 
Office  of  Legislative  and  Regulatory  Policy. 

One  of  the  provisions  of  H.R.  1900  would  modify  the  procedures 
for  the  investment  of  trust  fund  assets.  Due  to  the  nature  of  the 
proposed  changes,  together  with  the  extreme  sensitivity  of  invest- 
ment earnings  to  the  timing  of  cash  flows  and  to  short-term  vari- 
ations in  interest  rates,  it  is  not  possible  to  include  the  effects  of 
this  provision  in  our  estimates  at  this  time.  Such  estimates  should 
be  available  in  the  near  future.  Under  the  alternative  II-B  assump- 
tions, it  is  expected  that  the  provision  would  reduce  trust  fund  in- 
terest income  somewhat,  although  the  amounts  involved  would  not 
be  very  significant  relative  to  the  increase  in  tax  and  other  income 
provided  by  H.R.  1900. 
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Another  provision  in  H.R.  1900  would  treat  employer  payments 
to  a  401(k),  403(b),  or  ''cafeteria"  fringe  benefit  plan  as  covered 
earnings  under  the  Social  Security  program.  Our  estimates  of 
future  Social  Security  tax  income  under  present  law  do  not  explic- 
itly reflect  the  loss  in  tax  income  that  would  result  from  a  rapid 
expansion  in  the  number  of  these  plans.  Thus  it  would  be  mislead- 
ing to  indicate  that  the  tax  income  projected  under  present  law 
could  be  significantly  increased  if  plan  payments  were  made  sub- 
ject to  payroll  taxes.  The  estimates  shown  in  this  memorandum,  ac- 
cordingly, do  not  include  such  effects.  It  is  important  to  note,  how- 
ever, that  a  rapid  expansion  of  these  plans  now  appears  to  be  fairly 
likely.  In  the  absence  of  the  provision  in  H.R.  1900,  the  potential 
reduction  in  annual  OASDHI  tax  income  attributable  to  such  an 
expansion  could  easily  amount  to  roughly  $1-2  billion  within  a  few 
years. 

As  indicated  in  table  4,  under  the  alternative  II-B  assumptions 
the  provisions  of  H.R.  1900  would  be  sufficient  to  enable  the  timely 
payment  of  OASDI  benefits  throughout  the  short-range  projection 
period.  The  interfund  loans  from  the  HI  Trust  Fund  could  be 
repaid  during  1986-88,  and  the  bill's  "stabilizer"  proposal  (effective 
in  1988)  would  not  be  triggered.  Thus  H.R.  1900  as  reported  by  the 
Ways  and  Means  Committee  would  substantially  improve  the  fi- 
nancial outlook  for  the  OASDI  program.  It  must  be  said,  however, 
that  the  bill  would  not  offer  assurance  that  the  OASDI  program 
would  operate  satisfactorily  under  adverse  economic  conditions. 
Under  alternative  II-B,  which  assumes  moderate  but  steady  eco- 
nomic growth,  asset  levels  remain  at  fairly  low  levels  (relative  to 
annual  expenditures)  through  about  1988.  While  estimates  are  not 
yet  available  under  alternative  III,  which  assumes  somewhat 
slower — but  steady — economic  growth,  it  is  anticipated  that  virtual- 
ly no  margin  for  safety  would  exist.  Thus  if  actual  future  economic 
growth  were  even  slightly  slower,  on  average,  than  assumed  in  al- 
ternative III,  the  OASDI  Trust  Funds  would  be  depleted  within  the 
relatively  near  future.  In  particular,  this  result  would  occur  if  the 
economy  suffers  another  recession  within  the  next  5  years  or  so. 
Given  the  nontrivial  possibility  of  such  an  occurrence,  it  cannot  be 
said  that  H.R.  1900  would  assure  the  financial  soundness  of  the 
OASDI  program  during  this  decade. 

Under  alternative  II-B,  the  HI  Trust  Fund  would  continue  to  de- 
cline and  would  be  depleted  in  about  1990. 

Richard  S.  Foster,  F.S.A., 

Acting  Deputy  Chief  Actuary. 

Attachments:  4. 
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TABLE  l.-ESTIMATED  CHANGES  IN  OASDI  TAX  INCOME  OR  BENEFIT  OUTGO  UNDER  H.R.  1900  AS 
REPORTED  BY  THE  COMMIHEE  ON  WAYS  AND  MEANS,  BASED  ON  1983  ALTERNATIVE  ll-B 
ASSUMPTIONS 

[In  billions  of  dollars] 

Calendar  year- 
Provision  T.t-I 
1983    1984    1985    1986    1987    1988  1989  jgg°J*^g 


Increase  tax  rate  on  covered  wages  and  salaries                          8.6    0.3    14.5  16.0  39.4 

Increase  tax  rate  on  covered  self-employment  earnings                     1.1     3.1  3.0    3.2  3.7     4.4  18^ 

Cover  all  Federal  elected  officials  and  political  appointies                   ( ^ )  ( M  ( M    ( ^ )  ( M  ( M  -1 

Cover  new  Federal  employees  2      .7  1.2     1.8  2.4     3.1  9.3 

Cover  all  nonprofit  employees                                           1.3     1.5  1.8     2.1  2.6    3.1  12.5 

Total  for  new  coverage                                          1.5     2.2  3.0     4.0  5.0     6.1  21.9 

Prohibit  State  and  local  government  terminations  1      .2  .4      .6  .8     1.1  3.2 

Provide  general  fund  transfers  for  military  service  credits  and 

unnegotiated  checks                                          19.7    -.4  -.4  -.3  -.3  -.3  -.3  17.7 

Delay  benefit  increases  6  months                                  3.2     5.2     5.4  5.5     6.2  6.7     7.3  39.4 

Tax  one-half  of  benefits  for  high  income  beneficiaries                      2.6    3.2  3.9     4.7  5.6     6.7  26.6 

Continue  benefits  on  remarriage                                        (2)  (2)  (2)    (2)  (2)  (2)  _  i 

Modify  indexing  of  deferred  survivors' benefits   (2)  (2)    (2)  (2)  (2)  (2) 

Raise  disabled  widow(er)'s  benefits  to  71.5  percent  of  PIA                -.2  -.2  -.2  -.2  -.3  -.3  -1.4 

Pay  divorced  spouses  whether  or  not  worker  has  retired   (2)  (2)    (2)  (2)  (2)  _  i 

Replace  90-percent  factor  in  benefit  formula  with  61  percent, 
for  individuals  receiving  pensions  from  noncovered  employ- 
ment                                                                        {^)    {^)  .1      .1  .3 

Offset  one-third  of  spouses' noncovered  government  pension          (2)    (2)  (2)  (2)    (2)  (2)  (2)  _  ] 

Raisi  delayed  retirement  credit,  beginning  in  1990  

Total  for  all  changes                                    22.8    18.5  13.9  15.2  18.0  35.7  41.2  165.3 


'  Net  additional  taxes  of  less  than  $50,000,000. 

2  Additional  benefits  of  less  than  $50,000,000. 

3  Reduction  in  benefits  of  less  than  $50,000,000. 

Note.— Estimates  shown  for  each  provision  include  the  effects  of  interaction  with  all  preceding  provisions.  Totals  do  not  always  equal  the  sum  of 
components  due  to  rounding.  Positive  figures  represent  additional  income  or  reductions  in  benefits.  Negative  figures  represent  reductions  in  income  or 
increases  in  benefits. 

Source;  Social  Security  Administration  Office  of  the  Actuary,  Mar.  4,  1983. 


TABLE  2.— ESTIMATED  CHANGES  IN  MEDICARE  INCOME  OR  OUTGO  UNDER  H.R.  1900  AS  REPORTED 
BY  THE  COMMIHEE  ON  WAYS  AND  MEANS,  BASED  ON  THE  1983  ALTERNATIVE  ll-B  ASSUMPTIONS 

[In  billions] 


Calendar  year 

Provision 

1983      1984      1985      1986      1987      1988  1989 


Hospital  Insurance: 


Provide  for  prospective  hospital  reimbursement  

$0.2 

$2.0 

$3.6 

$5.2 

$7.0 

$18.0 

Increase  tax  rate  on  covered  self-employment  earn- 

ings  

$0.4 

1.3 

1.5 

1.6 

1.7 

1.8 

8.3 

Cover  all  nonprofit  employees  

.3 

.4 

.5 

.5 

.6 

.7 

3.0 

Prohibit  State  and  local  government  terminations 

  (M 

.1 

.1 

.1 

.2 

.3 

.8 

Provide  lump-sum  general  fund  transfer  for  military 

service  credits  

$3.3  -.1 

-.1 

-.1 

-.1 

-.1 

-.1 

2.5 

Total  for  HI  charges  

3.3  .6 

1.8 

3.9 

5.8 

7.6 

9.6 

32.6 

'  Additional  income  of  less  than  $50  million. 

Notes:  1.  Under  H.R.  1900,  the  financing  of  the  Supplementary  Medical  Insurance  program  would  be  shifted  to  a  calendar  year  basis.  The 
estimated  changes  in  SMI  premium  ana  general  revenue  income  that  would  result  from  this  shift  are  as  follows  (in  billions): 
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Fiscal  year— 


1983 

1984 

1985 

1986 

1987 

1988 

1989 

Change  in  premium  income  

  -$0.1 

(M 

$0.1 

$0.2 

$0.3 

$0.3 

$0.3 

Change  in  general  revenue  income  

$0.7 

-.2 

-.2 

-.3 

-.2 

-.3 

It  should  be  noted  that  these  are  fiscal  year  estimates  and  are  based  on  the  assumptions  underlying  the  President's  1984  Budget.  Thus  they  are 
not  directly  comparable  to  other  estimates  in  this  memorandum.  In  addition,  the  estimates  reflect  a  revision  in  the  language  that  appears  in  the  bill  as 
reported.  This  revision  multi  allow  the  general  revenue  contribution  determined  under  section  1844(a)(1)  to  be  determined  using  the  June  1983 
premium  rate  and  the  actuarial  rates  already  promulgated  for  July  1983  through  June  1984. 

2.  Estimates  shown  for  each  provision  include  the  effects  of  interaction  with  all  preceding  provisions.  Totals  do  not  always  equal  the  sum  of 
components  due  to  rounding.  Positive  figures  represent  additional  income  or  reductions  in  benefits.  Negative  figures  represent  reductions  in  income  or 
increases  in  benefits. 

Source:  Health  Care  Financing  Administration,  Office  of  Financial  and  Actuarial  Analysis,  March  4,  1983. 

TABLE  3.-TAX  RATE  SCHEDULES  UNDER  PRESENT  LAW  AND  UNDER  H.R.  1900  AS  REPORTED  BY 
THE  COMMIHEE  ON  WAYS  AND  MEANS 

[Percent  of  taxable  earnings] 


Present  law  Proposed  law 


Calendar  year 

Total  for 
OASDI 
and  HI 

OASI 

Dl 

OASDI 

Hi 

Total  for 
OASDI 
and  HI 

OASI 

Dl 

OASDI 

HI 

Employees  and  employers,  each 

1982  

6.70 

4.575 

0.825 

5.40 

1.30 

6.70 

4.575 

0.825 

5.40 

1.30 

1983  

6.70 

4.575 

.825 

5.40 

1.30 

6.70 

4.775 

.625 

5.40 

1.30 

1984  

6.70 

4.575 

.825 

5.40 

1.30 

7.00 

5.200 

.500 

5,70 

1.30 

1985  

7.05 

4.750 

.950 

5.70 

1.35 

7.05 

5.200 

,500 

5.70 

1.35 

1986  to  1987 

7.15 

4.750 

.950 

5.70 

1.45 

7.15 

5.200 

.500 

5.70 

1.45 

1988  to  1989 

7.15 

4.750 

.950 

5.70 

1.45 

7.51 

5.560 

.500 

6.06 

1.45 

1990  to  2014 

7.65 

5.100 

1.100 

6.20 

1.45 

7.65 

5.600 

.600 

6.20 

1.45 

2015  and  later 

7.65 

5.100 

1.100 

6.20 

1,45 

7.89 

5.840 

.600 

6.44 

1,45 

Self-employed  persons 

1982  

9.35 

6.8125 

1.2375 

8.05 

1.30 

9.35 

6.8125 

1.2375 

8.05 

1.30 

1983  

9.35 

6.8125 

1.2375 

8.05 

1.30 

9.35 

7.1125 

.9375 

8.05 

1.30 

1984  

9.35 

6.8125 

1.2375 

8.05 

1.30 

14.00 

10.4000 

1.0000 

11.40 

2.60 

1985  

9.90 

7.1250 

1.4250 

8.55 

1.35 

14.10 

10.4000 

1.0000 

11.40 

2.70 

1986  to  1987 

10.00 

7.1250 

1.4250 

8.55 

1.45 

14.30 

10.4000 

1.0000 

11.40 

2.90 

1988  to  1989 

10.00 

7.1250 

1.4250 

8.55 

1.45 

15.02 

11.1200 

1.0000 

12.12 

2.90 

1990  to  2014 

10.75 

7.6500 

1.6500 

9.30 

1.45 

15.30 

11.2000 

1.2000 

12.40 

2.90 

2015  and  later 

10.75 

7.6500 

1.6500 

9.30 

1.45 

15.78 

11.6800 

1.2000 

12.88 

2.90 

Source:  Social  Security  Administration,  Office  of  the  Actuary,  Mar.  4,  1983. 
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Estimates  of  trust  fund  operations  under  the  OASDI  and  HI  pro- 
grams as  modified  by  the  Committee  bill  are  shown  in  table  4  of 
the  memorandum  from  Richard  S.  Foster.  The  estimates  of  assets 
at  the  beginning  of  each  year  1984  and  later,  as  a  percentage  of 
outgo  during  the  year,  that  are  shown  in  table  4,  reflect  the  inclu- 
sion of  January's  OASDI  tax  receipts  in  the  assets  at  the  beginning 
of  the  year.  The  January  OASDI  tax  receipts  are  included  in  assets 
at  the  beginning  of  the  year  because  of  section  141  of  the  Commit- 
tee bill  which  provides  for  transfers  of  each  month's  OASDI  tax  re- 
ceipts from  the  general  fund  of  the  Treasury  to  the  trust  funds  on 
the  first  day  of  the  month.  If  the  January  tax  receipts  were  not  in- 
cluded in  assets  at  the  beginning  of  the  year,  the  estimated  trust 
fund  ratios  would  be  as  follows  (based  on  II-B  assumptions): 


Calendar  year 

Assets  at  beginning  of  year  as  a  percentage 

of  outgo  during  year 

OASI 

Dl 

OASDI 

HI  Total 

1982 

15 

17 

15 

52 

22 

1983 

15 

15 

15 

20 

16 

1984 

13 

33 

15 

25 

17 

1985 

13 

28 

14 

20 

15 

1986 

14 

25 

15 

16 

15 

1987 

14 

24 

15 

19 

16 

1988 

14 

26 

15 

20 

16 

1989 

20 

29 

21 

17 

20 

1990 

28 

52 

30 

3 

23 

1991 

39 

73 

42 

-13 

28 

1992 

51 

95 

55 

-30 

33 

[Memorandum] 

Department  of  Health  and  Human  Services, 

Social  Security  Administration, 

March  4,  1983. 

Refer  to:  SNL 

From:  Francisco  R.  Bayo,  Deputy  Chief  Actuary. 

Subject:  Estimates  of  the  Impact  of  H.R.  1900  on  the  Long-Range 

Financial  Status  of  the  OASDI  System. 
To:  Mr.  Harry  C.  Ballantyne,  Chief  Actuary. 

The  attached  table  includes  long-range  estimates  for  H.R.  1900  as 
reported  by  the  Committee  on  Ways  and  Means  based  on  the  1983 
Trustees  Report  Alternative  II-B  assumptions.  Enactment  of  this 
bill  will  result  in  a  long-range  actuarial  surplus  of  0.03  percent  of 
taxable  payroll  for  OASDI  combined.  Estimates  for  individual  pro- 
visions are  shown  in  the  table  generally  only  for  those  provisions 
with  significant  long-range  impact  on  OASDI.  However,  the  impact 
on  OASDI  of  all  provisions  of  H.R.  1900  as  reported  is  included  in 
the  totals. 

Francisco  R.  Bayo,  Deputy  Chief  Actuary. 

Attachment. 
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ESTIMATED  LONG-RANGE  OASDI  COST  EFFECT  OF  H.R.  1900  AS  REPORTED  BY  THE  COMMIHEE  ON 

WAYS  AND  MEANS 

Effect  as  percent  of  payroll 

Sec.  Provision   ■  ■  — — — 

OASDI  Dl  OASDI 


Present  law: 

Average  cost  rate   13.04  1.34  14.38 

Average  tax  rate   10.13  2.17  12.29 

Actuarial  balance   -2.92  +.83  -2.09 


Changes  included  in  titles  I  and  III  of  the  bill 

101  Covernew  Federal  employees   -I-.26  +.02  +.28 

102  Cover  all  nonprofit  employees   +.09  +.01  +.10 

103  Prohibit  State  and  local  termination   +.06  +.00  +.06 

111  Delay  benefit  increases  6  months   +.28  +.03  +.30 

112  Stabilize  trust  fund  ratio  

113  Eliminate  "windfall"  benefits   +.03  +.00  +.03 

114  Raise  delayed  retirement  credits   -.10   -.10 

121        Tax  one-half  of  benefits   +.56  +.05  +.61 

123  Accelerate  tax  rate  increase   +.03   +.03 

124  Increase  tax  rate  on  self-employment   +.17  +.02  +.19 

126        Change  Dl  rate  allocation   +.98  -.98   

131  Continue  benefits  on  remarriage   -.00  -.00  -.00 

132  Pay  divorced  spouse  of  nonretired   -.01  -.00  -.01 

133  Modify  indexing  of  survivor's  benefits   -.05   -.05 

134  Raise  disabled  widow's  benefits   -.01   -.01 

151  Modify  military  credits  financing   +.01  +.00  +.01 

152  Credit  unnegotiated  checks   +.00  +.00  +.00 

329        Tax  certain  salary  reduction  plans   +.02  +.00  +.02 

338        Modify  public  pension  offset   -.00  -.00  -.00 

Subtotal  for  the  effect  of  the  above  provisions ^   +2.27  -.86  +1.41 

Remaining  deficit  after  the  above  provisions   -.65  -.03  -.68 

Additional  changes  relating  to  long-term  financing  (Title  II  of  the  bill) 

201  Modify  benefit  formula  after  this  century   +.39  +.04  +.43 

202  Raise  tax  by  0.24  each  after  by  2014   +.28    +.28 

Total  effect  of  all  of  the  provisions "   +2.94  -.82  +2.12 

After  committee  bill: 

Actuarial  balance   +.02  +.01  +.03 

Average  income   11.96  1.23  13.19 

Average  cost  rate   11.94  1.22  13.16 


'The  values  for  each  of  the  individual  provisions  listed  from  title  I  and  title  III  represent  the  effect  over  present  law  and  do  not  take  into 
account  interaction  with  other  provisions. 

2  The  values  in  the  subtotal  for  all  provisions  included  in  title  I  and  title  III  take  into  account  the  estimated  interactions  among  these  provisions. 

3  The  values  for  each  of  the  provisions  of  title  II  take  into  account  interaction  vvith  the  provisions  included  in  title  I  and  title  III. 
■*The  values  for  the  total  effect  of  H.R.  1900  take  into  account  interactions  among  all  of  the  provisions  of  the  bill. 

Note.— The  above  estimates  are  based  on  the  1983  Trustees  Report  Alternative  ll-B  assumptions.  Individual  estimates  may  not  add  to  totals  due 
to  rounding  and/or  interaction  among  proposals. 
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ESTIMATED  REVENUE  EFFECTS  OF  CERTAIN  TAX  RELATED  PROVISIONS  OF  H.R.  1900,  AS  APPROVED 
BY  THE  COMMIHEE  ON  WAYS  AND  MEANS 


[Millions  of  dollars] 


Provision 

Receipts  or 
liabilities  ^ 

Calendar  or  fiscal  year 

Total 

1984 

1985 

1986 

1987 

1988 

1989 

(1)  Taxation  of  OASDI 

benefits  ^  

2,638 

3,183 

3,849 

4,607 

5,505 

6,553 

26,336 

FY 

848 

2,807 

3^389 

4^082 

4,883 

5,826 

21,835 

(2)  Taxation  of  Tier  1 

Railroad  Retirement 

Benefits  

4CY 

61 

71 

81 

94 

108 

124 

539 

FY 

20 

64 

74 

85 

98 

113 

453 

(3)  Tax  credit  for  1984 

PICA  taxes  ^  

CY 

4,434 

4,434 

FY 

3,234 

1,200  .. 

4,434 

(4)  SECA  provisions:  ^ 

Increase  in  OASDI 

and  HI  rates  for 

obUA  

LY 

4,jd1 

4,744 

4,973 

C  1  00 

D,l00 

0,4/ D 

01  m 
ol,l// 

FY 

1,497 

4,447 

4,489 

4,820 

5,360 

6,247 

26,860 

SECA  credit  

CY 

-2,028 

-1,869 

-1,986 

-2,082 

-2,321 

-2,451 

-12,737 

FY 

-676 

-1,975 

-1,908 

-2,018 

-2,162 

-2,364 

-11,103 

Net  effect  

CY 

2,462 

2,492 

2,758 

2,891 

3,812 

4,025 

18,440 

FY 

821 

2,472 

2,581 

2,802 

3,198 

3,883 

15,757 

(5)  Elderly  credit  and 

disability  income  exclusion .. 

CY 

(') 

6 

6 

8 

10 

11 

44 

FY 

6 

7 

9 

10 

37 

>  CY  means  calendar  year  liabilities,  FY  means  fiscal  year  receipts. 

2  These  estimates  are  consistent  with  the  11-6  assumptions  used  by  the  Social  Security  Adminstration  in  preparing  the  Trust  Fund  estimates 
shown  elsewhere  in  this  report. 

3  These  amounts  are  estimated  to  be  transferred  to  the  Social  Security  Trust  Funds  during  the  calendar  year  shown. 
*  These  amounts  are  estimated  to  be  transferred  to  the  Railroad  Retirement  Account  during  the  calendar  year  shown. 
»  Revenue  gain  of  less  than  $5,000,000. 


V.  VOTE  OF  THE  COMMITTEE  AND  OTHER  MATTERS  TO  BE 
DISCUSSED  UNDER  THE  RULE  OF  THE  HOUSE 

In  compliance  with  clause  2(1)(2)(B)  of  rule  XI  of  the  Rules  of  the 
House  of  Representatives,  your  Committee  states  that  the  bill  was 
approved  by  a  vote  of  32  to  3. 

In  compliance  with  clause  2(L)(3)(A)  of  rule  XI,  your  Committee 
reports  that  the  need  for  legislation  to  assure  the  financial  stability 
and  solvency  of  the  social  security  trust  funds,  to  adjust  the  SSI 
benefit  standard,  to  reform  the  method  for  reimbursing  hospitals 
under  the  Medicare  program  and  to  extend  the  Federal  Supple- 
mental Compensation  Program  has  been  confirmed  by  oversight  in- 
vestigations conducted  by  your  Committee's  Subcommittees  on 
Social  Security,  Health  and  Public  Assistance  and  Unemployment 
Compensation. 

In  compliance  with  clause  (2)(1)(3)(D)  of  rule  XI,  your  Committee 
states  that  no  oversight  findings  or  recommendations  have  been 
submitted  to  your  Committee  by  the  Committee  on  Government 
Operations  with  respect  to  the  subject  matter  contained  in  the  bill. 

In  compliance  with  clause  2(1)(4)  of  rule  XI,  your  Committee  esti- 
mates that  enactment  of  the  bill  will  reduce  inflationary  pressures 
on  the  national  economy.  H.R.  1900  as  reported,  will  reduce  Feder- 
al spending  in  fiscal  year  1984  by  approximately  $8.3  billion  and  by 
another  $62.6  billion  from  fiscal  years  1985  to  1988.  The  Committee 
believes  that  this  reduction  in  the  fiscal  year  1983  budget  deficit  as 
well  as  the  additional  reductions  in  fiscal  years  1984  to  1988  will 
contribute  to  a  reduction  in  the  inflationary  pressures  in  the  na- 
tional economy.  In  addition,  the  new  medicare  reimbursement 
system  is  expected  to  help  restrain  the  rate  of  increase  in  hospital 
costs.  To  the  extent  this  system  furthers  that  objective,  it  will  help 
to  reduce  the  inflationary  pressures  currently  inherent  in  the  con- 
tinuing growth  of  hospital  costs. 

In  compliance  with  clause  2(1)(3)(B)  of  rule  XI,  your  Committee 
states  that  the  bill  reduces  tax  expenditures  by  approximately  $20 
billion  between  fiscal  year  1983  and  fiscal  year  1989  and  that  dis- 
cussion of  budgetary  authority  is  contained  in  the  report  of  the 
Congressional  Budget  Office. 

In  compliance  with  clause  7(a)  of  rule  XIII,  the  following  state- 
ment is  made  relative  to  the  budget  effects  of  the  provisions  of  H.R. 
1900,  as  reported  by  your  Committee. 

With  respect  to  the  provisions  contained  in  the  bill,  your  Com- 
mittee states  that  it  agrees  with  the  estimates  of  the  Congressional 
Budget  Office.  These  estimates  are  presented  for  fiscal  years  1983 
to  1988  for  the  unified  budget  and  OASDHI  trust  funds. 

For  fiscal  years  1986  to  1988,  CBO  could  not  estimate  the  budget- 
ary impact  of  the  prospective  payment  system  because  the  bill 
would  allow  the  Secretary  of  Health  and  Human  Services,  as  ad- 
vised by  a  panel  of  experts,  discretion  in  setting  payment  rates  for 
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inpatient  hospital  services.  Those  rates  could  be  set  such  that  ag- 
gregate medicare  outlays  could  increase  or  decrease.  However,  if 
the  Secretary  increased  the  overall  DRG  rate  by  the  price  increases 
for  hospital  inputs  plus  one  percentage  point,  the  savings  relative 
to  the  cost  based  reimbursement  system  under  current  law  would 
be  $2.6,  $6.1,  and  $8.3  billion  for  fiscal  years  1986,  1987  and  1988 
respectively. 

The  impact  of  the  provisions  is  sensitive  to  varying  economic  pro- 
jections about  wage  growth,  price  increases  and  unemployment 
rates.  Additional  projections  under  intermediate  II-B  economic  as- 
sumptions from  the  Office  of  the  Actuary,  Social  Security  Adminis- 
tration, are  also  included  on  a  calendar  year  basis  from  1983  to 
1989. 

The  Office  of  the  Actuary  has  also  estimated  the  impact  of  the 
bill  over  a  75-year  period.  Under  II-B  economic  and  demographic 
assumptions,  the  OASDI  system  is  in  actuarial  balance.  Outgo  is 
nearly  the  same  as  income  measured  as  a  percent  of  taxable  pay- 
roll. (The  estimates  of  the  Office  of  the  Actuary  can  be  found  in 
section  IV  of  this  Report.) 

In  compliance  with  clause  2(1)(3)(C)  of  rule  XI,  your  Committee 
states  that  the  Congressional  Budget  Office  has  examined  H.R. 
1900,  as  reported  by  the  Committee  and  has  submitted  the  follow- 
ing statements. 

Congressional  Budget  Office, 

U.S.  Congress, 
Washington,  D.C.,  March  4,  1983. 

Hon.  Daniel  Rostenkowski, 

Chairman,  Committee  on  Ways  and  Means,  U.S.  House  of  Repre- 
sentatives, Washington,  D.C. 

Dear  Mr.  Chairman:  Pursuant  to  Section  403  of  the  Congres- 
sional Budget  Act  of  1974,  the  Congressional  Budget  Office  has  pre- 
pared the  attached  cost  estimate  for  H.R.  1900,  the  Social  Security 
Act  Amendments  of  1983,  as  ordered  reported  by  the  House  Com- 
mittee on  Ways  and  Means  on  March  2,  1983. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 
Sincerely, 

Alice  M.  Rivlin,  Director. 


Congressional  Budget  Office — Cost  Estimate 

1.  Bill  number:  H.R.  1900. 

2.  Bill  title:  Social  Security  Act  Amendments  of  1983. 

3.  Bill  status:  As  ordered  reported  by  the  House  Committee  on 
Ways  and  Means  on  March  2,  1983. 

4.  Bill  purpose:  To  amend  the  Social  Security  Act  to  assure  the 
solvency  of  the  Social  Security  trust  funds;  to  accelerate  presently 
scheduled  payroll  tax  increases;  to  tax  50  percent  of  certain  indi- 
viduals' benefits;  to  increase  the  self-employed  tax;  to  delay  the 
payment  of  cost-of-living  adjustments;  to  reform  the  Medicare  reim- 
bursement of  hospitals;  to  extend  the  federal  supplemental  compen- 
sation program;  and  for  other  purposes. 
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5.  Cost  estimate:  The  following  table  shows  the  estimated  costs  of 
this  bill  to  the  federal  government. 


TABLE  l.-ESTIMATED  BUDGET  AUTHORITY,  OUTLAY,  AND  REVENUE  IMPACTS  OE  H.R.  1900  THE 
SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1983  ^ 

[By  fiscal  year,  in  millions  of  dollars] 


1983 

1984 

1985 

1986 

1987 

1988 

Function  550: 

DA 

dA  

  0,400 

i,UUo 

9  "308 

9  707 

L,I\JI 

0,1)43 

0  

  106 

48 

-153 

-326 

-405 

-440 

Function  500: 

BA  

  23,135 

12,384 

14,442 

14,301 

16,514 

30,218 

0  

  646 

-3,181 

-3,534 

-3,741 

-3,969 

-4,442 

Function  700: 

BA  

  0 

-89 

-58 

-58 

-60 

-63 

0  

  -25 

-54 

-58 

-58 

-60 

-63 

Total: 

BA  

  26,573 

13,298 

16,380 

16,551 

19,162 

33,204 

0  

  727 

-3,187 

-3,745 

-4,125 

-4,434 

-4,945 

Total  Revenues  

  0 

5,153 

8,131 

7,960 

9,219 

20,022 

Change  in  unified  budget  deficit  

  727 

-8,340 

-11,876 

-12,085 

-13,653 

-24,967 

1  A  provision  in  H.R.  1900  mandates  a  separate  budget  function  (650)  for  OAS!,  Dl,  HI  and  SMI.  Tfie  distribution  by  function  shown  here  does 
not  include  this  change. 


The  costs  from  this  bill  fall  within  budget  functions  550,  600  and 
700.  The  budget  authority  is  the  net  result  of  higher  interest 
income  on  higher  trust  fund  balances  for  the  Old  Age  Survivors  In- 
surance (OASI),  the  disability  Insurance  (DI)  and  Hospital  Insur- 
ance (HI)  programs,  transfers  to  the  trust  funds  from  the  general 
fund  of  the  U.S.  Treasury,  and  required  additional  budget  authori- 
ty for  the  Supplemental  Security  Income  (SSI),  Supplementary 
Medical  Insurance  (SMI),  Food  Stamps,  Veteran's  Pensions  and 
Medicaid  programs. 

Basis  of  estimate:  This  bill  generally  incorporates  the  January, 
1983  recommendations  of  the  National  Commission  on  Social  Secu- 
rity Reform.  It  also  incorporates  provisions  affecting  the  Medicare, 
Supplemental  Security  Income  and  Unemployment  Insurance  Pro- 
grams. Table  2,  shows  the  costs,  savings  and  revenue  impacts  of 
this  bill  to  the  federal  government. 

One  major  purpose  of  this  bill  is  to  ensure  the  continued  pay- 
ment of  all  Social  Security  benefits.  The  impact  of  some  of  the  pro- 
visions in  the  bill  on  the  financial  status  of  the  Social  Security 
trust  funds  differs  from  their  impact  on  the  federal  budget.  Many 
provisions  transfer  funds  within  the  government,  which  has  no 
impact  on  budget  outlays  or  receipts.  In  addition,  the  savings  to 
and  income  into  the  trust  funds  generate  additional  interest 
income  or  budget  authority.  This  income  also  does  not  affect  the 
unified  budget  deficit.  The  impact  of  the  bill  on  the  trust  funds  is 
therefore  shown  separately  in  Table  3. 
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TABLE  2.— ESTIMATED  OUTLAY  AND  REVENUE  CHANGES  TO  THE  UNIFIED  FEDERAL  BUDGET 
RESULTING  FROM  H.R.  1900,  THE  SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1983 


[By  fiscal  year,  in  millions  of  dollars] 


1983 

1984 

1985 

1986 

1987 

1988 

Outlay  Changes 

Delay  COLA  6  months  (sec.  Ill): 

OASDI  

-1,704 

-3,793 

-4,228 

-4,473 

-4,706 

-5,181 

SSI  

-100 

-130 

-170 

-170 

-175 

-210 

Veterans'  pensions  

-25 

-54 

-58 

-58 

-60 

-63 

Offsets:  food  stamps  

0 

37 

46 

51 

53 

53 

Raise  disabled  widow(er)  benefits  to  71.5  percent  of 

PIA  (sec.  134):  OASDI  

0 

90 

125 

130 

135 

140 

Medicare  premium  delay  (sec.  340): 

SMI  

HI  

Offset  medicaid  

114 

63 

-90 

-201 

-206 

-211 

1 

-9 

(M 
-5 

(M 
7 

(M 
15 

(M 
16 

16 

Increase  SSI  benefits  (sec.  401): 

SSI  

250 

750 

845 

840 

875 

935 

Offsets: 

Food  stamps  

-40 

-165 

-170 

-170 

-175 

-175 

Medicaid  

0 

35 

50 

55 

55 

55 

Extend  FSC  program  for  6  months  (sec.  501): 

Unemployment  Compensation  

2,380 

0 

0 

0 

0 

0 

Offsets  to  food  stamps  and  AFDC  

-155 

0 

0 

0 

0 

0 

Prospective  payment  system  (sec  601) 

0 

0 

0 

(2) 

(2) 

(2) 

State  waiver  change  (sec  603) 

0 

\  / 

(^) 
\  1 

{^\ 
\  1 

\  1 

\  I 

Eliminate  return  on  equity  capital  (sec  601)  HI 

-45 

-120 

-195 

-270 

-300 

Miscellaneous  outlay  impacts: 

OASDI 

13 

25 

15 

48 

21 

_7 

SSI  and  AFDC 

2 

5 

3 

3 

3 

3 

Total  outlay  effect  

727 

-3,187 

-3,745 

-4,125 

-4,434 

-4,945 

Revenue  changes 

FICA  increase  (sec.  123): 

OASDI  

0 

6,361 

2,349 

0 

0 

10,272 

Railroad  retirement  

0 

45 

0 

0 

0 

61 

1984  FICA  tax  credit  

0 

-3,240 

-985 

0 

0 

0 

Other  FICA  tax  offsets  

0 

-795 

-147 

0 

0 

-1,284 

SECA  tax  increase  (sec,  124)  

0 

1,408 

4,304 

4,382 

4,747 

5,179 

SECA  tax  deduction  

0 

-636 

-1,911 

-1,862 

-1,989 

-2,059 

Cover  nonprofit  employees  (sec.  102)  

0 

1,118 

1,697 

1,955 

2,297 

2,853 

Nonprofit  worker's  income  tax  offsets  

0 

-141 

-212 

-244 

-287 

-357 

Cover  new  Federal  workers  (sec.  101)  

0 

71 

197 

327 

468 

650 

Tax  50  percent  of  benefits  (sec.  121): 

OASDI  

0 

780 

2,769 

3,316 

3,885 

4,594 

Railroad  retirement  

0 

20 

64 

74 

85 

98 

Increased  tax  revenues  from  FSC  extension  (sec.  501).. 

0 

155 

0 

0 

0 

0 

Miscellaneous  

0 

7 

6 

12 

13 

15 

Total  revenue  effect  

0 

5,153 

8,131 

7,960 

9,219 

20,022 

Total  impact  on  unified  budget  deficit 

727 

-8,340 

-11,876 

-12,085 

-13,653 

-24,967 

'  Less  than  $0.5  million. 

2  The  budgetary  impact  cannot  be  estimated  because  the  bill  would  allow  the  Secretary  of  Health  and  Human  Services,  as  advised  by  a  panel  of 
experts,  nearly  unlimited  discretion  in  setting  payment  rates  for  inpatient  hospital  services.  Those  rates  could  be  set  such  that  aggregate  Medicare 
outlays  would  increase  or  decrease. 

3  The  cost  of  this  provision  cannot  be  estimated  because  it  depends  on  the  actions  of  state  hospital  rate-setting  commissions  in  Massachusetts 
and  New  York. 

Source:  CBO  estimates  based  on  January,  1983  economic  assumptions. 

A  section  by  section  description  for  the  basis  of  the  estimates  for 
the  provisions  in  this  bill  having  major  cost  impact  is  given  below. 
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Title  I— Provisions  Affecting  the  Financing  of  the  Social 
Security  System 

COVER  new  federal  EMPLOYEES  (SECTION  101) 

This  provision  extends  Social  Security  coverage  to  all  new  per- 
manent federal  civilian  employees  (including  all  new  hires  with  a 
year  or  more  separation  from  the  federal  government)  as  of  Janu- 
ary 1,  1984.  The  proposal  is  expected  to  cover  about  150,000  new 
permanent  federal  entrants  per  year  through  1988.  The  provision 
also  covers  all  elected  officials  and  political  appointees  in  the  judi- 
cial, legislative  and  executive  branches.  The  proposal  raises  $71 
million  in  unified  budget  fiscal  year  1984  and  $1.7  billion  in  rev- 
enues from  fiscal  year  1984  through  1988. 

This  provision  assumes  no  change  in  the  current  Civil  Service 
Retirement  system  for  those  federal  workers  newly  covered  by 
Social  Security.  It  does,  however,  stipulate  the  intent  that  a  supple- 
mentary plan  be  developed  under  the  Civil  Service  system  for  these 
workers.  No  impact  of  any  Civil  Service  change  is  given  in  this  esti- 
mate. 

The  estimate  is  based  on  CBO's  current  economic  and  federal 
employment  assumptions. 

COVER  workers  ON  NON-PROFIT  ORGANIZATIONS  (SECTION  102) 

The  provision  requires  mandatory  coverage  of  all  employees  of 
non-profit  institutions  and  organizations.  Approximately  20  percent 
of  employees  of  non-profit  organizations  and  institutions  are  not 
currently  covered  by  Social  Security.  Covering  the  last  20  percent 
of  non-profit  employees  raises  $1  billion  in  fiscal  year  1984  and  $8.7 
billion  in  fiscal  years  1984  through  1988. 

The  provision  also  provides  that  non-profit  employees  aged  55 
and  over  would  be  deemed  fully  insured  for  coverage  after  working 
a  smaller  number  of  quarters  in  covered  employment  than  would 
otherwise  be  needed.  This  clause  applies  to  those  turning  age  62 
(the  first  year  of  retirement  eligibility)  no  sooner  than  January  1, 
1986.  Since  those  covered  workers  in  this  group  would  have  to  have 
previous  employment  in  order  to  receive  a  significant  benefit,  it  is 
not  expected  that  this  clause  would  have  a  cost  impact  in  the  1983 
to  1988  period. 

The  extension  of  mandatory  coverage  to  all  non-profit  employees 
results  in  an  income  tax  offset  against  the  increase  in  OASDHI 
revenues.  The  offset  equals  25  percent  of  the  employer  contribution 
and  reduces  income  tax  revenues.  Income  tax  revenues  are  estimat- 
ed to  fall  because  it  is  assumed  that  non-profit  employers  pass  the 
entire  payroll  tax  increase  onto  their  employees  in  the  form  of 
lower  wages  and  salaries. 

The  estimate  was  based  on  CBO's  economic  assumptions  using 
the  Social  Security  Administration's  short-term  revenue  forecast- 
ing model. 
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TABLE  3.  ESTIMATED  CHANGES  IN  OASI,  Dl  AND  HI  TRUST  EUND  OUTU\YS  AND  INCOME  RESULTING 
FROM  H.R.  1900,  THE  SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1983  ' 


[By  fiscal  years,  in  millions  of  dollars] 


1983 

1984 

1985 

1986 

1987 

1988 

Trust  fund  outlay  changes: 

6-month  COLA  delay: 

—  1,313 

—  o,ouo 

A  [\AQ 

A  979 

4  71 9 

—  4,/  It 

ni 

Ul  

1  8c; 
—  loD 

— jyy 

— 

—  404 

—  4b9 

Revised  disabled  widow  (er)  t)enefits  to  71.5  percent  of 

DIA  riAQI 

on 

iZD 

1  Qn 

ioD 

1  yin 
14U 

Miscellaneous  provisions: 

OASI  

12 

21 

11 

44 

17 

—  11 

Dl  

1 

4 

4 

4 

4 

4 

HI  

0 

-45 

-120 

-195 

-270 

-300 

Total  outlay  changes: 

OASI  

—  1,507 

—  3,282 

—  3,669 

—3,875 

—  4,120 

-4,583 

Dl  

—  184 

—  395 

—  419 

—420 

-430 

-465 

HI  

0 

—  45 

—  120 

—  195 

—  270 

—  300 

Total   

-1,691 

-3,723 

-4,208 

-4,490 

-4,820 

-5,348 

Trust  fund  income  changes: 

Tax  50  percent  of  benefits  OASI  ^  

0 

780 

2,769 

3,316 

3,885 

4,594 

PICA  tax  speedup: 

OASI  

0 

5,476 

1,974 

0 

0 

8,631 

Dl  

0 

966 

403 

0 

0 

1,764 

SECA  tax  increase: 

OASI  

0 

856 

2,525 

2,447 

2,608 

2,912 

Dl  

0 

175 

517 

501 

534 

597 

HI  

0 

377 

1,262 

1,434 

1,605 

1,670 

Cover  newly  hired  Federal  workers: 

OASI  

0 

120 

333 

556 

795 

1,103 

Dl  

0 

20 

60 

98 

140 

196 

Cover  nonprofit  organizations: 

OASI  

0 

712 

1,083 

1,226 

1,427 

1,763 

Dl  

0 

189 

288 

332 

390 

485 

HI  

0 

216 

326 

397 

480 

605 

Milit^ru  tr^ncfor  rro/litc* 
tTlllrldiy  ildllolcl  LICUIlo. 

nAQI 

—  ooU 

—  00  J 

91  n 

—  LIV 

99n 

9in 

ni 

—  dU 

— du 

—  00 

—  OO 

—  OD 

HI  

3,290 

-70 

-70 

-60 

-60 

-60 

Uncashed  checks: 

OASI  

0 

1,180 

43 

43 

43 

43 

Dl  

0 

220 

7 

7 

7 

7 

Miscellaneous  OASDHI  

-1 

7 

6 

12 

13 

14 

Total  income  changes: 

OASDI  

20,500 

8,914 

9,563 

8,293 

9,587 

21,864 

HI 

3,289 

523 

1,518 

1,771 

2,025 

2,215 

Tntal  9^  7ftQ 

11  nsi 

in  nfiA 

1 1  fi19 

1 1,01^ 

94  n7Q 

Total  outlay  and  income  infusions  to  trust  funds: 

OASDI  

22,191 

12,592 

13,651 

12,588 

14,137 

26,912 

OASDHI  

25,479 

13,160 

15,289 

14,554 

16,432 

29,427 

Estimated  interest  income: 

OASDI  

298 

2,928 

4,325 

5,454 

6,346 

7,687 

OASDHI  

342 

3,315 

4,836 

6,122 

7,164 

8,661 

Total  annual  increase  In  trust  funds: 

OASDI  

22,489 

15,520 

17,976 

18,042 

20,483 

34,599 

OASDHI  

25,821 

16,475 

20,125 

20,676 

23,596 

38,088 

>  Assumes  no  reallocation  between  OASI  and  Dl  trust  funds. 

2  Assumes  all  revenues  allocated  to  OASI  trust  fund. 

Source:  C60  estimates  based  on  January  1983  economic  assumptions. 
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TERMINATION  OF  STATE  AND  LOCAL  COVERAGE  (SECTION  103) 

Currently,  state  and  local  governments  can  terminate  Social  Se- 
curity coverage  upon  giving  two  years  notice  of  their  intention  to 
withdraw,  and  then  doing  so.  This  provision  would  prohibit  any 
such  withdrawals,  effective  with  the  bill's  enactment. 

CBO's  current  law  revenue  estimates  do  not  assume  reductions 
in  trust  fund  income  that  could  result  from  withdrawals  of  certain 
state  and  local  governments.  Thus,  there  would  be  no  revenue  gain 
to  the  CBO  baseline  estimates  from  prohbiting  such  withdrawals. 

DELAY  PAYMENT  OF  ANNUAL  COST-OF-LIVING  ADJUSTMENT  FROM  JULY 
TO  JANUARY  OF  EACH  YEAR  (SECTION  111) 

This  section  delays  the  payment  of  future  cost-of-living  adjust- 
ments (COLA's)  for  Social  Security  for  six-months,  from  July  to 
January  of  each  year.  In  addition,  the  provision  changes  the  base 
period  from  which  the  COLA  is  calculated. 

The  COLA  is  measured  by  the  growth  in  the  Consumer  Price 
Index  (CPI)  from  the  first  calendar  quarter  of  the  previous  year  to 
the  first  quarter  of  the  current  year.  Whenever  the  increase  is 
greater  than  three  percent,  an  adjustment  to  the  benefits  paid  each 
July  is  made.  The  July,  1983  COLA  will  be  paid  in  January,  1984 
under  this  provision,  and  will  be  based  on  the  current  law  indexing 
period.  Subsequent  adjustments  will  be  based  on  the  CPI  growth 
from  the  third  quarter  of  one  year  to  the  next.  The  table  below 
shows  the  CBO  COLA  assumptions  under  current  law  and  under 
this  provision. 

Assumed  Percentage  Increase  in  Social  Security  Benefits  Under 
Current  Law  Under  H.R.  1900: 


1983 

1984 

1985 

1986 

1987 

1988 

Current  Law  (July)  

  4.1 

4.6 

4.5 

4.2 

4.0 

3.8 

Proposed  (January)  

  0.0 

4.1 

4.6 

4.4 

4.1 

3.8 

This  bill  also  guarantees  that  a  January,  1984  COLA  will  be 
given,  even  if  the  rate  of  inflation  is  so  low  that  the  adjustment  is 
less  than  three  percent. 

Since  CBO's  current  economic  assumptions  have  this  COLA  ad- 
justment at  4.1  percent  in  1984,  this  clause  has  no  cost  effect.  The 
change  in  the  COLA  base  and  date  of  payment  is  expected  to  save 
$24  billion  in  Social  Security  benefits  over  the  period,  and  an  addi- 
tional $1  billion  in  SSI  and  other  benefits  directly  linked  to  this 
COLA.  In  addition,  conforming  changes  in  the  food  stamp  program 
would  cost  an  additional  $240  million  over  the  period. 

TAXATION  OF  50  PERCENT  OF  SOCIAL  SECURITY  AND  RAILROAD  RETIRE- 
MENT BENEFITS  FOR  INDIVIDUALS  WITH  INCOMES  ABOVE  $25,000  AND 
MARRIED  COUPLES  ABOVE  $32,000  (SECTION  121) 

This  provision  includes  in  taxpayers'  adjusted  gross  income  (AGI) 
half  of  Old  Age,  Survivors  and  Disability  Insurance  (OASDI)  bene- 
fits when  those  benefits  plus  AGI  exceeds  a  threshold  amount.  The 
threshold  is  $25,000  for  single  returns,  $32,000  for  joint  returns, 
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and  zero  for  married  couples  filing  separately.  The  amount  of  bene- 
fits included  in  AGI  would  be  the  lesser  of  either  50  percent  of 
benefits  or  the  one-half  of  the  balance  of  the  taxpayers'  summed 
income  over  the  threshold. 

The  provision  raises  $800  million  in  fiscal  year  1984  and  $15.3 
billion  from  fiscal  year  1984  through  1988.  The  revenue  effects  are 
derived  from  the  Joint  Committee  on  Taxation  estimates  based  on 
the  Social  Security  Trustees'  II-B  assumptions,  with  benefit 
amounts  lowered  to  take  account  of  the  CBO's  lower  inflation  (and 
therefore  cost-of-living  adjustment)  projections. 

INCREASE  SOCIAL  SECURITY  PAYROLL  TAX  (FICA)  AND  1984  TAX  CREDIT 

(SECTION  123) 

The  provision  accelerates  the  OASDI  payroll  tax  (FICA)  increases 
for  employees  and  employers.  The  payroll  tax  increases  to  5.7  per- 
cent from  5.4  percent  on  January  1,  1984  instead  of  January  1, 
1985.  Another  tax  rate  speedup  increases  the  rate  to  6.06  percent 
from  5.7  percent  on  January  1,  1988  and  January  1,  1989.  This  in- 
crease was  scheduled  to  take  effect  in  1990.  The  proposal  also  in- 
cludes a  payroll  tax  credit  of  0.3  percent  of  employee  FICA  contri- 
bution for  1984. 

The  FICA  tax  acceleration  results  in  an  income  tax  offset  equal 
to  25  percent  of  the  employer  payroll  tax  contribution.  The  offset 
lowers  income  tax  receipts  because  employers  are  asssumed  to  pass 
back  onto  employees  the  full  payroll  tax  increase  in  the  form  of 
lower  wages  and  salaries. 

The  provision  is  estimated  to  raise  OASDI  unified  budget  rev- 
enues $6.4  billion  in  fiscal  year  1984  and  $19.0  billion  from  fiscal 
year  1984  through  fiscal  year  1988.  The  income  tax  offset  equals 
$2.2  billion  from  fiscal  years  1984  through  1988.  The  revenue  loss 
due  to  the  payroll  tax  credit  results  in  a  $4.2  billion  loss  by  fiscal 
year  1985. 

The  estimates  are  based  upon  CBO's  latest  economic  assumptions 
using  the  Social  Security  Administration's  short-term  revenue  fore- 
casting model. 

INCREASE  SELF-EMPLOYED  TAX  RATE  (SECTION  124) 

The  provision  raises  the  self-employed  payroll  tax  rate  (SECA)  to 
a  level  equal  to  the  combined  employer-employee  conbtibution  rate 
(including  the  FICA  tax  acceleration).  In  1984  the  SECA  OASDI 
rate  increases  3.35  percent  and  the  HI  rate  increases  1.3  percent 
for  a  SECA  rate  of  14  percent.  Further,  the  provision  includes  an 
income  tax  credit  equal  to  2.1  percent  to  total  SECA  contributions 
in  1984  and  1.8  percent  in  1985  and  thereafter. 

The  proposal  raises  $1,408  million  in  SECA  revenues  in  fiscal 
year  1984  and  $20  billion  from  fiscal  years  1984  through  1988.  The 
income  tax  loss  due  to  the  self-employed  income  tax  credit  equals 
$636  million  in  fiscal  year  1984  and  $8.5  billion  from  fiscal  year 
1984  through  fiscal  year  1988. 
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REALLOCATION  OF  OASI  AND  DI  TAX  RATES  (SECTION  125) 

This  provision  has  no  net  cost  to  the  federal  government.  It  rea- 
ligns the  payroll  tax  portions  allocated  to  the  OASI  and  DI  trust 
funds  so  as  to  keep  the  two  funds'  balances  at  approximately  the 
same  percentage  of  outlays  at  the  start  of  each  year. 

BENEFITS  TO  CERTAIN  W^IDOV^S,  DIVORCED  AND  DISABLED  WOMEN 
(SECTIONS  131,  132,  133,  134) 

These  provisions  would:  (1)  allow  the  continuation  of  benefits  to 
surviving,  divorced  or  disabled  spouses  who  remarry;  (2)  change  the 
indexing  procedure  for  benefits  for  those  receiving  deferred  survi- 
vors benefits;  (3)  allow  divorced  spouses  to  draw  benefits  regardless 
of  whether  the  former  spoyse  is  receiving  benefits;  and  (4)  increase 
benefits  for  disabled  widows  and  widowers. 

Together,  these  provisions  would  cost  less  than  $200  million  per 
year  once  fully  effective  in  fiscal  year  1985.  The  largest  cost  in  this 
group  of  provisions  would  allow  disabled  widows  or  widowers  ages 
50  to  59  to  receive  benefits  at  an  amount  equal  to  which  non-dis- 
abled widows  or  widowers  over  age  59  currently  receive.  This  provi- 
sion is  estimated  to  cost  $90  million  in  fiscal  year  1984,  $125  mil- 
lion in  1985  and  an  estimated  $600  million  over  the  five  year 
period.  Based  on  Social  Security  Administration  data,  approximate- 
ly 200,000  recipients  would  receive  $50  or  20  percent  in  added  bene- 
fits per  month  under  this  provision. 

REIMBURSEMENT  TO  OASDHI  TRUST  FUNDS  FOR  MILITARY  WAGE  CREDITS 
AND  UNEARNED  OASDI  CHECKS  (SECTIONS  151  AND  152) 

These  provisions  will  credit  the  three  Social  Security  trust  funds 
with  $23.8  billion  as  part  of  a  transfer  in  1983  from  the  general 
fund  of  the  Treasury.  A  total  of  $22.4  billion  of  this  transfer  repre- 
sents the  present  value  of  estimated  benefits  arising  from  Social 
Security  credits  granted  to  military  personnel  for  service  prior  to 
1957,  and  the  amount  of  taxes  on  these  credits  between  1956  and 
1983.  the  remaining  transfer  is  for  the  estimated  amounts  of  un- 
cashed  Social  Security  checks  for  past  years,  including  an  estimat- 
ed $600  million  in  interest  payments  for  these  outstanding  checks. 
Checks  uncashed  for  longer  than  six  months  will  also  be  credited 
back  to  the  trust  funds  in  future  years. 

These  estimates  were  provided  by  the  Social  Security  Adminis- 
tration. Although  they  add  large  amounts  to  the  trust  funds,  the 
provisions  do  not  have  any  cost  impact  to  the  federal  government 
as  a  whole.  There  are  offsetting  interfund  transfers  within  the  fed- 
eral unified  budget. 

Title  II — Long-Term  Financing  (Sections  201  and  202) 

This  section  of  the  bill  reduces  initial  benefit  levels  beginning  in 
the  year  2000  and  raises  the  tax  rates  beginning  in  2015.  There  are 
no  effects  resulting  from  these  provisions  in  the  1983  to  1988 
period. 
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Title  III — Miscellaneous  and  Technical  Provisions  (Sections 

301-339) 

The  provisions  in  this  section  of  the  bill  are  mostly  technical  in 
nature,  relating  to  changes  to  eliminate  certain  gender  based  dis- 
tinctions in  the  law  to  reflect  recent  court  decisions,  or  to  adjust 
certain  accounting  mechanisms.  Most  have  negligible  revenue  or 
outlays  impacts. 

Among  the  accounting  provisions  is  one  to  alter  trust  fund  in- 
vestment procedures  (Section  303).  A  new  short-term  interest  rate 
was  defined,  and  the  trust  funds  are  to  receive  returns  on  invest- 
ments equalling  the  higher  of  the  short-term  or  long-term  rates. 
CBO  is  not  currently  projecting  short-term  rates  to  exceed  long- 
term  rates  over  the  five-year  period,  and  thus,  there  is  no  estimat- 
ed trust  fund  impact  from  this  provision.  Since  interest  payments 
are  an  intergovernmental  transfer,  there  would  not  be  cost  implica- 
tions to  the  budget  from  this  provision. 

A  provision  (Section  335)  to  allow  an  aged  widow  or  widower  to 
receive  a  reduced  benefit  for  the  month  in  which  a  spouse  died  (in- 
stead of  receiving  the  first  benefit  in  the  month  after  the  spouse 
died)  is  estimated  by  the  Social  Security  Administration  to  cost  $15 
million  per  year.  This  provision  only  affects  those  widows  who 
would  receive  an  actuarily  reduced  benefit  as  the  result  of  taking 
such  a  payment. 

Also  in  this  section  of  the  bill  is  a  provision  (Section  338)  to 
reduce  the  amoung  of  public  pensions  used  for  purposes  of  the 
offset  against  Social  Security  benefits  from  100  percent  to  33  per- 
cent for  those  becoming  eligible  for  public  pensions  after  June, 
1983.  The  provision  will  cost  an  estimated  $100  million  over  the 
period. 

Title  IV — Supplemental  Security  Income  Provisions 

This  title  of  the  bill  raises  SSI  benefits  and  makes  other  minor 
changes  in  SSI  and  AFDC.  Together  these  changes  are  estimated  to 
add  $728  million  to  federal  outlays  in  fiscal  year  1985. 

Beginning  July  1,  1983,  SSI  benefits  would  be  increased  by  $20  a 
month  for  individuals  living  in  their  own  household  and  by  $30  a 
month  for  couples.  These  increased  benefits  would  more  than  offset 
the  effect  on  SSI  receipients  of  the  COLA  delay.  The  largest  part  of 
the  added  cost  comes  from  the  benefit  increase  for  current  SSI 
beneficiaries.  In  addition,  CBO  estimates  that  about  125,000  per- 
sons would  become  new  beneficiaries  of  SSI.  Most  would  be  newly 
eligible  for  SSI  as  a  result  of  the  increased  income  limits.  For  these 
persons,  CBO  has  assumed  a  participation  rate  of  25  percent  (that 
is,  of  all  the  newly  eligible,  25  percent  would  actually  participate  in 
SSI).  Some  of  the  other  new  beneficiaries  would  be  persons  previ- 
ously eligible  who  would  now  choose  to  participate  as  a  result  of 
the  increased  benefit  levels.  There  are  also  an  estimated  65,000  per- 
sons who  were  receiving  SSI  state  supplements  only  who  would 
now  become  eligible  for  a  small  federal  SSI  payment. 

Partially  offsetting  the  costs  in  SSI  from  these  benefit  increases 
is  a  savings  in  the  food  stamp  program  as  incomes  of  SSI  benefici- 
aries rise.  There  are  also  added  costs  in  Medicaid  for  those  new  SSI 
beneficiaries  who  also  become  newly  eligible  for  Medicaid. 
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Title  IV  would  also  enable  temporary  residents  of  emergency 
public  shelters  to  receive  SSI  for  three  months  in  any  twelve- 
month period.  This  provision  is  estimated  to  cost  $1  million  in 
fiscal  year  1983  and  $3  million  a  year  thereafter.  In  addition,  Title 
IV  would  disregard  in  the  determination  of  benefits  any  in-kind  as- 
sistance based  on  need  received  by  SSI  and  AFDC  beneficiaries. 
This  provision,  which  is  effective  only  through  September  30,  1984, 
is  estimated  to  cost  less  than  $500,000  a  year  in  SSI  and  $1  million 
in  1983  and  $2  million  in  1984  in  AFDC. 

Title  V — Unemployment  Compensation  Provisions 

This  section  of  the  bill  would  extend  for  six  months  the  federal 
supplemental  compensation  program  (FSC)  now  scheduled  to  termi- 
nate March  31,  1983.  It  would  provide  up  to  14  weeks  of  additional 
unemployment  compensation  benefits  for  individuals  exhausting 
extended  unemployment  benefits  after  March  31,  the  maximum 
number  of  weeks  provided  varying  with  a  state's  insured  unem- 
ployment rate  (lUR).  In  addition,  it  would  provide  those  persons 
who  have  exhausted  their  FSC  entitlement  before  March  31  with 
up  to  10  additional  weeks  of  benefits,  the  maximum  number  of 
weeks  again  varying  with  a  state's  lUR. 

The  estimate  of  the  fiscal  impact  of  this  section  of  the  bill  is 
based  upon  estimates  of  the  states'  lURs  and  weeks  compensated, 
and  the  determination  of  whether  a  state  will  be  paying  extended 
benefits  which  underlies  the  CBO  baseline.  It  is  assumed  that  the 
national  seasonally  adjusted  lUR  will  be  4.4  percent  for  both  quar- 
ters of  the  extension.  Furthermore,  it  is  assumed  that  45  percent  of 
those  claimants  in  the  current  law  FSC  program  would  exhaust 
and  collect  added  weeks  of  benefits  during  the  extension.  This 
point  estimate  is  based  upon  the  experience  of  exhaustees  of  the 
federal  supplemental  benefits  program  of  1975  to  1978. 

CBO  estimates  that  any  FSC  extension  results  in  a  reduction  in 
AFDC  and  Food  Stamp  outlays  as  individuals  who  exhaust  unem- 
ployment benefits  and  would  otherwise  draw  benefits  from  these 
means-tested  programs  continue  to  draw  jobless  payments.  It  is  es- 
timated that  the  extension  through  September  1983  will  cause 
AFDC  and  food  stamp  expenditures  to  drop  by  $155  million.  In  ad- 
dition, CBO  estimates  that  the  six-month  FSC  extension  will  cause 
income  tax  revenues  to  increase  in  fiscal  year  1984  by  $155  million. 

Title  VI— Medicare  Hospital  Insurance  Provisions 

SECTION  340:  CONFORMING  CHANGES  IN  MEDICARE  PREMIUMS 

The  bill  would  postpone  from  July  1  to  January  1  of  the  follow- 
ing year  increases  in  Medicare  premiums.  Current  premium 
amounts  would  apply  during  the  interim.  Future  premiums  (and 
the  general  revenue  contribution  to  SMI)  would  be  calculated  on 
the  basis  of  estimated  incurred  costs  for  the  calendar  year  during 
which  the  premium  would  apply.  Consonant  with  the  changes 
made  by  TEFRA  a  year  ago,  SMI  premiums  would  be  set  at  25  per- 
cent of  cost  per  aged  enroUee  in  calendar  year  1984  and  1985,  but 
would  be  limited  in  subsequent  years  by  the  cost-of-living  increase 
in  social  security  benfits  in  the  previous  January. 
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The  estimated  costs  of  this  provision  are  the  difference  between 
projections  of  income  from  premiums  under  current  law  and  under 
the  amendment.  Premium  income  under  the  amendment  is  the 
product  of  monthly  enrollment  projections  and  monthly  premium 
amounts  computed  on  the  basis  of  projected  incurred  costs  by  cal- 
endar year. 

General. — The  bill  would  provide  for  reimbursing  most  hospitals 
for  inpatient  services  provided  to  Medicare  enroUees  on  the  basis  of 
payment  amounts,  varying  by  diagnosis,  fixed  in  advance  of  the 
period  in  which  they  would  apply.  The  provision  would  be  effective 
with  hospital  cost-reporting  periods  beginning  on  or  after  October  1, 
1983.  With  the  exceptions  discussed  below,  for  the  first  two  cost-re- 
porting periods  affected,  the  payment  rates  would  be  set  to  assure 
that  total  Medicare  payments  for  inpatient  hospital  services  in  af- 
fected hospitals  would  be  neither  greater  nor  less  than  under  cur- 
rent law.  If  implemented  faithfully,  the  provision  would  have  no 
budgetary  impact  in  fiscal  years  1984  and  1985.  In  subsequent 
fiscal  years,  however,  the  Secretary  of  Health  and  Human  Services, 
advised  by  a  panel  of  experts,  would  have  nearly  unlimited  discre- 
tion in  setting  payment  rates.  Given  that  discretion,  CBO  in  unable 
to  determine  whether  the  prospective  payment  provision  would 
result  in  federal  costs  or  savings  after  fiscal  year  1985. 

This  estimate  is  based  on  assurances  from  Committee  staff  that 
report  language  will  indicate  the  Committee's  intention  to  include 
all  adjustments  under  subsection  (d)(5)  of  section  1886  as  amended 
by  the  bill  within  the  scope  of  the  budget  neutrality  adjustments 
required  under  subsection  (e)(1).  Committee  staff  has  assured  CBO 
that  the  ommission  from  the  language  of  the  reported  bill  is  a  tech- 
nical error  to  be  corrected  at  a  later  date. 

Change  in  State  Waiver  Requirement. — The  bill  would  eliminate 
the  requirement  that  the  rate  of  increase  in  Medicare  hospital 
costs  in  states  currently  reimbursing  hospitals  under  demonstra- 
tion agreements  entered  into  after  August  1982  be  less  than  the  na- 
tional rate  of  increase  in  those  costs.  The  provision  would  affect 
only  Massachusetts  and  New  York,  both  of  which  operate  hospital 
rate-setting  programs  that  have  for  several  years  held  their  hospi- 
tal cost  increases  well  below  the  national  average.  If  those  states 
were  to  continue  to  be  as  successful  as  they  have  been,  the  provi- 
sion would  have  no  budgetary  impact.  On  the  other  hand,  the  pro- 
vision would  allow  larger  cost  increases  than  current  law.  If  Medi- 
care hospital  costs  were  to  rise  one  percentage  point  faster  under 
the  provision,  federal  spending  would  increase  by  about  $50  million 
in  1984. 

6.  Estimated  cost  to  State  and  local  Governments. — A  number  of 
the  provisions  of  this  bill  would  affect  budgets  of  state  and  local 
governments.  Their  estimated  net  impact  on  categories  of  state  and 
local  expenditures  is  shown  in  the  table  below. 

TABLE  4.  ESTIMATED  COST  TO  STATE  AND  LOCAL  GOVERNMENTS 


1983       1984       1985       1986       1987  1988 


Payroll  costs  

SSI  State  supplements 
Medicaid  


  291       159    446 

35  120  130  125  125  130 
-8        26        49        50        60  60 
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TABLE  4.  ESTIMATED  COST  TO  STATE  AND  LOCAL  GOVERNMENTS— Continued 


1983 

1984 

1985 

1986 

1987 

1988 

AFCD  

  -29 

1 

General  assistance  

  -13  ., 

Total  

  -15 

438 

338 

185 

185 

636 

Basis  of  estimate. — The  acceleration  of  FICA  rate  increases 
would  add  to  state  and  local  government  payroll  costs.  Currently, 
about  70  percent  of  total  state  and  local  government  employment  is 
covered  by  Social  Security.  State  and  local  governments  would 
have  added  payroll  tax  contributions  of  $291  million  in  fiscal  year 
1984  and  $896  million  over  the  entire  1984-88  period.  The  CBO  esti- 
mate does  not  include  a  future  cost  to  states  who  would  no  longer 
be  able  to  withdraw  from  the  Social  Security  system  under  this 
legislation. 

The  changes  in  SSI  would  increase  state  and  local  government 
costs.  Virtually  all  states  supplement  federal  SSI  benefits.  The  $20 
benefit  increase  would  raise  state  costs  unless  states  were  to  lower 
their  state  supplement  benefit  levels.  Typically,  lowering  of  benefit 
levels  requires  action  by  state  legislatures.  The  CBO  cost  estimate 
assumes  that  current  state  supplement  levels  remain  in  effect.  Con- 
sequently, it  represents  a  maximum  cost  to  state  and  local  govern- 
ments. 

The  CBO  cost  esimate  for  the  $20  benefit  increase  incorporates 
added  costs  to  states  and  localities  for  current  state  supplement 
only  beneficiaries,  for  new  state  supplement  beneficiaries  as  a 
result  of  the  new  federal  beneficiaries  (about  one-third  of  federal 
SSI  beneficiaries  receive  state  supplements),  and  for  new  state  sup- 
plement only  beneficiaries  who  are  newly  eligible.  Costs  of  this  pro- 
vision are  estimated  to  total  $130  million  in  fiscal  year  1985. 

In  addition  to  the  effect  of  the  $20  benefit  increase,  SSI  state  sup- 
plement costs  would  be  increased  by  the  COLA  delays  in  SSI  and 
OASDI.  When  COLAs  are  made,  state  supplement  costs  decline 
slightly  because  for  state  supplement  only  beneficiaries  OASDI  in- 
creases are  larger  than  SSI  increases.  The  costs  of  the  COLA  delays 
are  estimated  to  total  about  $6  million  a  year. 

The  CBO  cost  estimate  does  not  include  any  cost  effect  of  the 
more  stringent  ''pass-through"  requirements  of  section  402.  Cur- 
rent law  requires  states  to  pass  through  to  SSI  beneficiaries  federal 
benefit  increases  unless  state  payment  levels  are  above  their  De- 
cember 1976  levels  or  unless  aggregate  state  SSI  supplement  ex- 
penditures in  the  12  months  following  a  federal  payment  level  in- 
crease exceed  aggregate  state  expenditures  in  the  12  months  prior 
to  the  federal  change.  This  provision  would  require  states  to  pass 
through  the  dollar  amount  of  the  COLA  that  would  have  occurred 
in  July  1983  under  current  law  and  also  all  future  federal  benefit 
increases,  even  if  state  payment  levels  are  above  the  December 
1976  levels.  Hence,  the  provision  would  limit  the  flexibility  of 
states  to  reduce  supplement  levels  when  federal  SSI  benefits  in- 
crease. A  state  could,  however,  continue  to  comply  with  federal 


180 


pass-through  law  by  meeting  the  expenditure  requirement  if  it  fails 
to  pass  through  federal  increases. 

Expenditures  of  state  and  local  governments  would  also  rise  be- 
cause of  higher  Medicaid  costs  occasioned  by  the  SSI  benefit  in- 
crease and  the  Medicare  premium  delay  discussed  earlier.  The 
state  and  local  government  financing  share  of  Medicaid  averages 
about  46  percent. 

The  increased  federal  supplemental  compensation  benefit  for  the 
unemployed  would  lower  state  and  local  government  expenditures 
in  two  ways.  First,  AFDC  outlays  would  decline  in  fiscal  year  1983. 
The  state  share  of  such  outlays  averages  46  percent.  Second,  out- 
lays for  state  and  local  general  assistance  (GA)  programs  would 
also  decline.  GA  programs  are  fully  funded  by  state  and  local  gov- 
ernments and  are  means-tested,  typically  serving  those  ineligible 
for  AFDC  and  SSI.  There  are  no  reliable  statistics  on  which  to  base 
an  estimate  of  savings  in  GA.  However,  a  rough  estimate  of  the  es- 
timated effect  in  Michigan  provided  by  Michigan  analysts  was  used 
to  estimate  national  effects.  Michigan  accounts  for  about  15  per- 
cent of  GA  expenditures. 

7.  Estimate  comparison:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  Stephen  Chaikind,  Malcolm  Curtis, 
Richard  Hendrix,  John  Navratil,  Janice  Peskin,  Roger  Hitchner, 
Kathleen  Shepherd,  James  Nason. 

10.  Estimate  approved  by:  James  L.  Blum,  Assistant  Director  for 
Budget  Analysis. 


VI.  CHANGES  IN  EXISTING  LAW  MADE  BY  THE  BILL,  AS 

REPORTED 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the 
House  of  Representatives,  changes  in  existing  law  made  by  the  bill, 
as  reported,  are  shown  as  follows  (existing  law  proposed  to  be  omit- 
ted is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic, 
existing  law  in  which  no  change  is  proposed  is  shown  in  roman): 

Social  Security  Act 
♦  ♦***♦* 

TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE  BENEFITS 

FEDERAL  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND  AND 
FEDERAL  DISABIUTY  INSURANCE  TRUST  FUND 

Section  201.  (a)  There  is  hereby  created  on  the  books  of  the 
Treasury  of  the  United  States  a  trust  fund  to  be  known  as  the 
"Federal  Old- Age  and  Survivors  Insurance  Trust  Fund".  The  Fed- 
eral Old-Age  and  Survivors  Insurance  Trust  Fund  shall  consist  of 
the  securities  held  by  the  Secretary  of  the  Treasury  for  the  Old- 
Age  Reserve  Account  and  the  amount  standing  to  the  credit  of  the 
Old-Age  Reserve  Account  on  the  books  of  the  Treasury  on  January 
1,  1940,  which  securities  and  amount  the  Secretary  of  the  Treasury 
is  authorized  and  directed  to  transfer  to  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund,  and,  in  addition,  such  gifts  and 
bequests  as  may  be  made  as  provided  in  subsection  (i)(l),  and  such 
amounts  as  may  be  appropriated  to,  or  deposited  in,  the  Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund  as  hereinafter  pro- 
vided. There  is  hereby  appropriated  to  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  for  the  fiscal  year  ending  June  30, 
1941,  and  for  each  fiscal  year  thereafter,  out  of  any  moneys  in  the 
Treasury  not  otherwise  appropriated,  amounts  equivalent  to  100 
per  centum  of— 

(1)  the  taxes  (including  interest,  penalties,  and  additions  to 
the  taxes)  received  under  subchapter  A  of  chapter  9  of  the  In- 
ternal Revenue  Code  of  1939  (and  covered  into  the  Treasury) 
which  are  deposited  into  the  Treasury  by  collectors  of  internal 
revenue  before  January  1,  1951;  and 

(2)  the  taxes  certified  each  month  by  the  Commissioner  of  In- 
ternal Revenue  as  taxes  received  under  subchapter  A  of  chap- 
ter 9  of  such  Code  which  are  deposited  into  the  Treasury  by 
collectors  of  internal  revenue  after  December  31,  1950,  and 
before  January  1,  1953,  with  respect  to  assessments  of  such 
taxes  made  before  January  1,  1951;  and 

(181) 
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(3)  the  taxes  imposed  by  subchapter  A  of  chapter  9  of  such 
Code  with  respect  to  wages  (as  defined  in  section  1426  of  such 
Code),  and  by  chapter  21  (other  than  sections  3101(b)  and 
3111(b))  of  the  Internal  Revenue  Code  of  1954  with  respect  to 
wages  (as  defined  in  section  3121  of  such  Code)  reported  to  the 
Commissioner  of  Internal  Revenue  pursuant  to  section  1420(c) 
of  the  Internal  Revenue  Code  of  1939  after  December  31,  1950, 
or  to  the  Secretary  of  the  Treasury  or  his  delegates  pursuant 
to  subtitle  F  of  the  Internal  Revenue  Code  of  1954  after  Decem- 
ber 31,  1954,  as  determined  by  the  Secretary  of  the  Treasury 
by  applying  the  applicable  rates  of  tax  under  such  subchapter 
or  chapter  21  (other  than  sections  3101(b)  and  3111(b))  to  such 
wages,  which  wages  shall  be  certified  by  the  Secretary  of 
Health,  Education,  and  Welfare  on  the  basis  of  the  records  of 
wages  established  and  maintained  by  such  Secretary  in  accord- 
ance with  such  reports,  less  the  amounts  specified  in  clause  (1) 
of  subsection  (b)  of  this  section;  and 

(4)  the  taxes  imposed  by  subchapter  E  of  chapter  1  of  the  In- 
ternal Revenue  Code  of  1939,  with  respect  to  self-employment 
income  (as  defined  in  section  481  of  such  Code),  and  by  chapter 
2  (other  than  section  1401(b))  of  the  Internal  Revenue  Code  of 
1954  with  respect  to  self-employment  income  (as  defined  in  sec- 
tion 1402  of  such  Code)  reported  to  the  Commissioner  of  Inter- 
nal Revenue  on  tax  returns  under  such  subchapter  or  to  the 
Secretary  of  the  Treasury  or  his  delegate  on  tax  returns  under 
subtitle  F  of  such  Code,  as  determined  by  the  Secretary  of  the 
Treasury  by  applying  the  applicable  rate  of  tax  under  such 
subchapter  or  chapter  (other  than  section  1401(b))  to  such  self- 
employment  income,  which  self-employment  income  shall  be 
certified  by  the  Secretary  of  Health,  Education,  and  Welfare 
on  the  basis  of  the  records  of  self-employment  income  estab- 
lished and  maintained  by  the  Secretary  of  Health,  Education, 
and  Welfare  in  accordance  with  such  returns,  less  the  amounts 
specified  in  clause  (2)  of  subsection  (b)  of  this  section. 

The  amounts  appropriated  by  clauses  (3)  and  (4)  shall  be  trans- 
ferred [from  time  to  time]  monthly  on  the  first  day  of  each  calen- 
dar month  from  the  general  fund  in  the  Treasury  to  the  Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund,  and  the  amounts  ap- 
propriated by  clauses  (1)  and  (2)  of  subsection  (b)  shall  be  trans- 
ferred [from  time  to  time]  monthly  on  the  first  day  of  each  calen- 
dar month  from  the  general  fund  in  the  Treasury  to  the  Federal 
Disability  Insurance  Trust  Fund,  such  amounts  to  be  determined 
on  the  basis  of  estimates  by  the  Secretary  of  the  Treasury  of  the 
taxes,  specified  in  clauses  (3)  and  (4)  of  this  subsection,  [paid  to  or 
deposited  into  the  Treasury]  to  be  paid  to  or  deposited  into  the 
Treasury  during  such  month;  and  proper  adjustments  shall  be 
made  in  amounts  subsequently  transferred  to  the  extent  prior  esti- 
mates were  in  excess  of  or  were  less  than  the  taxes  specified  in 
such  clauses  (3)  and  (4)  of  this  subsection.  All  amounts  transferred 
to  either  Trust  Fund  under  the  preceding  sentence  shall  he  invested, 
by  the  Managing  Trustee  in  the  same  manner  and  to  the  same 
extent  as  the  other  assets  of  such  Trust  Fund;  and  such  Trust  Fund 
shall  pay  interest  to  the  general  fund  on  the  amount  so  transferred 
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on  the  first  day  of  any  month  at  a  rate  (calculated  on  a  daily  basis, 
and  applied  against  the  difference  between  the  amount  so  trans- 
ferred on  such  first  day  and  the  amount  which  would  have  been 
transferred  to  the  Trust  Fund  up  to  that  day  under  the  procedures 
in  effect  on  January  1,  1983)  equal  to  the  rate  earned  by  the  invest- 
ments of  such  Fund  in  the  same  month  under  subsection  (d). 

(b)  There  is  hereby  created  on  the  books  of  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as  the  ' 'Federal  Disability 
Insurance  Trust  Fund".  The  Federal  Disability  Insurance  Trust 
Fund  shall  consist  of  such  gifts  and  bequests  as  may  be  made  as 
provided  in  subsection  (i)(l),  and  such  amounts  as  may  be  appropri- 
ated to,  or  deposited  in,  such  fund  as  provided  in  this  section. 
There  is  hereby  appropriated  to  the  Federal  Disability  Insurance 
Trust  Fund  for  the  fiscal  year  ending  June  30,  1957,  and  for  each 
fiscal  year  thereafter,  out  of  any  moneys  in  the  Treasury  not  other- 
wise appropriated,  amounts  equivalent  to  100  per  centum  of— 

(1)(A)  V2  of  1  per  centum  of  the  wages  (as  defined  in  section 
3121  of  the  Internal  Revenue  Code  of  1954)  paid  after  Decem- 
ber 31,  1956,  and  before  January  1,  1966,  and  reported  to  the 
Secretary  of  the  Treasury  or  his  delegate  pursuant  to  subtitle 
F  of  the  Internal  Revenue  Code  of  1954,  (B)  0.70  of  1  per 
centum  of  the  wages  (as  so  defined)  paid  after  December  31, 
1965,  and  before  January  1,  1968,  and  so  reported,  (C)  0.095  of  1 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1967,  and  before  January  1,  1970,  and  so  reported,  (D)  1.10 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1969,  and  before  January  1,  1973,  and  so  reported,  (E)  1.1 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1972,  and  before  January  1,  1974,  and  so  reported,  (F)  1.15 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1973,  and  before  January  1,  1978,  and  so  reported,  (G)  1.55 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1977,  and  before  January  1,  1979,  and  so  reported,  (H)  1.50 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1978,  and  before  January  1,  1980,  and  so  reported,  (I)  1.12 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1979,  and  before  January  1,  1981,  and  so  reported,  (J)  1.30 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1980,  and  before  January  1,  1982,  and  so  reported,  [(K)  1.65 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1981,  and  before  January  1,  1985,  and  so  reported,  (L)  1.90 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1984,  and  before  January  1,  1990,  and  so  reported,  and  (M) 
2.20  per  centum  of  the  wages  (as  so  defined)  paid  after  Decem- 
ber 31,  1989,  and  so  reported]  (K)  1.65  per  centum  of  the  wages 
(as  so  defined)  paid  after  December  SI,  1981,  and  before  Janu- 
ary 1,  1983,  and  so  reported,  (L)  1.25  per  centum  of  the  wages 
(as  so  defined)  paid  after  December  31,  1982,  and  before  Janu- 
ary 1,  1984,  and  so  reported,  (M)  1.00  per  centum  of  the  wages 
(as  so  defined)  paid  after  December  31,  1983,  and  before  Janu- 
ary 1,  1990,  and  so  reported,  and  (N)  1.20  per  centum  of  the 
wages  (as  so  defined)  paid  after  December  31,  1989,  and  so  re- 
ported, which  wages  shall  be  certified  by  the  Secretary  of 
Health,  Education,  and  Welfare  on  the  basis  of  the  records  of 
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wages  established  and  maintained  by  such  Secretary  in  accord- 
ance with  such  reports;  and 

(2)(A)  %  of  1  per  centum  of  the  amount  of  self-employment 
income  (as  defined  in  section  1402  of  the  Internal  Revenue 
Code  of  1954)  reported  to  the  Secretary  of  the  Treasury  or  his 
delegate  on  tax  returns  under  subtitle  F  of  the  Internal  Reve- 
nue Code  of  1954  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1956,  and  before  January  1,  1966,  (B)  0.525  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) as  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1965,  and  before  Janaury  1,  1968,  (C)  0.7125  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1967,  and  before  January  1,  1970,  (D)  0.825  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1969,  and  before  January  1,  1973,  (E)  0.795  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1972,  and  before  January  1,  1974,  (F)  0.815  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) as  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1973,  and  before  January  1,  1978,  (G)  1.090  per  centum 
of  the  amount  of  self-employment  income  (as  so  defined)  so  re- 
ported for  any  taxable  year  beginning  after  December  31,  1977, 
and  before  January  1,  1979,  (H)  1.0400  of  1  per  centum  of  the 
amount  of  self-employment  income  (as  so  defined)  so  reported 
for  any  taxable  year  beginning  after  December  31,  1978,  and 
before  January  1,  1980,  (I)  0.7775  per  centum  of  the  amount  of 
self-employment  income  (as  so  defined)  so  reported  for  any  tax- 
able year  beginning  after  December  31,  1979,  and  before  Janu- 
ary 1,  1981,  (J)  0.9750  per  centum  of  the  amount  of  self-employ- 
ment income  (as  so  defined)  so  reported  for  any  taxable  year 
beginning  after  December  31,  1980,  and  before  January  1,  1982, 
[(K)  1.2375  per  centum  of  the  amount  of  self-employment 
income  (as  so  defined)  so  reported  for  any  taxable  year  begin- 
ning after  December  31,  1981,  and  before  January  1,  1985,  (L) 
1.4250  per  centum  of  the  amount  of  self-employment  income 
(as  so  defined)  so  reported  for  any  taxable  year  beginning  after 
December  31,  1984,  and  before  January  1,  1990,  and  (M)  1.6500 
per  centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1989]  (K)  1.2375  per  centum  of  the  amount  of  self-em- 
ployment income  (as  so  defined)  so  reported  for  any  taxable  year 
beginning  after  December  31,  1981,  and  before  January  1,  1983, 
(L)  0.9375  per  centum  of  the  amount  of  self-employment  income 
(as  so  defined)  so  reported  for  any  taxable  year  beginning  after 
December  31,  1982,  and  before  January  1,  1984,  (M)  1.00  per 
centum  of  the  amount  of  self-employment  income  (as  so  defined) 
so  reported  for  any  taxable  year  beginning  after  December  31, 
1983,  and  before  January  1,  1990,  and  (N)  1.20  per  centum  of 
the  self-employment  income  (as  so  defined)  so  reported  for  any 
taxable  year  beginning  after  December  31,  1989,  which  self- 
employment  income  shall  be  certified  by  the  Secretary  of 
Health,  Education,  and  Welfare  on  the  basis  of  the  records  of 


185 


self-employment  income  established  and  maintained  by  the  Sec- 
retary of  Health,  Education,  and  Welfare  in  accordance  with 
such  returns. 

(c)  With  respect  to  the  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund  and  the  Federal  Disability  Insurance  Trust  Fund  (here- 
inafter in  this  title  called  the  "Trust  Funds")  there  is  hereby  cre- 
ated a  body  to  be  known  as  the  Board  of  Trustees  of  the  Trust 
Funds  (hereinafter  in  this  title  called  the  "Board  of  Trustees") 
which  Board  of  Trustees  shall  be  composed  of  the  Secretary  of  the 
Treasury,  the  Secretary  of  Labor,  and  the  Secretary  of  Health, 
Education,  and  Welfare,  all  ex  officio.  The  Secretary  of  the  Treas- 
ury shall  be  the  Managing  Trustee  of  the  Board  of  Trustees  (here- 
inafter in  this  title  called  the  "Managing  Trustee").  The  Commis- 
sioner of  Social  Security  shall  serve  as  Secretary  of  the  Board  of 
Trustees.  The  Board  of  Trustees  shall  meet  not  less  frequently  than 
once  each  calendar  year.  It  shall  be  the  duty  of  the  Board  of  Trust- 
ees to — 

(1)  Hold  the  Trust  Funds; 

(2)  Report  to  the  Congress  not  later  than  the  first  day  of 
April  of  each  year  on  the  operation  and  status  of  the  Trust 
Funds  during  the  preceding  fiscal  year  and  on  their  expected 
operation  and  status  during  the  next  ensuing  five  fiscal  years; 

(3)  Report  immediately  to  the  Congress  whenever  the  Board 
of  Trustees  is  of  the  opinion  that  the  amount  of  either  of  the 
Trust  Funds  is  unduly  small; 

(4)  Recommend  improvements  in  administrative  procedures 
and  policies  designed  to  effectuate  the  proper  coordination  of 
the  old-age  and  survivors  insurance  and  Federal-State  unem- 
ployment compensation  program;  and 

(5)  Review  the  general  policies  followed  in  managing  the 
Trust  Funds,  and  recommend  changes  in  such  policies,  includ- 
ing necessary  changes  in  the  provisions  of  the  law  which 
govern  the  way  in  which  the  Trust  Funds  are  to  be  managed. 

The  report  provided  for  in  paragraph  (2)  above  shall  include  a 
statement  of  the  assets  of,  and  the  disbursements  made  from,  the 
Trust  Funds  during  the  preceding  fiscal  year,  an  estimate  of  the 
expected  future  income  to,  and  disbursements  to  be  made  from,  the 
Trust  Funds  during  each  of  the  next  ensuing  five  fiscal  years,  and 
a  statement  of  the  actuarial  status  of  the  Trust  Funds.  [Such 
report  shall  also  include]  Such  report  shall  include  an  actuarial 
opinion  by  the  Chief  Actuary  of  the  Social  Security  Administration 
certifying  that  the  techniques  and  methodologies  used  are  generally 
accepted  within  the  actuarial  profession  and  that  the  assumptions 
and  cost-estimates  used  are  reasonable,  and  shall  also  include  an 
actuarial  analysis  of  the  benefit  disbursements  made  from  the  Fed- 
eral Old-Age  and  Survivors  Insurance  Trust  Fund  with  respect  to 
disabled  beneficiaries.  Such  report  shall  be  printed  as  a  House  doc- 
ument of  the  session  of  the  Congress  to  which  the  report  is  made. 

(d)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such 
portion  of  the  Trust  Funds  as  is  not,  in  his  judgment,  required  to 
meet  current  withdrawals.  [Such  investments  may  be  made  only 
in  interest/bearing  obligations  of  the  United  States  or  in  obliga- 
tions guaranteed  as  to  both  principal  and  interest  by  the  United 
States.  For  such  purpose  such  obligations  may  be  acquired  (1)  on 
original  issue  at  the  issue  price,  or  (2)  by  purchase  of  outstanding 
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obligations  at  the  market  price.]  Such  investments  may  he  made 
only  in  interest-bearing  public-debt  obligations  of  the  United  States 
which  are  issued  exclusively  for  purchase  by  the  Trust  Funds  under 
title  31  of  the  United  States  Code.  The  purposes  for  which  obliga- 
tions of  the  United  States  may  be  issued  under  the  Second  Liberty 
Bond  Act,  as  amended,  are  hereby  extended  to  authorize  the  issu- 
ance at  par  of  public-debt  obligation  for  purchase  by  the  Trust 
Funds.  [Such  obligations  issued  for  purchase  by  the  Trust  Funds 
shall  have  maturities  fixed  with  due  regard  for  the  needs  of  the 
Trust  Funds  and  shall  bear  interest  at  a  rate  equal  to  the  average 
market  yield  (computed  by  the  Managing  Trustee  on  the  basis  of 
market  quotations  as  of  the  end  of  the  calendar  month  next  preced- 
ing the  date  of  such  issue)  on  all  marketable  interest-bearing  obli- 
gations of  the  United  States  than  forming  a  part  of  the  public  debt 
which  are  not  due  or  callable  until  after  the  expiration  of  four 
years  from  the  end  of  such  calendar  month;  except  that  where  such 
average  market  yield  is  not  a  multiple  of  one-eighth  of  1  per 
centum,  the  rate  of  interest  of  such  obligations  shall  be  the  multi- 
ple of  one-eighth  of  1  per  centum  nearest  such  market  yield.  The 
Managing  Trustee  may  purchase  other  interest-bearing  obligations 
of  the  United  States  or  obligations  guaranteed  as  to  both  principal 
and  interest  by  the  United  States,  on  original  issue  or  at  the 
market  price,  only  where  he  determines  that  the  purchase  of  such 
other  obligations  is  in  the  public  interest.  J  Such  obligations  shall 
be  redeemable  at  par  plus  accrued  interest  at  any  time,  and  shall 
bear  interest  in  any  month  (including  the  month  of  issue)  at  a  rate 
equivalent  to  either  (1)  the  average  market  yield  (determined  by  the 
Managing  Trustee  on  the  basis  of  market  quotations  as  of  the  end  of 
each  business  day  of  the  preceding  month)  on  all  marketable  inter- 
est-bearing obligations  of  the  United  States  then  forming  a  part  of 
the  public  debt  (other  than  "flower  bonds")  which  are  not  due  or 
callable  until  after  the  expiration  of  4  years  from  the  end  of  such 
preceding  month,  or  (2)  the  average  market  yield  (so  determined)  on 
all  such  obligations  which  are  due  or  callable  4  years  or  less  from 
the  end  of  such  preceding  month,  whichever  average  market  yield 
(with  respect  to  the  month  involved)  is  larger;  except  that  where 
such  equivalent  interest  rate  is  not  a  multiple  of  one-eighth  of  1  per- 
cent, the  rate  of  interest  on  the  obligations  involved  shall  be  the 
multiple  of  one-eighth  of  1  percent  nearest  such  equivalent  rate.  For 
purposes  of  the  preceding  sentence,  the  term  "flower  bond"  means  a 
United  States  Treasury  bond  which  was  issued  before  March  4> 
1971,  and  which  may,  at  the  option  of  the  duly  constituted  repre- 
sentative of  the  estate  of  a  deceased  individual,  be  redeemed  in  ad- 
vance of  maturity  and  at  par  (face)  value  plus  accrued  interest  to 
the  date  of  payment  if  (i)  it  was  owned  by  such  deceased  individual 
at  the  time  of  his  death,  (ii)  it  is  part  of  the  estate  of  such  deceased 
individual,  and  (Hi)  such  representative  authorizes  the  Secretary  of 
the  Treasury  to  apply  the  entire  proceeds  of  the  redemption  of  such 
bond  to  the  payment  of  Federal  estate  taxes. 

[(e)  Any  obligations  acquired  by  the  Trust  Funds  (except  public- 
debt  obligations  issued  exclusively  to  the  Trust  Funds)  may  be  sold 
by  the  Managing  Trustee  at  the  market  price,  and  such  public-debt 
obligations  may  be  redeemed  at  par  plus  accrued  interest.  J 
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*♦♦*♦♦♦ 

"(1)(1)  If  at  any  time  prior  to  [January  1983]  January  1,  1988, 
the  Managing  Trustee  determines  that  borrowing  authorized  under 
this  subsection  is  appropriate  in  order  to  best  meet  the  need  for  fi- 
nancing the  benefit  pajmients  from  the  Federal  Old-Age  and  Survi- 
vors Insurance  Trust  Fund  or  the  Federal  Disability  Insurance 
Trust  Fund,  the  Managing  Trustee  may  borrow  such  amounts  as 
he  determines  to  be  appropriate  from  the  other  such  Trust  Fund, 
or  from  the  Federal  Hospital  Insurance  Trust  Fund  established 
under  section  1817,  for  transfer  to  and  deposit  in  the  Trust  Fund 
whose  need  for  financing  is  involved. 

(2)  In  any  case  where  a  loan  has  been  made  to  a  Trust  Fund 
under  paragraph  (1),  there  shall  be  transferred  from  time  to  time, 
from  the  borrowing  Trust  Fund  to  the  lending  Trust  Fund,  interest 
with  respect  to  the  unrepaid  balance  of  such  loan  at  a  rate  equal  to 
the  rate  which  the  lending  Trust  Fund  would  earn  on  the  amount 
involved  if  the  loan  were  an  investment  under  subsection  (d). 

(3)  If  in  any  month  after  a  loan  has  been  made  to  a  Trust  Fund 
under  paragraph  (1),  the  Managing  Trustee  determines  that  the 
assets  of  such  Trust  Fund  are  sufficient  to  permit  repayment  of  all 
or  part  of  any  loans  made  to  such  Fund  under  paragraph  (1),  he 
shall  make  such  repayments  as  he  determines  to  be  appropriate; 
but  the  full  amount  of  all  such  loans  (whether  made  before  or  after 
January  1,  1983)  shall  be  repaid  at  the  earliest  feasible  date  and  in 
any  event  no  later  than  December  31,  1989. 

(4)  The  Board  of  Trustees  shall  make  a  timely  report  to  the  Con- 
gress of  any  amounts  transferred  (including  interest  payments) 
under  this  subsection. 

(n)(l)  The  Secretary  of  the  Treasury  shall  implement  procedures  to 
permit  the  identification  of  each  check  issued  for  benefits  under  this 
title  that  has  not  been  presented  for  payment  by  the  close  of  the 
sixth  month  following  the  month  of  its  issuance. 

(2)  The  Secretary  of  the  Treasury  shall,  on  a  monthly  basis,  credit 
each  of  the  Trust  Funds  for  the  amount  of  all  benefit  checks  (in- 
cluding interest  there  on)  drawn  on  such  Trust  Fund  more  than  6 
months  previously  but  not  presented  for  payment  and  not  previously 
credited  to  such  Trust  Fund. 

(3)  If  a  benefit  check  is  presented  for  payment  to  the  Treasury  and 
the  amount  thereof  has  been  previously  credited  pursuant  to  para- 
graph (2)  to  one  of  the  Trust  Funds,  the  Secretary  of  the  Treasury 
shall  nevertheless  pay  such  check,  if  otherwise  proper,  recharge  such 
Trust  Fund,  and  notify  the  Secretary  of  Health  and  Human  Serv- 
ices. 

(4)  A  benefit  check  bearing  a  current  date  may  be  issued  to  an  in- 
dividual who  did  not  negotiate  the  original  benefit  check  and  who 
surrenders  such  check  for  cancellation  if  the  Secretary  of  the  Treas- 
ury determines  it  is  necessary  to  effect  proper  payment  of  benefits. 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFIT  PAYMENTS 
OLD-AGE  INSURANCE  BENEFITS 

Sec.  202.  (a)  Every  individual  who — 

(1)  is  a  fully  insured  individual  (as  defined  in  section  214(a)), 

(2)  has  attained  age  62,  and 
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(3)  has  filed  application  for  old-age  insurance  benefits  or  was 
entitled  to  disability  insurance  benefits  for  the  month  preced- 
ing the  month  in  which  he  attained  the  age  of  65, 

shall  be  entitled  to  an  old-age  insurance  benefit  for  each  month, 

beginning  with — 

(A)  in  the  case  of  an  individual  who  has  attained  age  65,  the 
first  month  in  which  such  individual  meets  the  criteria  specified 
in  paragraphs  (1),  (2),  and  (3),  or 

(B)  in  the  case  of  an  individual  who  has  attained  age  62,  but 
has  not  attained  age  65,  the  first  month  throughout  which  such 
individual  meets  the  criteria  specified  in  paragraphs  (1)  and  (2) 
(if  in  that  month  he  meets  the  criterion  specified  in  paragraph 
(3)), 

and  ending  with  the  month  preceding  the  month  in  which  he  dies. 

wife's  insurance  benefits 

(b)(1)  The  wife  (as  defined  in  section  216(b))  and  every  divorced 
wife  (as  defined  in  section  216(d))  of  an  individual  entitled  to  old- 
age  or  disability  insurance  benefits,  if  such  wife  or  such  divorced 
wife — 

(A)  has  filed  application  for  wife's  insurance  benefits, 

(B)  has  attained  age  62  or  (in  the  case  of  a  wife)  has  in  her 
care  (individually  or  jointly  with  such  individual)  at  the  time 
of  filing  such  application  a  child  entitled  to  a  child's  insurance 
benefit  on  the  basis  of  the  wages  and  self-employment  income 
of  such  individual, 

(C)  in  the  case  of  a  divorced  wife,  is  not  married,  and 

(D)  is  not  entitled  to  old-age  or  disability  insurance  benefits 
or  is  entitled  to  old-age  or  disability  insurance  benefits  based 
on  a  primary  insurance  amount  which  is  less  than  one-half  of 
the  primary  insurance  amount  of  such  individual, 

shall  (subject  to  subsection  (s))  be  entitled  to  a  wife's  insurance 
benefit  for  each  month,  beginning  with — 

(i)  in  the  case  of  a  wife  or  divorced  wife  (as  so  defined)  of 
an  individual  entitled  to  old-age  benefits,  if  such  wife  or  di- 
vorced wife  has  attained  age  65,  the  first  month  in  which 
she  meets  the  criteria  specified  in  subparagraphs  (A),  (B), 
(C),  and  (D),  or 

(ii)  in  the  case  of  a  wife  or  divorced  wife  (as  so  defined) 
of— 

(I)  an  individual  entitled  to  old-age  insurance  bene- 
fits, if  such  wife  or  divorced  wife  has  not  attained  age 
65,  or 

(II)  an  individual  entitled  to  disability  insurance 
benefits, 

the  first  month  throughout  which  she  is  such  a  wife  or  di- 
vorced wife  and  meets  the  criteria  specified  in  subparagraphs 
(B),  (C),  and  (D)  (if  in  such  month  she  meets  the  criterion  speci- 
fied in  subparagraph  (A)), 

whichever  is  earlier,  and  ending  with  the  month  preceding  the 

month  in  which  any  of  the  following  occurs — 

(E)  she  dies, 

(F)  such  individual  dies, 
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(G)  in  the  case  of  a  wife,  they  are  divorced  and  either  (i)  she 
has  not  attained  age  62,  or  l(ii)  she  has  attained  age  62  but  has 
not  been  married  to  such  individual  for  a  period  of  10  years 
immediately  before  the  date  the  divorce  became  effective, 

(H)  in  the  case  of  a  divorced  wife,  she  marries  a  person  other 
than  such  individual, 

(I)  in  the  case  of  a  wife  who  has  not  attained  age  62,  no  child 
of  such  individual  is  entitled  to  a  child's  insurance  benefit, 

(J)  she  becomes  entitled  to  an  old-age  or  disability  insurance 
benefit  based  on  a  primary  insurance  amount  which  is  equal  to 
or  exceeds  one-half  of  the  primary  insurance  amount  of  such 
individual,  or 

(K)  such  individual  is  not  entitled  to  disability  insurance 
benefits  and  is  not  entitled  to  old-age  insurance  benefits. 

(2)  Except  as  provided  in  subsection  (q)  and  paragraph  (4)  of  this 
subsection,  such  wife's  insurance  benefit  for  each  month  shall  be 
equal  to  one-half  of  the  primary  insurance  amount  of  her  husband 
(or,  in  the  case  of  a  divorced  wife,  her  former  husband)  for  such 
month. 

(3)  In  the  case  of  any  divorced  wife  who  marries — 

(A)  an  individual  entitled  to  benefits  under  subsection  [(f)J 
(c),  (f),  (g),  or  (h)  of  this  section,  or 

(B)  an  individual  who  has  attained  the  age  of  18  and  is  enti- 
tled to  benefits  under  subsection  (d), 

such  divorced  wife's  entitlement  to  benefits  under  this  subsection 
shall,  notwithstanding  the  provisions  of  paragraph  (1)  (but  subject 
to  subsection  (s)),  not  be  terminated  by  reason  of  such  marriage  [; 
except  that,  in  the  case  of  such  a  marriage  to  an  individual  entitled 
to  benefits  under  subsection  (d),  the  preceding  provisions  of  this 
paragraph  shall  not  apply  with  respect  to  benefits  for  months  after 
the  last  month  for  which  such  individual  is  entitled  to  such  bene- 
fits under  subsection  (d)  unless  he  ceases  to  be  so  entitled  by  reason 
of  his  death] . 

(4)  (A)  The  amount  of  a  wife's  insurance  benefit  for  each  month  as 
determined  after  application  of  the  provisions  of  subsections  (q)  and 
(k)  shall  be  reduced  (but  not  below  zero)  [by  an  amount  equal  to 
the  amount  of  any  monthly  periodic  benefit]  by  an  amount  equal 
to  one-third  of  the  amount  of  any  monthly  periodic  benefit  payable 
to  such  wife  (or  divorced  wife)  for  such  month  which  is  based  upon 
her  earnings  while  in  the  service  of  the  Federal  Government  or 
any  State  (or  political  subdivision  thereof,  as  defined  in  section 
218(b)(2)  if,  on  the  last  day  she  was  employed  by  such  entity,  such 
service  did  not  constitute  "employment"  as  defined  in  section  210 
for  purposes  of  this  title.  The  amount  of  the  reduction  in  any  bene- 
fit under  this  subparagraph,  if  not  a  multiple  of  $0.10,  shall  be 
rounded  to  the  next  higher  multiple  of  $0.10. 

(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis 
equivalent  to  a  monthly  benefit  (as  determined  by  the  Secretary) 
and  such  equivalent  monthly  benefit  shall  constitute  a  monthly  pe- 
riodic benefit  for  purposes  of  subparagraph  (A).  For  purposes  of 
this  subparagraph,  the  term  ''periodic  benefit"  includes  a  benefit 
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payable  in  a  lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for, 
periodic  payments. 

(5)(A)  Notwithstanding  the  preceding  provisions  of  this  subsection, 
except  as  provided  in  subparagraph  (B),  the  divorced  wife  of  an  in- 
dividual who  is  not  entitled  to  old-age  or  disability  insurance  bene- 
fits, but  who  has  attained  age  62  and  is  a  fully  insured  individual 
(as  defined  in  section  214),  if  such  divorced  wife — 

(i)  meets  the  requirements  of  subparagraphs  (A)  through  (D) 
of  paragraph  (1),  and 

(ii)  has  been  divorced  from  such  insured  individual  for  not 
less  than  2  years, 

shall  be  entitled  to  a  wife's  insurance  benefit  under  this  subsection 
for  each  month,  in  such  amount,  and  beginning  and  ending  with 
such  months  as  determined  (under  regulations  of  the  Secretary)  in 
the  manner  otherwise  provided  for  wife's  insurance  benefits  under 
this  subsection,  as  if  such  insured  individual  had  become  entitled  to 
old-age  insurance  benefits  on  the  date  on  which  the  divorced  wife 
first  meets  the  criteria  for  entitlement  set  forth  in  clauses  (i)  and 
(ii). 

(B)  A  wife's  insurance  benefit  provided  under  this  paragraph 
which  has  not  otherwise  terminated  in  accordance  with  subpara- 
graph (E),  (F),  (H),  or  (J)  of  paragraph  (1)  shall  terminate  with  the 
month  preceding  the  first  month  in  which  the  insured  individual  is 
no  longer  a  fully  insured  individual. 

husband's  insurance  benefits 

(c)(1)  The  husband  (as  defined  in  section  216(f)  and  every  divorced 
husband  (as  defined  in  section  216(d))  of  an  individual  entitled  to 
old-age  or  disability  insurance  benefits,  if  such  husband  or  such  di- 
vorced husband — 

(A)  has  filed  application  for  husband's  insurance  benefits, 

(B)  has  attained  age  62  [and]  or  (in  the  case  of  a  husband) 
has  in  his  care  (individually  or  jointly  with  such  individual)  at 
the  time  of  filing  such  application  a  child  entitled  to  child's  in- 
surance benefits  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual, 

(C)  in  the  case  of  a  divorced  husband,  is  not  married,  and 
[(C)]  (D)  is  not  entitled  to  old-age  or  disability  insurance 

benefits,  or  is  entitled  to  old-age  or  disability  insurance  bene- 
fits based  on  a  primary  insurance  amount  which  is  less  than 
one-half  of  the  primary  insurance  amount  of  [his  wife,]  such 
individual, 

[shall  be  entitled  to  a  husband's  insurance  benefit  for  each 
month,  beginning  with — 

[(i)  in  the  case  of  a  husband  (as  so  defined)  of  an  indi- 
vidual who  is  entitled  to  an  old-age  insurance  benefit,  if 
such  husband  has  attained  age  65,  the  first  month  in 
which  he  meets  the  criteria  specified  in  subparagraphs  (A), 
(B),  and  (C),  or 

[(ii)  in  the  case  of  a  husband  (as  so  defined)  of— 

[(I)  an  individual  entitled  to  old-age  insurance  bene- 
fits, if  such  husband  has  not  attained  age  65,  or 
[(II)  an  individual  entitled  to  disability  benefits. 
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[the  first  month  throughout  which  he  is  such  a  husband 
and  meets  the  criteria  specified  in  subparagraphs  (B)  and 
(C)  (if  in  such  month  he  meets  the  criterion  specified  in 
subparagraph  (A)), 
[whichever  is  earlier,  and  ending  with  the  month  preceding  the 
month  in  which  any  of  the  following  occurs:  he  dies,  his  wife  dies, 
they  are  divorced,  or  he  becomes  entitled  to  an  old-age  or  disability 
insurance  benefit,  based  on  a  primary  insurance  amount  which  is 
equal  to  or  exceeds  one-half  of  the  primary  insurance  amount  of 
his  wife,  or  his  wife  is  not  entitled  to  disability  insurance  benefits 
and  is  not  entitled  to  old-age  insurance  benefits.] 
shall  (subject  to  suhsection(s))  be  entitled  to  a  husband's  insurance 
benefit  for  each  month,  beginning  with — 

(i)  in  the  case  of  a  husband  or  divorced  husband  (as  so 
defined)  of  an  individual  who  is  entitled  to  an  old-age  in- 
surance benefit,  if  such  husband  or  divorced  husband  has 
attained  age  65,  the  first  month  in  which  he  meets  the  cri- 
teria specified  in  subparagraphs  (A),  (B),  (C),  and  (D),  or 

(ii)  in  the  case  of  a  husband  or  divorced  husband  (as  so 
defined)  of— 

(I)  an  individual  entitled  to  old-age  insurance  bene- 
fits, if  such  husband  or  divorced  husband  has  not  at- 
tained age  65,  or 

(II)  an  individual  entitled  to  disability  insurance 
benefits, 

the  first  month  throughout  which  he  is  such  a  husband  or 
divorced  husband  and  meets  the  criteria  specified  in  sub- 
paragraphs (B),  (C),  and  (D)  (if  in  such  month  he  meets  the 
criterion  specified  in  subparagraph  (A)), 

whichever  is  earlier,  and  ending  with  the  month  preceding  the 

month  to  which  any  of  the  following  occurs: 

(E)  he  dies, 

(F)  such  individual  dies, 

(G)  in  the  case  of  a  husband,  they  are  divorced  and  either  (i) 
he  has  not  attained  age  62,  or  (ii)  he  has  attained  age  62  but 
has  not  been  married  to  such  individual  for  a  period  of  10  years 
immediately  before  the  divorce  became  effective, 

(H)  in  the  case  of  a  divorced  husband,  he  marries  a  person 
other  than  such  individual, 

(I)  in  the  case  of  a  husband  who  has  not  attained  age  62,  no 
child  of  such  individual  is  entitled  to  a  child's  insurance  bene- 
fit, 

(J)  he  becomes  entitled  to  an  old-age  or  disability  insurance 
benefit  based  on  a  primary  insurance  amount  which  is  equal  to 
or  exceeds  one-half  of  the  primary  insurance  amount  of  such  in- 
dividual, or 

(K)  such  individual  is  not  entitled  to  disability  insurance 
benefits  and  is  not  entitled  to  old-age  insurance  benefits. 
(2)(A)  The  amount  of  a  husband's  insurance  benefit  for  each 
month  as  determined  after  application  of  the  provisions  of  subsec- 
tions (q)  and  (k)  shall  be  reduced  (but  not  below  zero)  [by  an 
amount  equal  to  the  amount  of  any  monthly  periodic  benefit]  by 
an  amount  equal  to  one-third  of  the  amount  of  any  monthly  period- 
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ic  benefit  payable  to  such  husband  (or  divorced  husband)  for  such 
month  which  is  based  upon  his  earnings  while  in  the  service  of  the 
Federal  Government  or  any  State  (or  political  subdivision  thereof, 
as  defined  in  section  218(b)(2))  if,  on  the  last  day  he  was  employed 
by  such  entity,  such  service  did  not  constitute  "emplo3nnent"  as  de- 
fined in  section  210  for  purposes  of  this  title. 

The  amount  of  the  reduction  in  any  benefit  under  this  subpara- 
graph, if  not  a  multiple  of  $0.10,  shall  be  rounded  to  the  next 
higher  multiple  of  $0.10. 

(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis 
equivalent  to  a  monthly  benefit  (as  determined  by  the  Secretary) 
and  such  equivalent  monthly  benefit  shall  constitute  a  monthly  pe- 
riodic benefit  for  purposes  of  subparagraph  (A).  For  purposes  of 
this  subparagraph,  the  term  "periodic  benefit"  includes  a  benefit 
payable  in  a  lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for, 
periodic  payments. 

(3)  Except  as  provided  in  subsection  (q)  and  paragraph  (2)  of  this 
subsection,  such  husband's  insurance  benefit  for  each  month  shall 
be  equal  to  one-half  of  the  primary  insurance  amount  of  his  wife 
(or,  in  the  case  of  a  divorced  husband,  his  former  wife)  for  such 
month. 

(4)  In  the  case  of  any  divorced  husband  who  marries — 

(A)  an  individual  entitled  to  benefits  under  subsection  (b),  (e), 
(g),  or  (h)  of  this  section,  or 

(B)  an  individual  who  has  attained  the  age  of  18  and  is  enti- 
tled to  benefits  under  subsection  (d),  by  reason  of  paragraph 
(l)(B)(ii)  thereof 

such  divorced  husband's  entitlement  to  benefits  under  this  subsec- 
tion, notwithstanding  the  provisions  of  paragraph  (1)  (but  subject  to 
subsection  (s)),  shall  not  be  terminated  by  reason  of  such  marriage. 

(5) (A)  Notwithstanding  the  preceding  provisions  of  this  subsection, 
except  as  provided  in  subparagraph  (B),  the  divorced  husband  of  an 
individual  who  is  not  entitled  to  oldage  or  disability  insurance 
benefits,  but  who  has  attained  age  62  and  is  a  fully  insured  individ- 
ual (as  defined  in  section  214),  if  such  divorced  husband — 

(i)  meets  the  requirements  of  subparagraphs  (A)  through  (D) 
of  paragraph  (1),  and 

(ii)  has  been  divorced  from  such  insured  individual  for  not 
less  than  2  years, 

shall  be  entitled  to  a  husband's  insurance  benefit  under  this  subsec- 
tion for  each  month,  in  such  amount,  and  beginning  and  ending 
with  such  months,  as  determined  (under  regulations  of  the  secre- 
tary) in  the  manner  otherwise  provided  for  husband's  insurance 
benefits  under  this  subsection,  as  if  such  insured  individual  had 
become  entitled  to  old-age  insurance  benefits  on  the  date  on  which 
the  divorced  husband  first  meets  the  criteria  for  entitlement  set 
forth  in  clauses  (i)  and  (ii). 

(B)  A  husband's  insurance  benefit  provided  under  this  paragraph 
which  has  not  otherwise  terminated  in  accordance  with  subpara- 
graph (E),  (F),  (H),  or  (I)  of  paragraph  (1)  shall  terminate  with  the 
month  preceding  the  first  month  in  which  the  insured  individual  is 
no  longer  a  fully  insured  individual. 
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child's  insurance  benefits 

(d)  (1)  *  *  * 

n:  *****  * 

(5)  In  the  case  of  a  child  who  has  attained  the  age  of  eighteen 
and  who  marries — 

(A)  an  individual  entitled  to  benefits  under  subsection  (a),  (b), 
(cX  (e),  (f),  (g),  or  (h)  of  this  section  or  under  section  228(a),  or 

(B)  another  individual  who  has  attained  the  age  of  eighteen 
and  is  entitled  to  benefits  under  this  subsection, 

such  child's  entitlement  to  benefits  under  subsection  shall,  notwith- 
standing the  provisions  of  paragraph  (1)  but  subject  to  subsection 
(s),  not  be  terminated  by  reason  of  such  marriage  [;  except  that,  in 
the  case  of  such  a  marriage  to  a  male  individual  entitled  to  bene- 
fits under  section  223(a)  or  this  subsection,  the  proceding  provisions 
of  this  paragraph  shall  not  apply  with  respect  to  benefits  for 
months  after  the  last  month  for  which  such  individual  is  entitled 
to  such  benefits  under  section  223(a)  or  this  subsection  unless  (i)  he 
ceases  to  be  so  entitled  by  reason  of  his  death,  or  (ii)  in  the  case  of 
an  individual  who  was  entitled  to  benefits  under  section  223(a),  he 
is  entitled,  for  the  month  following  such  last  month,  to  benefits 
under  subsection  (a)  of  this  section] . 

*  *  *  *  *  *  * 

widow's  insurance  benefits 

(e)  (1)  The  widow  (as  defined  in  section  216(c))  and  every  surviving 
divorced  wife  (as  defined  in  section  216(d))  of  an  individual  who 
died  a  fully  insured  individual,  if  such  widow  or  such  surviving  di- 
vorced wife — 

(A)  is  not  married, 

(BXi)  has  attained  age  60,  or  (ii)  has  attained  age  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  sec- 
tion 223(d))  which  began  before  the  end  of  the  period  specified 
in  paragraph  [(5)1  (4), 

(C)  (i)  has  filed  application  for  widow's  insurance  benefits,  or 
was  entitled  to  wife's  insurance  benefits,  on  the  basis  of  the 
wages  and  self-employment  income  of  such  individual,  for  the 
month  preceding  the  month  in  which  he  died,  and  (I)  has  at- 
tained age  65  or  (II)  is  not  entitled  to  benefits  under  subsection 
(a)  or  section  223,  or 

(ii)  was  entitled,  on  the  basis  of  such  wages  and  self-employ- 
ment income,  to  mother's  insurance  benefits  for  the  month 
preceding  the  month  in  which  she  attained  age  65,  and 

(D)  is  not  entitled  to  old-age  insurance  benefits  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  the  pri- 
mary insurance  amount  (as  determined  after  application  of 
subparagraph  (B)  and  (C)  of  paragraph  (2))  of  such  deceased  in- 
dividual, 

shall  be  entitled  to  a  widow's  insurance  benefit  for  each  month,  be- 
ginning with — 
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(E)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (i) 
thereof,  the  first  month  in  which  she  becomes  so  entitled  to 
such  insurance  benefits,  or 

(F)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof— 

(i)  the  first  month  after  her  waiting  period  (as  defined  in 
paragraph  [(6)]  (5)  in  which  she  becomes  so  entitled  to 
such  insurance  benefits,  or 

(ii)  the  first  month  during  all  of  which  she  is  under  a 
disability  and  in  which  she  becomes  so  entitled  to  such  in- 
surance benefits,  but  only  if  she  was  previously  entitled  to 
insurance  benefits  under  this  subsection  on  the  basis  of 
begin  under  a  disability  and  such  first  month  occurs  (I)  in 
the  period  specified  in  paragraph  [(5)]  (4)  and  (II)  after 
the  month  in  which  a  previous  entitlement  to  such  bene- 
fits on  such  basis  terminated, 

and  ending  with  the  month  preceding  the  first  month  in  which  any 
of  the  following  occurs:  she  remarries,  dies,  becomes  entitled  to  an 
old-age  insurance  benefit  equal  to  or  exceeding  the  primary  insur- 
ance amount  (as  determined  after  application  of  subparagraphs  (B) 
and  (C)  of  paragraph  (2))  of  such  deceased  individual,  or,  if  she 
became  entitled  to  such  benefits  before  she  attained  age  60,  sub- 
ject to  section  223(e),  the  termination  month  (unless  she  attains  age 
65  on  or  before  the  leist  day  of  such  termination  month).  For  pur- 
poses of  the  preceding  sentence,  the  termination  month  for  any  in- 
dividual shall  be  the  third  month  following  the  month  in  which  her 
disability  ceases;  exept  that,  in  the  case  of  an  individual  who  has  a 
period  of  trial  work  which  ends  as  determined  by  application  of 
section  222(c)(4)(A),  the  termination  month  shall  be  the  earlier  of  (I) 
the  third  month  following  the  earliest  month  after  the  end  of  such 
period  of  trial  work  with  respect  to  which  such  individual  is  deter- 
mined to  no  longer  be  suffering  from  a  disabling  physical  or  mental 
impairment,  or  (II)  the  third  month  following  the  earliest  month  in 
which  such  individual  engages  or  is  determined  able  to  engage  in 
substantial  gainful  activity,  but  in  no  event  earlier  than  the  first 
month  occurring  after  the  15  months  following  such  period  of  trial 
work  in  which  he  engages  or  is  determined  able  to  engage  in  sub- 
stantial gainful  activity. 

[(2)(A)  Except  as  provided  in  subsection  (q),  paragraph  (8)  of  this 
subsection,  and  subparagraph  (B)  of  this  paragraph,  such  widow's 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary  in- 
surance amount  (as  determined  after  application  of  the  following 
sentence)  of  such  deceased  individual.  If  such  deceased  individual] 

(2)(A)  Except  as  provided  in  subsection  (q),  paragraph  (8)  of  this 
subsection,  and  subparagraph  (D)  of  this  paragraph,  such  widow  js 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary  in- 
surance amount  (as  determined  for  purposes  of  this  subsection  after 
application  of  subparagraphs  (B)  and  (C))  of  such  deceased  indi- 
vidual. 

(B)(i)  For  purposes  of  this  subsection,  in  any  case  in  which  such 
deceased  individual  dies  before  attaining  age  62  and  section 
215(a)(1)  (as  in  effect  after  December  1978)  is  applicable  in  determin- 
ing such  individual's  primary  insurance  amount — 
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(I)  such  primary  insurance  amount  shall  be  determined  under 
the  formula  set  forth  in  section  215(aXV(B)(i)  and  (ii)  which  is 
applicable  to  individuals  who  initially  become  eligible  for  old- 
age  insurance  benefits  in  the  second  year  after  the  year  specified 
in  clause  (ii), 

(II)  the  year  specified  in  clause  (ii)  shall  be  substituted  for  the 
second  calendar  year  specified  in  section  215(b)(3)(A)(ii)(I),  and 

(III)  such  primary  insurance  amont  shall  be  increased  under 
section  215(i)  as  if  it  were  the  primary  insurance  amount  re- 
ferred to  in  section  215(i)(2)(A)(ii)(II),  except  that  it  shall  be  in- 
creased only  for  years  beginning  after  the  first  year  after  the 
year  specified  in  clause  (ii). 

(ii)  The  year  specified  in  this  clause  is  the  earlier  of— 

(I)  the  year  in  which  the  deceased  individual  attained  age  60, 
or  would  have  attained  age  60  had  he  lived  to  that  age,  or 

(II)  the  second  year  preceding  the  year  in  which  the  widow  or 
surviving  divorced  wife  first  meets  the  requirements  of  para- 
graph (1)(B)  or  the  second  year  preceding  the  year  in  which  the 
deceased  individual  died,  whichever  is  later. 

(Hi)  This  subparagraph  shall  apply  with  respect  to  any  benefit 
under  this  subsection  only  to  the  extent  its  application  does  not 
result  in  a  primary  insurance  amount  for  purposes  of  this  subsection 
which  is  less  than  the  primary  insurance  amount  otherwise  deter- 
mined for  such  deceased  individual  under  section  215. 

(C)  If  such  deceased  individual  was  (or  upon  application  would 
have  been)  entitled  to  an  old-age  insurance  benefit  which  was  in- 
creased (or  subject  to  being  increased)  on  account  of  delayed  retire- 
ment under  the  provisions  of  subsection  (w),  then,  for  purposes  of 
this  subsection,  such  individual's  primary  insurance  amount,  if  less 
than  the  old-age  insurance  benefit  (increased,  where  applicable, 
under  section  [215(f)(5)  or  (6)]  215(f)(5),  215(f)(6),  or  215(f)(9)(B)  and 
under  section  215(i)  as  if  such  individual  were  still  alive  in  the  case 
of  an  individual  who  has  died)  which  he  was  receiving  (or  would 
upon  application  have  received)  for  the  month  prior  to  the  month 
in  which  he  died,  shall  be  deemed  to  be  equal  to  such  old-age  insur- 
ance benefit,  and  (notwithstanding  the  provisions  of  paragraph  (3) 
of  such  subsection  (w)  the  number  of  increment  months  shall  in- 
clude any  month  in  the  months  of  the  calendar  year  in  which  he 
died,  prior  to  the  month  in  which  he  died,  which  satisfy  the  condi- 
tions in  paragraph  (2)  of  such  subsection  (w). 

[(B)]  {D)  If  the  deceased  individual  (on  the  basis  of  whose  wages 
and  self-employment  income  a  widow  or  surviving  divorced  wife  is 
entitle  to  widow's  insurance  benefits  under  this  subsection)  was,  at 
any  time,  entitled  to  an  old-age  insurance  benefit  which  was  re- 
duced by  reason  of  the  application  of  subsection  (q),  the  widow's  in- 
surance benefit  of  such  widow  or  surviving  divorced  wife  for  any 
month  shall,  if  the  amount  of  the  widow's  insurance  benefit  of  such 
widow  or  surviving  divorced  wife  (as  determined  under  subpara- 
graph (A)  and  after  application  of  subsection  (q))  is  greater  than — 
(i)  the  amount  of  the  old-age  insurance  benefit  to  which  such 
deceased  individual  would  have  been  entitled  (after  application 
of  subsection  (q))  for  such  month  if  such  individual  were  still 
living  and  section   [215(f)(5)  or  (6)]   215(f)(5),  215(f)(6),  or 
215(f)(9)(B)  were  applied,  where  applicable,  and 
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(ii)  82 1/2  percent  of  the  primary  insurance  amount  (as  deter- 
mined without  regard  to  subparagraph  (C))  of  such  deceased  in- 
dividual, 

be  reduced  to  the  amount  referred  to  in  clause  (i),  or  (if  greater)  the 
amount  referred  to  in  clause  (ii). 

[(3)  If  a  widow,  before  attaining  age  60,  or  a  surviving  divorced 
wife,  marries — 

[(A)  an  individual  entitled  to  benefits  under  subsection  (f)  or 

(h)  of  this  section,  or 

[(B)  an  individual  who  has  attained  the  age  of  eighteen  and 

is  entitled  to  benefits  under  subsection  (d), 
such  widow's  or  surviving  divorced  wife's  entitlement  to  benefits 
under  this  subsection  shall,  notwithstanding  the  provisions  of  para- 
graph (1)  but  subject  to  subsection  (s),  not  be  terminated  by  reason 
of  such  marriage;  except  that,  in  the  case  of  such  a  marriage  to  an 
individual  entitled  to  benefits  under  subsection  (d),  the  preceding 
provisions  of  this  paragraph  shall  not  apply  with  respect  to  bene- 
fits for  months  after  the  last  month  for  which  such  individual  is 
entitled  to  such  benefits  under  subsection  (d)  unless  he  ceases  to  be 
so  entitled  by  reason  of  his  death. 

[(4)  If  a  widow,  after  attaining  age  60,  marries,  such  marriage 
shall  for  purposes  of  paragraph  (1),  be  deemed  not  to  have  oc- 
curred.] 

(3)  For  purposes  of  paragraph  (1),  if— 

(A)  a  widow  or  surviving  divorced  wife  marries  after  attain- 
ing age  60  (or  after  attaining  age  50  if  she  was  entitled  before 
such  marriage  occurred  to  benefits  based  on  disability  under 
this  subsection),  or 

(B)  a  disabled  widow  or  disabled  surviving  divorced  wife  de- 
scribed in  paragraph  (l)(B)(ii)  marries  after  attaining  age  50, 

such  marriage  shall  be  deemed  not  to  have  occurred. 

[(5)  J  (4)  The  period  referred  to  in  paragraph  (l)(B)(iiX  in  the  case 
of  any  widow  or  surviving  divorced  wife,  is  the  period  beginning 
with  whichever  of  the  following  is  the  latest: 

(A)  the  month  in  which  occurred  the  death  of  the  fully  in- 
sured individual  referred  to  in  paragraph  (1)  on  whose  wages 
and  self-employment  income  her  benefits  are  or  would  be 
based,  or 

(B)  the  last  month  for  which  she  was  entitled  to  mother's  in- 
surance benefits  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual,  or 

(C)  the  month  in  which  a  previous  entitlement  to  widow's  in- 
surance benefits  on  the  basis  of  such  wages  and  self-employ- 
ment income  terminated  because  her  disability  had  ceased, 

and  ending  with  the  month  before  the  month  in  which  she  attains 
age  60,  or,  if  earlier,  with  the  close  of  the  eighty-fourth  month  fol- 
lowing the  month  with  which  such  period  began. 

[(6)3  (5)  The  waiting  period  referred  to  in  paragraph  (1)(F),  in 
the  case  of  any  widow  or  surviving  divorced  wife,  is  the  earliest 
period  of  five  consecutive  calendar  months — 

(A)  throughout  which  she  has  been  under  a  disability,  and 

(B)  which  begins  not  earlier  than  with  whichever  of  the  fol- 
lowing is  the  later:  (i)  the  first  day  of  the  seventeenth  month 
before  the  month  in  which  her  application  is  filed,  or  (ii)  the 
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first  day  of  the  fifth  month  before  the  month  in  which  the 

period  specified  in  paragraph  [(5)3  (J^)  begins. 
E(7)J  (6)  In  the  case  of  an  individual  entitled  to  monthly  insur- 
ance benefits  payable  under  this  section  for  any  month  prior  to 
January  1973  whose  benefits  were  not  redetermined  under  section 
102(g)  of  the  Social  Security  Amendments  of  1972,  such  benefits 
shall  not  be  redetermined  pursuant  to  such  section,  but  shall  be  in- 
creased pursuant  to  any  general  benefit  increase  (as  defined  in  sec- 
tion 215(i)(3))  or  any  increase  in  benefits  made  under  or  pursuant 
to  section  215(i),  including  for  this  purpose  the  increase  provided  ef- 
fective for  March  1974,  as  though  such  redetermination  had  been 
made. 

[(8)3  (7)(A)  The  amount  of  a  widow's  insurance  benefit  for  each 
month  as  determined  (after  application  of  the  provisions  of  subsec- 
tions (q)  and  (k),  paragraph  (2)(B),  and  paragraph  [(4)3  (3)  shall  be 
reduced  (but  not  below  zero)  [by  an  amount  equal  to  the  amount 
of  any  monthly  periodic  benefitjj  by  an  amount  equal  to  one-third 
of  the  amount  of  any  monthly  periodic  benefit  payable  to  such 
widow  (or  surviving  divorced  wife)  for  such  month  which  is  based 
upon  her  earnings  while  in  the  service  of  the  Federal  Government 
or  any  State  (or  any  political  subdivision  thereof,  as  defined  in  sec- 
tion 218(b)(2))  if,  on  the  last  day  she  was  employed  by  such  entity, 
such  service  did  not  constitute  "employment"  as  defined  in  section 
210  for  purposes  of  this  title.  The  amount  of  the  reduction  in  any 
benefit  under  this  subparagraph,  if  not  a  multiple  of  $0.10,  shall  be 
rounded  to  the  next  higher  multiple  of  $0.10. 

(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis 
equivalent  to  a  monthly  benefit  (as  determined  by  the  Secretary) 
and  such  equivalent  monthly  benefit  shall  constitute  a  monthly  pe- 
riodic benefit  for  purposes  of  subparagraph  (A).  For  purposes  of 
this  subparagraph,  the  term  "periodic  benefit"  includes  a  benefit 
payable  in  a  lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for, 
periodic  payments. 

widower's  insurance  benefits 

(f)(1)  The  widower  (as  defined  in  section  216(g))  and  every  surviv- 
ing divorced  husband  (as  defined  in  seciton  216(d))  of  an  individual 
who  died  a  fully  insured  individual,  if  such  widower  or  such  surviv- 
ing divorced  husband — 

(A)  [has  not  remarried3  is  not  married, 

(B)  (i)  has  attained  age  60,  or  (ii)  has  attained  age  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  sec- 
tion 223(d))  which  began  before  the  end  of  the  period  specified 
in  paragraph  [(6)3  (5), 

iOd)  has  filed  application  for  widower's  insurance  benefits  or 
was  entitled  to  husband's  insurance  benefits,  on  the  basis  of 
the  wages  and  self-employment  income  of  such  individual,  for 
the  month  preceding  the  month  in  which  she  died,  and  (I)  has 
attained  age  65  or  (II)  is  not  entitled  to  benefits  under  subsec- 
tion (a)  or  section  223,  or 
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(ii)  was  entitled,  on  the  basis  of  such  wages  and  self-employ- 
ment income,  to  father's  insurance  benefits  for  the  month  pre- 
ceding the  month  in  which  he  attained  age  65,  and 

(D)  is  not  entitled  to  old-age  insurance  benefits,  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  the  pri- 
mary insurance  amount  (as  determined  after  application  of 
subparagraphs  (B)  and  (C)  of  paragraph  (2))  of  [his  deceased 
wife]  such  deceased  individual, 

shall  be  entitled  to  a  widower's  insurance  benefit  for  each  month, 
beginning  with — 

(E)  if  he  satisfies  subparagraph  (B)  by  reason  of  clause  (i) 
thereof,  the  first  month  in  which  he  becomes  so  entitled  to 
such  insurance  benefits,  or 

(F)  if  he  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof— 

(i)  the  first  month  after  his  waiting  period  (as  defined  in 
paragraph  [(7)]  (6))  in  which  he  becomes  so  entitled  to 
such  insurance  benefits,  or 

(ii)  the  first  month  during  all  of  which  he  is  under  a  dis- 
ability and  in  which  he  becomes  so  entitled  to  such  insur- 
ance benefits,  but  only  if  he  was  previously  entitled  to  in- 
surance benefits  under  this  subsection  on  the  basis  of 
being  under  a  disability  and  such  first  month  occurs  (I)  in 
the  period  specified  in  paragraph  [(6)]  (5)  and  (II)  after 
the  month  in  which  a  previous  entitlement  to  such  bene- 
fits on  such  basis  terminated, 

and  ending  with  the  month  preceding  the  first  month  in  which  any 
of  the  following  occurs:  he  remarries,  dies,  or  becomes  entitled  to 
an  old-age  insurance  benefit  equal  to  or  exceeding  the  primary  in- 
surance amount  (as  determined  after  application  of  subparagraphs 
(B)  and  (C)  of  paragraph  (8))  of  [his  deceased  wife]  such  deceased 
individual,  or,  if  he  became  entitled  to  such  benefits  before  he  at- 
tained age  60,  subject  to  section  223(e),  the  termination  month 
(unless  he  attains  age  65  on  or  before  the  last  day  of  such  termina- 
tion month).  For  purposes  of  the  preceding  sentence,  the  termina- 
tion month  for  any  individual  shall  be  the  third  month  following 
the  month  in  which  his  disability  ceases;  except  that,  in  the  case  of 
an  individual  who  has  a  period  of  trial  work  which  ends  as  deter- 
mined by  application  of  section  222(c)(4)(A),  the  termination  month 
shall  be  the  earlier  of  (I)  the  third  month  following  the  earliest 
month  after  the  end  of  such  period  of  trial  work  with  respect  to 
which  such  individual  is  determined  to  no  longer  be  suffering  from 
a  disabling  physical  or  mental  impairment,  or  (II)  the  third  month 
following  the  earliest  month  in  which  such  individual  engages  or  is 
determined  able  to  engage  in  substantial  gainful  activity,  but  in  no 
event  earlier  than  the  first  month  occurring  after  the  15  months 
following  such  period  of  trial  work  in  which  he  engages  or  is  deter- 
mined able  to  engage  in  substantial  gainful  activity. 

(2)(A)  The  amount  of  a  widower's  insurance  benefit  for  each 
month  (as  determined  after  application  of  the  provisions  of  subsec- 
tions (k)  and  (q),  paragraph  (3)(B),  and  paragraph  [(5)]  (I^)  shall  be 
reduced  (but  not  below  zero)  [by  an  amount  equal  to  the  amount 
of  any  monthly  periodic  benefit]  by  an  amount  equal  to  one-third 
of  the  amount  of  any  monthly  periodic  benefit  payable  to  such  wid- 
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ower  for  such  month  which  is  based  upon  his  earnings  while  in  the 
service  of  the  Federal  Government  or  any  State  (or  any  political 
subdivision  thereof,  as  defined  in  section  218(b)(2))  if,  on  the  last 
day  he  was  employed  by  such  entity,  such  service  did  not  constitute 
"employment"  as  defined  in  section  210  for  purposes  of  this  title. 
The  amount  of  the  reduction  in  any  benefit  under  this  subpara- 
graph, if  not  a  multiple  of  $0.10,  shall  be  rounded  to  the  next 
higher  multiple  of  $0.10. 

(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis 
equivalent  to  a  monthly  benefit  (as  determined  by  the  Secretary) 
and  such  equivalent  monthly  benefit  shall  constitute  a  montly  peri- 
odic benefit  for  purposes  of  subparagraph  (A).  For  purposes  of  this 
subparagraph,  the  term  ''periodic  benefit"  includes  a  benefit  pay- 
able in  a  lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for, 
periodic  payments. 

[(3)(A)  Except  as  provided  in  subsection  (q),  paragraph  (2)  of  this 
subsection,  and  subparagraph  (B)  of  this  paragraph,  such  widower's 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary  in- 
surance amount  (as  determined  after  application  of  the  following 
sentence)  of  his  deceased  wife.  If  such  deceased  individual.] 

(S)(A)  Except  as  provided  in  subsection  (q),  paragraph  (2)  of  this 
subsection,  and  subparagraph  (D)  of  this  paragraph,  such  widower's 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary  in- 
surance amount  (as  determined  for  purposes  of  this  subsection  after 
application  of  subparagraphs  (B)  and  (C))  of  such  deceased  individu- 
al. 

(B)(i)  For  purposes  of  this  subsection,  in  any  case  in  which  such 
deceased  individual  dies  before  attaining  age  62  and  section 
215(a)(1)  (as  in  effect  after  December  1978)  is  applicable  in  determin- 
ing such  individual's  primary  insurance  amount — 

(I)  such  primary  insurance  amount  shall  be  determined  under 
the  formula  set  forth  in  section  215(a)(l)(B)(i)  and  (ii)  which  is 
applicable  to  individuals  who  initially  become  eligible  for  old- 
age  insurance  benefits  in  the  second  year  after  the  year  specified 
in  clause  (ii), 

(II)  the  year  specified  in  clause  (ii)  shall  be  substituted  for  the 
second  calendar  year  specified  in  section  215(b)(3)(A)(ii)(I),  and 

(III)  such  primary  insurance  amount  shall  be  increased  under 
section  215(i)  as  if  it  were  the  primary  insurance  amount  re- 
ferred to  in  section  215(i)(2)(A)(ii)(II),  except  that  it  shall  be  in- 
creased only  for  years  beginning  after  the  first  year  after  the 
year  specified  in  clause  (ii). 

(ii)  The  year  specified  in  this  clause  is  the  earlier  of— 

(I)  the  year  in  which  the  deceased  individual  attained  age  60, 
or  would  have  attained  age  60  had  she  lived  to  that  age,  or 

(II)  the  second  year  preceding  the  year  in  which  the  widower 
first  meets  the  requirements  of  paragraph  (1)(B)  or  the  second 
year  preceding  the  year  in  which  the  deceased  individual  died, 
whichever  is  later. 

(Hi)  This  subparagraph  shall  apply  with  respect  to  any  benefit 
under  this  subsection  only  to  the  extent  its  application  does  not 
result  in  a  primary  insurance  amount  for  purposes  of  this  subsection 
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which  is  less  than  the  primary  insurance  amount  otherwise  deter- 
mined for  such  deceased  individual  under  section  215. 

(C)  If  such  deceased  individual  was  (or  upon  application  would 
have  been)  entitled  to  an  old-age  insurance  benefit  which  was  in- 
creased (or  subject  to  being  increased)  on  account  of  delayed  retire- 
ment under  the  provisions  of  subsection  (w),  then,  for  purposes  of 
this  subsection,  such  individual's  primary  insurance  amount,  if  less 
than  the  old-age  insurance  benefit  (increased,  where  applicable, 
under  section  [215(f)(5)  or  (6)3  215(f)(5X  215(f)(6X  or  215(f)(9)(B)  and 
under  section  215(i)  as  if  such  individual  were  still  alive  in  the  case 
of  an  individual  who  has  died)  which  she  was  receiving  (or  would 
upon  application  have  received)  for  the  month  prior  to  the  month 
in  which  she  died,  shall  be  deemed  to  be  equal  to  such  old-age  in- 
surance benefit,  and  (notwithstanding  the  provisions  of  paragraph 
(3)  of  such  subsection  (w))  the  number  of  increment  months  shall 
include  any  month  in  the  months  of  the  calendar  year  in  which  she 
died,  prior  to  the  month  in  which  she  died,  which  satisfy  the  condi- 
tions in  paragraph  (2)  of  such  subsection  (w). 

[(B)]  (D)  If  the  deceased  [wife]  individual  (on  the  basis  of 
whose  wages  and  self-employment  income  a  widower  or  surviving 
divorced  husband  is  entitled  to  widower's  insurance  benefits  under 
this  subsection)  was,  at  any  time,  entitled  to  an  old-age  insurance 
benefit  which  was  reduced  by  reason  of  the  application  of  subsec- 
tion (q),  the  widower's  insurance  benefit  of  such  widower  or  surviv- 
ing divorced  husband  for  any  month  shall,  if  the  amount  of  the 
widower's  insurance  benefit  of  such  widower  or  surviving  divorced 
husband  (as  determined  under  subparagraph  (A)  and  after  applica- 
tion of  subsection  (q))  is  greater  than — 

(i)  the  amount  of  the  old-age  insurance  benefit  to  which  such 
deceased  [wife]  individual  would  have  been  entitled  (after  ap- 
plication of  subsection  (q))  for  such  month  if  such  [wife]  indi- 
vidual were  still  living  and  section  [215(f)(5)  or  (6)]  215(f)(5), 
215(f)(6),  or  215(f)(9)(B)  were  applied,  where  applicable;  and 

(ii)  82  y2  percent  of  the  primary  insurance  amount  (as  deter- 
mined without  regard  to  subparagraph  (O)  of  such  deceased 
[wife]  individual) 

be  reduced  to  the  amount  referred  to  in  clause  (i),  or  (if  greater)  the 
amount  referred  to  in  clause  (ii). 

[(4)  If  a  widower,  before  attaining  age  60,  remarries — 

[(A)  an  individual  entitled  to  benefits  under  subsection  (b), 
(e),  (g),  or  (h),  or 

[(B)  an  individual  who  has  attained  the  age  of  eighteen  and 
is  entitled  to  benefits  under  subsection  (d), 
[such  widower's  entitlement  to  benefits  under  this  subsection 
shall,  notwithstanding  the  provisions  of  paragraph  (1)  but  subject 
to  subsection  (s),  not  be  terminated  by  reason  of  such  marriage. 

[(5)  If  a  widower,  after  attaining  age  60,  marries,  such  marriage 
shall,  for  purposes  of  paragraph  (1),  be  deemed  not  to  have  oc- 
curred.] 

(4)  For  purposes  of  paragraph  (1),  if— 

(A)  a  widower  or  surviving  divorced  husband  marries  after 
attaining  age  60  (or  after  attaining  age  50  if  he  was  entitled 
before  slich  marriage  occurred  to  benefits  based  on  disability 
under  this  subsection),  or 
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(B)  a  disabled  widower  or  surviving  divorced  husband  de- 
scribed in  paragraph  (l)(B)(ii)  marries  after  attaining  age  50, 
such  marriage  shall  be  deemed  not  to  have  occurred. 

[(6) J  (5)  The  period  referred  to  in  paragraph  (l)(b)(ii),  in  the  case 
of  any  widower  or  surviving  divorced  husband,  is  the  period  begin- 
ning with  whichever  of  the  following  is  the  latest: 

(A)  the  month  in  which  occurred  the  death  of  the  fully  in- 
sured individual  referred  to  in  paragraph  (1)  on  whose  wages 
and  self-employment  income  his  benefits  are  or  would  be 
based,  [or] 

(B)  the  last  month  for  which  he  was  entitled  to  father's  insur- 
ance benefits  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual,  or 

[(B)J  (C)  the  month  in  which  a  previous  entitlement  to  wid- 
ower's insurance  benefits  on  the  basis  of  such  wages  and  self- 
employment  income  terminated  because  his  disability  had 
ceased, 

and  ending  with  the  month  before  the  month  in  which  he  attains 
age  60,  or,  if  earlier,  with  the  close  of  the  eighty-fourth  month  fol- 
lowing the  month  with  which  such  period  began. 

[(7)]  (6)  The  waiting  period  referred  to  in  paragraph  (1)(F),  in 
the  case  of  any  widower  or  surviving  divorced  husband,  is  the  earli- 
est period  of  five  consecutive  calendar  months — 

(A)  throughout  which  he  has  been  under  a  disability,  and 

(B)  which  begins  not  earlier  than  with  whichever  of  the  fol- 
lowing is  the  later:  (i)  the  first  day  of  the  seventeenth  month 
before  the  month  in  which  his  application  is  filed,  or  (ii)  the 
first  day  of  the  fifth  month  before  the  month  in  which  the 
period  specified  in  paragraph  [(6)]  (5)  begins. 

E(8)l  (T')  In  the  case  of  an  individual  entitled  to  monthly  insur- 
ance benefits  payable  under  this  section  for  any  month  prior  to 
January  1973  whose  benefits  were  not  redetermined  under  section 
102(g)  of  the  Social  Security  Amendments  of  1972,  such  benefits 
shall  not  be  redetermined  pursuant  to  such  section,  but  shall  be  in- 
creased pursuant  to  any  general  benefit  increase  (as  defined  in  sec- 
tion 215(i)(3))  or  any  increase  in  benefits  made  under  or  pursuant 
to  section  215(i),  including  for  this  purpose  the  increase  provided  ef- 
fective for  March  1974,  as  though  such  redetermination  had  been 
made. 

mother's  and  father's  insurance  benefits 

(g)(1)  The  [widow]  surviving  spouse  and  every  surviving  di- 
vorced [mother]  parent  (as  defined  in  section  216(d))  of  an  individ- 
ual who  died  a  fully  or  currently  insured  individual,  if  such 
[widow]  surviving  spouse  or  surviving  divorced  [mother] 
parent — 

(A)  is  not  married, 

(B)  is  not  entitled  to  a  [widow's]  surviving  spouse  insurance 
benefit, 

(C)  is  not  entitled  to  old-age  insurance  benefits,  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  three- 
fourths  of  the  primary  insurance  amount  of  such  individual. 
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(D)  has  filed  application  for  mother's  insurance  benefits,  or 
was  entitled  to  [wife's  insurance  benefits]  a  spouses  insur- 
ance benefit  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual  for  the  month  preceding  the  month 
in  which  [he]  such  individual  died, 

(E)  at  the  time  of  filing  such  application  has  in  her  care  a 
child  of  such  individual  entitled  to  a  child's  insurance  benefit, 
and 

(F)  in  the  case  of  a  surviving  divorced  [mother]  parent — 

(i)  the  child  referred  to  in  subparagraph  (E)  is  his  or  her 
son,  daughter,  or  legally  adopted  child,  and 

(ii)  the  benefits  referred  to  in  such  subparagraph  are 
payable  on  the  basis  of  such  individual's  wages  and  self- 
employment  income, 

shall  (subject  to  subsection  (s))  be  entitled  to  a  mother's  or  father's 
insurance  benefit  for  each  month,  beginning  with  the  first  month 
[after  August  1950]  in  which  ?ie  or  she  becomes  so  entitled  to 
such  insurance  benefits  and  ending  with  the  month  preceding  the 
first  month  in  which  any  of  the  following  occurs:  no  child  of  such 
deceased  individual  is  entitled  to  a  child's  insurance  benefit,  such 
[widow]  surviving  spouse  or  surviving  divorced  [mother]  parent 
becomes  entitled  to  an  old-age  insurance  benfit  equal  to  or  exceed- 
ing three-fourths  of  the  primary  insurance  amount  of  such  de- 
ceased individual,  he  or  she  becomes  entitled  to  a  [widow's]  sur- 
viving spouse's  insurance  benefit,  he  or  she  remarries,  or  he  or  she 
dies.  Entitlement  to  such  benefits  shall  also  end,  in  the  case  of  a 
surviving  divorced  [mother]  parent,  with  the  month  immediately 
preceding  the  first  month  in  which  no  son,  daughter,  or  legally 
adopted  child  of  such  surviving  divorced  [mother]  parent  is  enti- 
tled to  a  child's  insurance  benefit  on  the  basis  of  the  wages  and 
self-employment  income  of  such  deceased  individual. 

(2)  Except  as  provided  in  paragraph  (4)  of  this  subsection,  such 
mother's  or  father's  insurance  benefit  for  each  month  shall  be 
equal  to  three-fourths  of  the  primary  insurance  amount  of  such  de- 
ceased individual. 

(3)  In  the  case  of  a  widow  surviving  spouse  or  surviving  divorced 
[mother]  parent  who  marries — 

(A)  an  individual  entitled  to  benefits  under  this  subsection  or 
subsection  (a),  (bj,  (c),  (e),  (f),  or  (h),  or  under  section  223(a),  or 

(B)  an  individual  who  has  attained  the  age  of  eighteen  and  is 
entitled  to  benefits  under  subsection  (d), 

the  entitlement  of  such  [widow]  surviving  spouse  or  surviving  di- 
vorced [mother]  parent  to  benefits  under  this  subsection  shall, 
notwithstanding  the  provisions  of  paragraph  (1)  but  subject  to  sub- 
section (s),  not  be  terminated  by  reason  of  such  marriage  [;  except 
that,  in  the  case  of  such  a  marriage  to  an  individual  entitled  to 
benefits  under  section  223(a)  or  subsection  (d)  of  this  section,  the 
preceding  provisions  of  this  paragraph  shall  not  apply  with  respect 
to  benefits  for  months  after  the  last  month  for  which  such  individ- 
ual is  entitled  to  such  benefits  under  section  223(a)  or  subsection  (d) 
of  this  section  unless  (i)  he  ceases  to  be  so  entitled  by  reason  of  his 
death,  or  (ii)  in  the  case  of  an  individual  who  was  entitled  to  bene- 


203 


fits  under  section  223(a),  he  is  entitled,  for  the  month  following 
such  last  month,  to  benefits  under  subsection  (a)  of  this  section]. 

(4)(A)  The  amount  of  a  mother's  or  father's  insurance  benefit  for 
each  month  to  which  any  individual  is  entitled  under  this  subsec- 
tion (as  determined  after  application  of  subsection  (k))  shall  be  re- 
duced (but  not  below  zero)  [by  an  amount  equal  to  the  amount  of 
any  monthly  periodic  benefit]  by  an  amount  equal  to  one-third  of 
the  amount  of  any  monthly  periodic  benefit  payable  to  such  individ- 
ual for  such  month  which  is  based  upon  such  individual's  earnings 
while  in  the  service  of  the  Federal  Government  or  any  State  (or  po- 
litical subdivision  thereof,  as  defined  in  section  218(b)(2))  if,  on  the 
last  day  such  individual  was  employed  by  such  entity,  such  service 
did  not  constitute  "employment"  as  defined  in  section  210  for  pur- 
poses of  this  title.  The  amount  of  the  reduction  in  any  benefit  under 
this  subparagraph,  if  not  a  multiple  of  $0.10,  shall  be  rounded  to 
the  next  higher  multiple  of  $0.10. 

(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis 
equivalent  to  a  monthly  benefit  (as  determined  by  the  Secretary) 
and  such  equivalent  monthly  benefit  shall  constitute  a  monthly  pe- 
riodic benefit  for  purposes  of  subparagraph  (A).  For  purposes  of 
this  subparagraph,  the  term  ''periodic  benefit"  includes  a  benefit 
payable  in  a  lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for, 
periodic  payments. 

parent's  insurance  benefits 

(h)(1)  Every  parent  (as  defined  in  this  subection)  of  an  individual 
who  died  a  fully  insured  individual  if  such  parent — 

(A)  has  attained  age  62, 

(B)  (i)  was  receiving  at  least  one-half  of  his  support  from  such 
individual  at  the  time  of  such  individual's  death  or,  if  such  in- 
dividual had  a  period  of  disability  which  did  not  end  prior  to 
the  month  in  which  he  died,  at  the  time  such  period  began  or 
at  the  time  of  such  death,  and  (ii)  filed  proof  of  such  support 
within  two  years  after  the  date  of  such  death,  or,  if  such  indi- 
vidual had  such  a  period  of  disability,  within  two  years  after 
the  month  in  which  such  individual  filed  application  with  re- 
spect to  such  period  of  disability  or  two  years  after  the  date  of 
such  death,  as  the  case  may  be, 

(C)  has  not  married  since  such  individual's  death, 

(D)  is  not  entitled  to  old-age  insurance  benefits,  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  S2V2 
percent  of  the  primary  insurance  amount  of  such  deceased  in- 
dividual if  the  amount  of  the  parent's  insurance  benefit  for 
such  amount  is  determinable  under  paragraph  (2)(A)  (or  75  per- 
cent of  such  primary  insurance  amount  in  any  other  case),  and 

(E)  has  filed  application  for  parent's  insurance  benefits, 
shall  be  entitled  to  a  parent's  insurance  benefit  for  each  month  be- 
ginning with  the  first  month  after  August  1950  in  which  such 
parent  becomes  so  entitled  to  such  parent's  insurance  benefits  and 
ending  with  the  month  preceding  the  first  month  in  which  any  of 
the  following  occurs:  such  parent  dies,  marries,  or  becomes  entitled 
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to  an  old-age  insurance  benefit  equal  to  or  exceeding  82  V2  percent 
of  the  primary  insurance  amount  of  such  deceased  individual  if  the 
amount  of  the  parent's  insurance  benefit  for  such  month  is  deter- 
minable under  paragraph  (2)(A)  (or  75  percent  of  such  primary  in- 
surance amount  in  any  other  case). 

(2)  (A)  Except  as  provided  in  subparagraphs  (B)  and  (C),  such  par- 
ent's insurance  benefit  for  each  month  shall  be  equal  to  SV2  per- 
cent of  the  primary  insurance  amount  of  such  deceased  individual. 

(B)  For  any  month  for  which  more  than  one  parent  is  entitled  to 
parent's  insurance  benefits  on  the  basis  of  such  deceased  individ- 
ual's wages  and  self-employment  income,  such  benefit  for  each 
such  parent  for  such  month  shall  (except  as  provided  in  subpara- 
graph (O)  be  equal  to  75  percent  of  the  primary  insurance  amount 
of  such  deceased  individual. 

(C)  In  any  case  in  which — 

(i)  any  parent  is  entitled  to  a  parent's  insurance  benefit  for  a 
month  on  the  basis  of  a  deceased  individual's  wages  and  self- 
employment  income,  and 

(ii)  another  parent  of  such  deceased  individual  is  entitled  to 
a  parent's  insurance  benefit  for  such  month  on  the  basis  of 
such  wages  and  self-employment  income,  and  on  the  basis  of 
an  application  filed  after  such  month  and  after  the  month  in 
which  the  application  for  the  parent's  benefits  referred  to  in 
clause  (i)  was  filed, 

the  amount  of  the  parent's  insurance  benefit  of  the  parent  referred 
to  in  clause  (i)  for  the  month  referred  to  in  such  clause  shall  be 
determined  under  subparagraph  (A)  instead  of  subparagraph  (B) 
and  the  amount  of  the  parent's  insurance  beneft  of  a  parent  re- 
ferred to  in  clause  (ii)  for  such  month  shall  be  equal  to  150  percent 
of  the  primary  insurance  amount  of  the  deceased  individual  minus 
the  amount  (before  the  application  of  section  203(a))  of  the  benefit 
for  such  month  of  the  parent  referred  to  in  clause  (i). 

(3)  As  used  in  this  subsection,  the  term  ''parent"  means  the 
mother  or  father  of  an  individual,  a  stepparent  of  an  individual  by 
a  marriage  contracted  before  such  individual  attained  the  age  of 
sixteen,  or  an  adopting  parent  by  whom  an  individual  was  adopted 
before  he  attained  the  age  of  sixteen. 

(4)  In  the  case  of  a  parent  who  marries — 

((A)  an  individual  entitled  to  benefits  under  this  subsection 

or  subsection  (b),  (cj,  (e),  (f),  or  (g)  or 
(B)  an  individual  who  has  attained  the  age  of  eighteen  and  is 

entitled  to  benefits  under  subsection  (d), 
such  parent's  entitlement  to  benefits  under  this  subsection  shall, 
notwithstanding  the  provisions  of  paragraph  (1)  but  subject  to  sub- 
section (s),  not  be  terminated  by  reason  of  such  marriage  [;  except 
that,  in  the  case  of  such  a  marriage  to  a  male  individual  entitled  to 
benefits  under  subsection  (d),  the  preceding  provisions  of  this  para- 
graph shall  not  apply  with  respect  to  benefits  for  months  after  the 
last  month  for  which  such  individual  is  entitled  to  such  benefits 
under  subsection  (d)  unless  he  ceases  to  be  so  entitled  by  reason  of 
his  death] . 
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APPUCATION  FOR  MONTHLY  INSURANCE  BENEFITS 

(j)(l)  Subject  to  the  limitations  contained  in  paragraph  (4),  an  in- 
dividual who  would  have  been  entitled  to  a  benefit  under  subsec- 
tion (a),  (b),  (c),  (d),  (e),  (f),  (g),  or  (h)  for  any  month  after  August 
1950  had  he  filed  application  therefor  prior  to  the  end  of  such 
month  shall  be  entitled  to  such  benefit  for  such  month  if  he  files 
application  therefor  prior  to — 

(A)  the  end  of  the  twelfth  month  immediately  succeeding 
such  month  in  any  case  where  the  individual  (i)  is  filing  appli- 
cation for  a  benefit  under  subsection  (e)  or  (f),  and  satisfies 
paragraph  (1)(B)  of  such  subsection  by  reason  of  clause  (ii) 
thereof,  or  (ii)  is  filing  application  for  a  benefit  under  subsec- 
tion (b),  (c),  or  (d)  on  the  basis  of  the  wages  and  self-employ- 
ment income  of  a  person  entitled  to  disability  insurance  bene- 
fits, or 

(B)  the  end  of  the  sixth  month  immediately  succeeding  such 
month  in  any  case  where  subparagraph  (A)  does  not  apply. 

Any  benefit  under  this  title  for  a  month  prior  to  the  month  in 
which  application  is  filed  shall  be  reduced,  to  any  extent  that  may 
be  necessary,  so  that  it  will  not  render  erroneous  any  benefit 
which,  before  the  filing  of  such  application,  the  Secretary  has  certi- 
fied for  payment  for  such  prior  month. 

(2)  An  application  for  any  monthly  benefits  under  this  section 
filed  before  the  first  month  in  which  the  applicant  satisfies  the  re- 
quirements for  such  benefits  shall  be  deemed  a  valid  application 
(and  shall  be  deemed  to  have  been  filed  in  such  first  month)  only  if 
the  applicant  satisfies  the  requirements  for  such  benefits  before  the 
Secretary  makes  a  final  decision  on  the  application  and  no  request 
under  section  205(b)  for  notice  and  opportunity  for  a  hearing  there- 
on is  made  or,  if  such  a  request  is  made,  before  a  decision  based 
upon  the  evidence  adduced  at  the  hearing  is  made  (regardless  of 
whether  such  decision  becomes  the  final  decision  of  the  Secretary). 

(3)  Notwithstanding  the  provisions  of  paragraph  (1),  an  individual 
may,  at  his  option,  waive  entitlement  to  any  benefit  referred  to  in 
paragraph  (1)  for  any  one  or  more  consecutive  months  (beginning 
with  the  earliest  month  for  which  such  individual  would  otherwise 
be  entitled  to  such  benefit)  which  occur  before  the  month  in  which 
such  individual  files  application  for  such  benefit;  and,  in  such  case, 
such  individual  shall  not  be  considered  as  entitled  to  such  benefits 
for  any  such  month  or  months  before  such  individual  filed  such  ap- 
plication. An  individual  shall  be  deemed  to  have  waived  such  enti- 
tlement for  any  such  month  for  which  such  benefit  would,  under 
the  second  sentence  of  paragraph  (1),  be  reduced  to  zero. 

(4)  (A)  Except  as  provided  in  subparagraph  (B),  no  individual  shall 
be  entitled  to  a  monthly  benefit  under  subsection  (a),  (b),  (c),  (e),  or 
(f)  for  any  month  prior  to  the  month  in  which  he  or  she  files  an 
application  for  benefits  under  that  subsection  if  the  effect  of  enti- 
tlement to  such  benefit  would  be  to  reduce,  pursuant  to  subsection 
(q),  the  amount  of  the  monthly  benefit  to  which  such  individual 
would  otherwise  be  entitled  for  the  month  in  which  such  applica- 
tion is  filed. 

(B)(i)  If  the  individual  applying  for  retroactive  benefits  is  apply- 
ing for  such  benefits  under  subsection  (a),  and  there  are  one  or 
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more  other  persons  who  would  (except  for  subparagraph  (A))  be  en- 
titled for  any  month,  on  the  basis  of  the  wages  and  self-employ- 
ment income  of  such  individual  and  because  of  such  individual's 
entitlement  to  such  retroactive  benefits,  to  retroactive  benefits 
under  subsection  (b),  (c),  or  (d)  not  subject  to  reduction  under  sub- 
sections (q),  then  subparagraph  (A)  shall  not  apply  with  respect  to 
such  month  or  any  subsequent  month. 

(ii)  If  the  individual  applying  for  retroactive  benefits  is  a  widow, 
surviving  divorced  wife,  or  widower  and  is  under  a  disability  (as  de- 
fined in  section  223(d)),  and  such  individual  would,  except  for  sub- 
paragraph (A),  be  entitled  to  retroactive  benefits  as  a  disabled 
widow  or  widower  or  disabled  surviving  divorced  wife  for  any 
month  before  attaining  the  age  of  60,  then  subparagraph  (A)  shall 
not  apply  with  respect  to  such  month  or  any  subsequent  month. 

(Hi)  Subparagraph  (A)  does  not  apply  to  a  benefit  under  subsection 
(e)  or  (f)  for  the  month  immediately  preceding  the  month  of  applica- 
tion, if  the  insured  individual  died  in  that  preceding  month. 

[(iii)3  (iv)  If  the  individual  applying  for  retroactive  benefits  has 
excess  earnings  (as  defined  in  section  203(f))  in  the  year  in  which 
he  or  she  files  an  application  for  such  benefits  which  could,  except 
for  subparagraph  (A),  be  charged  to  months  in  such  year  prior  to 
the  month  of  application,  then  subparagraph  (A)  shall  not  apply  to 
so  many  of  such  months  immediately  preceding  the  month  of  appli- 
cation as  are  required  to  charge  such  excess  earnings  to  the  maxi- 
mum extent  possible. 

[(iv)]  (v)  As  used  in  this  subparagraph,  the  term  ''retroactive 
benefits"  means  benefits  to  which  an  individual  becmes  entitled  for 
a  month  prior  to  the  month  in  which  application  for  such  benefits 
is  filed. 

SIMULTANEOUS  ENTITLEMENT  TO  BENEFITS 

(k)(l)  A  child,  entitled  to  child's  insurance  benefits  on  the  basis  of 
the  wages  and  self-employment  income  of  an  insured  individual, 
who  would  be  entitled,  on  filing  application,  to  child's  insurance 
benefits  on  the  basis  of  the  wages  and  self-employment  income  of 
some  other  insured  individual,  shall  be  deemed  entitled,  subject  to 
the  provisions  of  paragraph  (2)  hereof,  to  child's  insurance  benefits 
on  the  basis  of  the  wages  and  self-employment  income  of  such 
other  individual  if  an  application  for  child's  insurance  benefits  on 
the  basis  of  the  wages  and  self-employment  income  of  such  other 
individual  has  been  filed  by  any  other  child  who  would,  on  filing 
application,  be  entitled  to  child's  insurance  benefits  on  the  basis  of 
the  wages  and  self-employment  income  of  both  such  insured  indi- 
viduals. 

(2)(A)  Any  child  who  under  the  preceding  provisions  of  this  sec- 
tion is  entitled  for  any  month  to  child's  insurance  benefits  on  the 
wages  and  self-employment  income  of  more  than  one  insured  indi- 
vidual shall,  notwithstanding  such  provisions,  be  entitled  to  only 
one  of  such  child's  insurance  benefits  for  such  month.  Such  child's 
insurance  benefits  for  such  month  shall  be  the  benefit  based  on  the 
wages  and  self-employment  income  of  the  insured  individual  who 
has  the  greatest  primary  insurance  amount,  except  that  such 
child's  insurance  benefits  for  such  month  shall  be  the  largest  bene- 


207 


fit  to  which  such  child  could  be  entitled  under  subsection  (d)  (with- 
out the  application  of  section  203(a))  or  subsection  (m)  if  entitle- 
ment to  such  benefit  would  not,  with  respect  to  any  person,  result 
in  a  benefit  lower  (after  the  application  of  section  203(a))  than  the 
benefit  which  would  be  applicable  if  such  child  were  entitled  on  the 
wages  and  self-employment  income  of  the  individual  with  the 
greatest  primary  insurance  amount.  Where  more  than  one  child  is 
entitled  to  child's  insurance  benefits  pursuant  to  the  preceding  pro- 
visions of  this  paragraph,  each  such  child  who  is  entitled  on  the 
wages  and  self-employment  income  of  the  same  insured  individuals 
shall  be  entitled  on  the  wages  and  self-employment  income  of  the 
same  such  insured  individual. 

(B)  Any  individual  (other  than  an  individual  to  whom  subsection 
He)ii)2(eXS)  or  Ji{f){5)2(fX4)  applies)  who,  under  the  preceding  pro- 
visions of  this  section  and  under  the  provisions  of  section  223,  is 
entitled  for  any  month  to  more  than  one  monthly  insurance  benefit 
(other  than  old-age  or  disability  insurance  benefit)  under  this  title 
shall  be  entitled  to  only  one  such  monthly  benefit  for  such  month, 
such  benefit  to  be  the  largest  of  the  monthly  benefits  to  which  he 
(but  for  this  subparagraph  (B))  would  otherwise  be  entitled  for  such 
months.  Any  individual  who  is  entitled  for  any  month  to  more 
than  one  widow's  or  widower's  insurance  benefit  to  which  subsec- 
tion l,{e)i4:)1(eXS)  or  {,{f){5)2(fX4)  applies  shall  be  entitled  to  only 
one  such  benefit  for  such  month,  such  benefit  to  be  the  largest  of 
such  benefits. 

(3)  (A)  If  an  individual  is  entitled  to  an  old-age  or  disability  insur- 
ance benefit  for  any  month  and  to  any  other  monthly  insurance 
benefit  for  such  month,  such  other  insurance  benefit  for  such 
month  after  any  reduction  under  subsection  (q),  subsection  (e)(2)  or 
(f)(3),  and  any  reduction  under  section  203(a),  shall  be  reduced,  but 
not  below  zero,  by  an  amount  equal  to  such  old-age  or  disability  in- 
surance benefit  (after  reduction  under  such  subsection  (q)). 

(B)  If  an  individual  is  entitled  for  any  month  to  a  widow's  or  wid- 
ower's insurance  benefit  to  which  subsection  Ji{e){4:)2(eXS)  or 
Hf){5)2(fX4)  applies  and  to  any  other  monthly  insurance  benefit 
under  section  202  (other  than  an  old-age  insurance  benefit),  such 
other  insurance  benefit  for  such  month,  after  any  reduction  under 
subparagraph  (A),  any  reduction  under  subsection  (q),  and  any  re- 
duction under  section  203(a),  shall  be  reduced,  but  not  below  zero, 
by  an  amount  equal  to  such  widow's  or  widower's  insurance  benefit 
after  any  reduction  or  reductions  under  such  subparagraph  (A)  and 
such  section  203(a). 

(4)  Any  individual  who,  under  this  section  and  section  223,  is  en- 
titled for  any  month  to  both  an  old-age  insurance  benefit  and  a  dis- 
ability insurance  benefit  under  this  title  shall  be  entitled  to  only 
the  larger  of  such  benefits  for  such  month,  except  that,  if  such  indi- 
vidual so  elects,  he  shall  instead  be  entitled  to  only  the  smaller  of 
such  benefits  for  such  month. 
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[As  Applicable  After  the  Enactment  of  Section  2  of  P.L.  97-123] 

MINIMUM  survivor's  BENEFIT 

(m)(l)  In  any  case  in  which  an  individual  is  entitled  to  a  monthly 
benefit  under  this  section  on  the  basis  of  a  primary  insurance 
amount  computed  under  section  215  (a)  or  (d),  as  in  effect  after  De- 
cember 1978,  on  the  basis  of  the  wages  and  self-employment  income 
of  a  deceased  individual  for  any  month  and  no  other  person  is 
(without  the  application  of  subsection  entitled  to  a  monthly 

benefit  under  this  section  for  that  month  on  the  basis  of  such 
wages  and  self-employment  income,  that  individual's  benefit 
amount  for  that  month,  prior  to  reduction  under  subsection  (k)(3), 
shall  not  be  less  than  that  provided  by  subparagraph  (C)(i)(I)  of  sec- 
tion 215(a)(1)  and  increased  under  section  215(i)  for  months  after 
[May]  November  of  the  year  in  which  the  insured  individual  died 
as  though  such  benefit  were  a  primary  insurance  amount. 

(2)  In  the  case  of  any  such  individual  who  is  entitled  to  a  month- 
ly benefit  under  subsection  (e)  or  (f),  such  individual's  benefit 
amount,  after  reduction  under  subsection  (q)(l),  shall  be  not  less 
than — 

(A)  $84.50,  if  his  first  month  of  entitlement  to  such  benefit  is 
the  month  in  which  such  individual  attained  age  62  or  a  subse- 
quent month,  or 

(B)  $84.50  reduced  under  subsection  (q)(l)  as  if  retirement 
age  as  specified  in  subsection  [(q)(6)(A)(ii)]  (q)(6)(B)  were  age 
62  instead  of  the  age  specified  in  subsection  (q)(9),  if  his  first 
month  of  entitlement  to  such  benefit  is  before  the  month  in 
which  he  attained  age  62. 

(3)  In  the  case  of  any  individual  whose  benefit  amount  was  com- 
puted (or  recomputed)  under  the  provisions  of  paragraph  (2)  and 
such  individual  was  entitled  to  benefits  under  subsection  (e)  or  (f) 
for  a  month  prior  to  any  month  after  1972  for  which  a  general 
benefit  increase  under  this  title  (as  defined  in  section  215(i)(3))  or  a 
benefit  increase  under  section  215(i)  becomes  effective,  the  benefit 
amount  of  such  individual  as  computed  under  paragraph  (2)  with- 
out regard  to  the  reduction  specified  in  subparagraph  (B)  thereof 
shall  be  increased  by  the  percentage  increase  applicable  for  such 
benefit  increase,  prior  to  the  application  of  subsection  (q)(l)  pursu- 
ant to  paragraph  (2)(B)  and  subsection  (q)(4). 

REDUCTION  OF  BENEFIT  AMOUNTS  FOR  CERTAIN  BENEFICIARIES 

(q)(l)  If  the  first  month  for  which  an  individual  is  entitled  to  an 
old-age,  wife's,  husband's,  widow's,  or  widower's  insurance  benefit 
is  a  month  before  the  month  in  which  such  individual  attains  re- 
tirement age,  the  amount  of  such  benefit  for  such  month  and  for 
any  subsequent  month  shall,  subject  to  the  succeeding  paragraphs 
of  this  subsection,  be  reduced  by — 

(A)  %  of  1  percent  of  such  amount  if  such  benefit  is  an  old- 
age  insurance  benefit,  2%6  of  1  percent  of  such  amount  if  such 
benefit  is  a  wife's  or  husband's  insurance  benefit,  or         of  1 
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percent  of  such  amount  if  such  benefit  is  a  widow's  or  widow- 
er's insurance  benefit,  multiplied  by — 

(B)(i)  the  number  of  months  in  the  reduction  period  for  such 
benefit  (determined  under  paragraph  (6) [(A) J),  if  such  benefit 
is  for  a  month  before  the  month  in  which  such  individual  at- 
tains retirement  age,  or 

(ii)  if  less,  the  number  of  such  months  in  the  adjusted  reduc- 
tion period  for  such  benefit  (determined  under  paragraph  (7)), 
if  such  benefit  is  (I)  for  the  month  in  which  such  individual  at- 
tains age  62,  or  (II)  for  the  month  in  which  such  individual  at- 
tains retirement  age[; 
[and  in  the  case  of  a  widow  or  widower  whose  first  month  of  enti- 
tlement to  a  widow's  or  widower's  insurance  benefit  is  a  month 
before  the  month  in  which  such  widow  or  widower  attains  age  60, 
such  benefit,  reduced  pursuant  to  the  preceding  provisions  of  this 
paragraph  (and  before  the  application  of  the  second  sentence  of 
paragraph  (8)),  shall  be  further  reduced  by — 

[(C)  ^%4o  of  1  percent  of  the  amount  of  such  benefit,  multi- 
plied by — 

[(D)(i)  the  number  of  months  in  the  additional  reduction 
period  for  such  benefit  (determined  under  paragraph  (6)(B)),  if 
such  benefit  is  for  a  month  before  the  month  in  which  such  in- 
dividual attains  age  62,  or 

[(ii)  if  less,  the  number  of  months  in  the  additional  adjusted 
reduction  period  for  such  benefit  (determined  under  paragraph 
(7)),  if  such  benefit  is  for  the  month  in  which  such  individual 
attains  age  62  or  any  month  thereafter.]. 

(2)  If  an  individual  is  entitled  to  a  disability  insurance  benefit  for 
a  month  after  a  month  for  which  such  individual  was  entitled  to  an 
old-age  insurance  benefit,  such  disability  insurance  benefit  for  each 
month  shall  be  reduced  by  the  amount  such  old-age  insurance 
benefit  would  be  reduced  under  paragraphs  (1)  and  (4)  for  such 
months  had  such  individual  attained  age  65  in  the  first  month  for 
which  he  most  recently  became  entitled  to  a  disability  insurance 
benefit. 

(3)  (A)  If  the  first  month  for  which  an  individual  both  is  entitled 
to  a  wife's,  husband's,  widow's,  or  widower's  insurance  benefit  and 
has  attained  age  62  (in  the  case  of  a  wife's  or  husband's  insurance 
benefit)  or  age  50  (in  the  case  of  a  widow's  or  widower's  insurance 
benefit)  is  a  month  for  which  such  individual  is  also  entitled  to — 

(i)  an  old-age  insurance  benefit  (to  which  such  individual  was 
first  entitled  for  a  month  before  he  attains  age  65),  or 

(ii)  a  disability  insurance  benefit, 

then  in  lieu  of  any  reduction  under  paragraph  (1)  (but  subject  to 
the  succeeding  paragraphs  of  this  subsection)  such  wife's,  hus- 
band's, widow's,  or  widower's  insurance  benefit  for  each  month 
shall  be  reduced  as  provided  in  subparagraph  (B),  (C),  or  (D). 

(B)  For  any  month  for  which  such  individual  is  entitled  to  an  old- 
age  insurance  benefit  and  is  not  entitled  to  a  disability  insurance 
benefit,  such  individual's  wife's,  or  husband's  insurance  benefit 
shall  be  reduced  by  the  sum  of— 

(i)  the  amount  by  which  such  old-age  insurance  benefit  is  re- 
duced under  paragraph  (1)  for  such  month,  and 
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(ii)  the  amount  by  which  such  wife's  or  husband's  insurance 
benefit  would  be  reduced  under  paragraph  (1)  for  such  month 
if  it  were  equal  to  the  excess  of  such  wife's  or  husband's  insur- 
ance benefit  (before  reduction  under  this  subsection)  over  such 
old-age  insurance  benefit  (before  reduction  under  this  subsec- 
tion). 

(C)  For  any  month  for  which  such  individual  is  entitled  to  a  dis- 
ability insurance  benefit,  such  individual's  wife's  husband's, 
widow's,  or  widower's  insurance  benefit  shall  be  reduced  by  the 
sum  of — 

(i)  the  amount  by  which  such  disability  insurance  benefit  is 
reduced  under  paragraph  (2)  for  such  month  (if  such  paragraph 
applied  to  such  benefit),  and 

(ii)  the  amount  by  which  such  wife's,  husband's,  widow's,  or 
widower's  insurance  benefit  would  be  reduced  under  paragraph 
(1)  for  such  month  if  it  were  equal  to  the  excess  of  such  wife's, 
husband's,  widow's,  or  widower's  insurance  benefit  (before  re- 
duction under  this  subsection)  over  such  disability  insurance 
benefit  (before  reduction  under  this  subsection). 

(D)  For  any  month  for  which  such  individual  is  entitled  neither 
to  an  old-age  insurance  benefit  nor  to  a  disability  insurance  bene- 
fit, such  individual's  wife's,  husband's,  widow's,  or  widower's  insur- 
ance benefit  shall  be  reduced  by  the  amount  by  which  it  would  be 
reduced  under  paragraph  (1). 

(E)  If  the  first  month  for  which  an  individual  is  entitled  to  an 
old-age  insurance  benefit  (whether  such  first  month  occurs  before, 
with,  or  after  the  month  in  which  such  individual  attains  the  age 
of  65)  is  a  month  for  which  such  individual  is  also  (or  would,  but 
for  subsection  (e)(1)  in  the  case  of  a  widow  or  surviving  divorced 
wife  or  subsection  (f)(1)  in  the  case  of  a  widower  or  surviving  di- 
vorced husband,  be)  entitled  to  a  widow's  or  widower's  insurance 
benefit  to  which  such  individual  was  first  entitled  for  a  month 
before  she  or  he  attained  retirement  age,  then  such  old-age  insur- 
ance benefit  shall  be  reduced  by  whichever  of  the  following  is  the 
larger: 

(i)  the  amount  by  which  (but  for  this  subparagraph)  such  old- 
age  insurance  benefit  would  have  been  reduced  under  para- 
graph (1),  or 

(ii)  the  amount  equal  to  the  sum  of  (I)  the  amount  by  which 
such  widow's  or  widower's  insurance  benefit  would  be  reduced 
under  paragraph  (1)  if  the  period  specified  in  paragraph 
(6)  [(A)]  ended  with  the  month  before  the  month  in  which  she 
or  he  attained  age  62  and  (II)  the  amount  by  which  such  old- 
age  insurance  benefit  would  be  reduced  under  paragraph  (1)  if 
it  were  equal  to  the  excess  of  such  old-age  insurance  benefit 
(before  reduction  under  this  subsection)  over  such  widow's  or 
widower's  insurance  benefit  (before  reduction  under  this  sub- 
section). 

(F)  If  the  first  month  for  which  an  individual  is  entitled  to  a  dis- 
ability insurance  benefit  (when  such  first  month  occurs  with  or 
after  the  month  in  which  such  individual  attains  the  age  of  62)  is  a 
month  for  which  such  individual  is  also  (or  would,  but  for  subsec- 
tion (e)(1)  in  the  case  of  a  widow  or  surviving  divorced  wife  or  sub- 
section (f)(1)  in  the  case  of  a  widower  or  surviving  divorced  hus- 
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band,  be)  entitled  to  a  widow's  or  widower's  insurance  benefit  to 
which  such  individual  was  first  entitled  for  a  month  before  she  or 
he  attained  retirement  age,  then  such  disability  insurance  benefit 
shall  be  reduced  by  whichever  of  the  following  is  the  larger: 

(i)  the  amount  by  which  (but  for  this  subparagraph)  such  dis- 
ability insurance  benefit  would  have  been  reduced  under  para- 
graph (1),  or 

(ii)  the  amount  equal  to  the  sum  of  (I)  the  amount  by  which 
such  widow's  or  widower's  insurance  benefit  would  be  reduced 
under  paragraph  (1)  if  the  period  specified  in  paragraph 
(6)  [(A) J  ended  with  the  month  before  the  month  in  which  she 
or  he  attained  age  62  and  (II)  the  amount  by  which  such  dis- 
ability insurance  benefit  would  be  reduced  under  paragraph  (2) 
if  it  were  equal  to  the  excess  of  such  disability  insurance  bene- 
fit (before  reduction  under  this  subsection)  over  such  widow's 
or  widower's  insurance  benefit  (before  reduction  under  this 
subsection). 

(G)  If  the  first  month  for  which  an  individual  is  entitled  to  a  dis- 
ability insurance  benefit  (when  such  first  month  occurs  before  the 
month  in  which  such  individual  attains  the  age  of  62)  is  a  month 
for  which  such  individual  is  also  (or  would,  but  for  subsection  (e)(1) 
in  the  case  of  a  widow  or  surviving  divorced  wife  or  subsection  (f)(1) 
in  the  case  of  widower  or  surviving  divorced  husband,  be)  entitled 
to  a  widow's  or  widower's  insurance  benefit,  then  such  disability  in- 
surance benefit  for  each  month  shall  be  reduced  by  the  amount 
such  widow's  or  widower's  insurance  benefit  would  be  reduced 
under  paragraphs  (1)  and  (4)  for  such  month  as  if  the  period  speci- 
fied in  [paragraph  (6)(A)  (or,  if  such  paragraph  does  not  apply,  the 
period  specified  in  paragraph  (6)(B))]  paragraph  (6)  ended  with  the 
month  before  the  first  month  for  which  she  or  he  most  recently 
became  entitled  to  a  disability  insurance  benefit. 

(H)  Notwithstanding  subparagraph  (A)  of  this  paragraph,  if  the 
first  month  for  which  an  individual  is  entitled  to  a  widow's  or  wid- 
ower's insurance  benefit  is  a  month  for  which  such  individual  is 
also  entitled  to  an  old-age  insurance  benefit  to  which  such  individu- 
al was  first  entitled  for  that  month  or  for  a  month  before  she  or  he 
became  entitled  to  a  widow's  or  widower's  benefit,  the  reduction  in 
such  widow's  or  widower's  insurance  benefit  shall  be  determined 
under  paragraph  (1). 

(4)  If- 

(A)  an  individual  is  or  was  entitled  to  a  benefit  subject  to  re- 
duction under  paragraph  (1)  or  (3)  of  this  subsection,  and 

(B)  such  benefit  is  increased  by  reason  of  an  increase  in  the 
primary  insurance  amount  of  the  individual  on  whose  wages 
and  self-employment  income  such  benefit  is  based, 

then  the  amount  of  the  reduction  of  such  benefit  (after  the  applica- 
tion of  any  adjustment  under  paragraph  (7))  for  each  month  begin- 
ning with  the  month  of  such  increase  in  the  primary  insurance 
amount  shall  be  computed  under  paragraph  (1)  or  (3),  whichever 
applies,  as  though  the  increased  primary  insurance  amount  had 
been  in  effect  for  and  after  the  month  for  which  the  individual  first 
became  entitled  to  such  monthly  benefit  reduced  under  such  para- 
graph (1)  or  (3). 
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(5)(A)  No  wife's  or  husband's  insurance  benefit  shall  be  reduced 
under  this  subsection — 

(i)  for  any  month  before  the  first  month  for  which  there  is  in 
effect  a  certificate  filed  by  him  or  her  with  the  Secretary,  in 
accordance  with  regulations  prescribed  by  him,  in  which  he  or 
she  elects  to  receive  wife's  or  husband's  insurance  benefits  re- 
duced as  provided  in  this  subsection,  or 

(ii)  for  any  month  in  which  he  or  she  has  in  his  or  her  care 
(individually  or  jointly  with  the  person  on  whose  wages  and 
self-employment  income  [her]  the  wife's  or  husband's  insur- 
ance benefit  is  based)  a  child  of  such  person  entitled  to  child's 
insurance  benefits. 

(B)  Any  certificate  described  in  subparagraph  (A)(i)  shall  be  effec- 
tive for  purposes  of  this  subsection  (and  for  purposes  of  preventing 
deductions  under  section  203(c)(2)) — 

(i)  for  the  month  in  which  it  is  filed  and  for  any  month 
thereafter,  and 

(ii)  for  months,  in  the  period  designated  by  [the  woman] 
the  individual  filing  such  certificate,  of  one  or  more  consecu- 
tive months  (not  exceeding  12)  immediately  preceding  the 
month  in  which  such  certificate  is  filed; 

except  that  such  certificate  shall  not  be  effective  for  any  month 
before  the  month  in  which  he  or  she  attains  age  62,  nor  shall  it  be 
effective  for  any  month  to  which  subparagraph  (A)(ii)  applies. 

(C)  If  [a  woman]  an  individual  does  not  have  in  his  or  her  care 
a  child  described  in  subparagraph  (A)(ii)  in  the  first  month  for 
which  he  or  she  is  entitled  to  a  wife's  or  husband's  insurance  bene- 
fits, and  if  such  first  month  is  a  month  before  the  month  in  which 
he  or  she  attains  age  65,  he  or  she  shall  be  deemed  to  have  filed  in 
such  first  month  the  certificate  described  in  subparagraph  (A)(i). 

(D)  No  widow's  or  widower's  insurance  benefit  for  a  month  in 
which  he  or  she  has  in  his  or  her  care  a  child  of  his  or  her  deceased 
[husband]  spouse  (or  deceased  former  husband)  entitled  to  child's 
insurance  benefits  shall  be  reduced  under  this  subsection  below  the 
amount  to  which  he  or  she  would  have  been  entitled  had  he  or  she 
been  entitled  for  such  month  to  mother's  or  father's  insurance 
benefits  on  the  basis  of  his  or  her  deceased  [husband's]  spouse's 
(or  deceased  former  [husband's]  spouse's)  wages  and  self-employ- 
ment  income. 

[(6)  For  the  purposes  of  this  subsection — 

[(A)  the  ''reduction  period"  for  an  individual's  old-age, 
wife's,  husband's,  widow's,  or  widower's  insurance  benefit  is 
the  period — 

[(i)  beginning — 

[(I)  in  the  case  of  an  old-age  or  husband's  insurance 
benefit,  with  the  first  day  of  the  first  month  for  which 
such  individual  is  entitled  to  such  benefit,  or 

[(II)  in  the  case  of  a  wife's  insurance  benefit,  with 
the  first  day  of  the  first  month  for  which  a  certificate 
described  in  paragraph  (5)(A)(i)  is  effective,  or 

[(III)  in  the  case  of  a  widow's  or  widower's  insur- 
ance benefit,  with  the  first  day  of  the  first  month  for 
which  such  individual  is  entitled  to  such  benefit  or  the 
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first  day  of  the  month  in  which  such  individual  at- 
tains age  60,  whichever  is  the  later,  and 
[(ii)  ending  with  the  last  day  of  the  month  before  the 

month  in  which  such  individual  attains  retirement  age; 

and 

[(B)  the  ''additional  reduction  period"  for  an  individual's 
widow's,  or  widower's  insurance  benefit  is  the  period — 

[(i)  beginning  with  the  first  day  of  the  first  month  for 
which  such  individual  is  entitled  to  such  benefit,  but  only 
if  such  individual  has  not  attained  age  60  in  such  first 
month,  and 

[(ii)  ending  with  the  last  day  of  the  month  before  the 
month  in  which  such  individual  attains  age  60.] 

(6)  For  purposes  of  this  subsection,  the  ^'reduction  period'^  for  an 
individuaVs  old-age,  wife's,  husband's,  widow's,  or  widower's  insur- 
ance benefit  is  the  period — 

(A)  beginning — 

(i)  in  the  case  of  an  old-age  insurance  benefit,  with  the 
first  day  of  the  first  month  for  which  such  individual  is 
entitled  to  such  benefit, 

(ii)  in  the  case  of  a  wife's  or  husband's  insurar  ce  benefit, 
with  the  first  day  of  the  first  month  for  which  a  certificate 
described  in  paragraph  (5)(A)(i)  is  effective,  or 

(Hi)  in  the  case  of  a  widow's  or  widower's  insurance  bene- 
fit, with  the  first  day  of  the  first  month  for  which  such  in- 
dividual is  entitled  to  such  benefit  or  the  first  day  of  the 
month  in  which  such  individual  attains  age  60,  whichever 
is  the  later,  and 

(B)  ending  with  the  last  day  of  the  month  before  the  month 
in  which  such  individual  attains  retirement  age. 

[(7)  For  purposes  of  this  subsection  the  ''adjusted  reduction 
period"  for  an  individual's  old-age,  wife's,  husband's,  widow's,  or 
widower's  insurance  benefit  is  the  reduction  period  prescribed  in 
paragraph  (6)(A)  for  such  benefit,  and  the  "additional  adjusted  re- 
duction period"  for  an  individual's,  widow's,  or  widower's  insurance 
benefit  is  the  additional  reduction  period  prescribed  by  paragraph 
(6)(B)  for  such  benefit,  excluding  from  each  such  period — ] 

(7)  For  purposes  of  this  subsection,  the  "adjusted  reduction 
period"  for  an  individual's  old-age,  wife's,  husband's,  widow's,  or 
widower's  insurance  benefit  is  the  reduction  period  prescribed  in 
paragraph  (6)  for  such  benefit,  excluding — 

(A)  any  month  in  which  such  benefit  was  subject  to  deduc- 
tions under  section  203(b),  203(c)(1),  203(d)(1),  or  222(b), 

(B)  in  the  case  of  wife's  or  husband's  insurance  benefits,  any 
month  in  which  [she]  such  individual  had  in  his  or  her  care 
(individually  or  jointly  with  the  person  on  whose  wages  and 
self-employment  income  such  benefit  is  based)  a  child  of  such 
person  entitled  to  child's  insurance  benefits, 

(C)  in  the  case  of  wife's  or  husband's  insurance  benefits,  any 
month  for  which  such  individual  was  not  entitled  to  such  bene- 
fits because  of  the  occurrence  of  an  event  that  terminated  her 
or  his  entitlements  to  such  benefits, 
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(D)  in  the  case  of  widow's  or  widower's  insurance  benefits, 
any  month  in  which  the  reduction  in  the  amount  of  such  bene- 
fit was  determined  under  paragraph  (5)(D), 

(E)  in  the  case  of  widow's  or  widower's  insurance  benefits, 
any  month  before  the  month  in  which  she  or  he  attained  age 
62,  and  also  for  any  later  month  before  the  month  in  which  he 
attained  retirement  age,  for  which  she  or  he  was  not  entitled 
to  such  benefit  because  of  the  occurrence  of  an  event  that  ter- 
minated her  or  his  entitlement  to  such  benefits,  and 

(F)  in  the  case  of  old-age  insurance  benefits,  any  month  for 
which  such  individual  was  entitled  to  a  disability  insurance 
benefit. 

(8)  This  subsection  shall  be  applied  after  reduction  under  section 
203(a)  and  before  application  of  section  215(g).  If  the  amount  of  any 
reduction  computed  under  paragraph  (1),  (2),  or  (3)  is  not  a  multiple 
of  $0.10,  it  shall  be  increased  to  the  next  higher  multiple  of  $0.10. 

(9)  For  purposes  of  this  subsection,  the  term  ''retirement  age" 
means  age  65. 

(10)  For  purposes  of  applying  paragraph  (4),  with  respect  to 
monthly  benefits  payable  for  any  month  after  December  1977  to  an 
individual  who  was  entitled  to  a  monthly  benefit  as  reduced  under 
paragraph  (1)  or  (3)  prior  to  January  1978,  the  amount  of  reduction 
in  such  benefit  for  the  first  month  for  which  such  benefit  is  in- 
creased by  reason  of  an  increase  in  the  primary  insurance  amount 
of  the  individual  on  whose  wages  and  self-employment  income  such 
benefit  is  based  and  for  all  subsequent  months  (and  similarly  for 
all  subsequent  increases)  shall  be  increased  by  a  percentage  equal 
to  the  percentage  increase  in  such  primary  insurance  amount  (such 
increase  being  made  in  accordance  with  the  provisions  of  para- 
graph (8)).  In  the  case  of  an  individual  whose  reduced  benefit  under 
this  section  is  increased  as  a  result  of  the  use  of  an  adjusted  reduc- 
tion period  [or  an  additional  adjusted  reduction  period]  (in  ac- 
cordance with  paragraphs  (1)  and  (3)  of  this  subsection),  then  for 
the  first  month  for  which  such  increase  is  effective,  and  for  all  sub- 
sequent months,  the  amount  of  such  reduction  (after  the  applica- 
tion of  the  previous  sentence,  if  applicable)  shall  be  determined— 

(A)  in  the  case  of  old-age,  wife's,  and  husband's  insurance 
benefits,  by  multiplying  such  amount  by  the  ratio  of  (i)  the 
number  of  months  in  the  adjusted  reduction  period  to  (ii)  the 
number  of  months  in  the  reduction  period, 

(B)  in  the  case  of  widow's  and  widower's  insurance  benefits 
for  the  month  in  which  such  individual  attains  age  62,  by  mul- 
tiplying such  amount  by  the  ratio  of  (i)  the  number  of  months 
in  the  reduction  period  beginning  with  age  62  multiplied  by  ^^Ao 
of  1  percent,  plus  the  number  of  months  in  the  adjusted  re- 
duction period  prior  to  age  62  multiplied  by  ^^40  of  1  percent 
[,  plus  the  number  of  months  in  the  adjusted  additional  reduc- 
tion period  multiplied  by  ^^/2ao  of  1  percent]  to  (ii)  the  number 
of  months  in  the  reduction  period  multiplied  by  ^^40  of  1  per- 
cent, [plus  the  number  of  months  in  the  additional  reduction 
period  multiplied  by  ^^^240  of  1  percent,]  and 

(C)  in  the  case  of  widow's  and  widower's  insurance  benefits 
for  the  month  in  which  such  individual  attains  age  65,  by  mul- 
tiplying such  amount  by  the  ratio  of  (i)  the  number  of  months 
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in  the  adjusted  reduction  period  multplied  by  ^Vao  of  1  percent 
[,  plus  the  number  of  months  in  the  adjusted  additional  reduc- 
tion period  multiplied  by  ^^240  of  1  percent]  to  (ii)  the  number 
of  months  in  the  reduction  period  beginning  with  age  62  multi- 
plied by  ^^40  of  1  percent,  plus  the  number  of  months  in  the 
adjusted  reduction  period  prior  to  age  62  multiplied  by  ^^40  of 
1  percent,  [plus  the  number  of  months  in  the  adjusted  addi- 
tional reduction  period  multiplied  by  *V24o  of  1  percent.  3 

such  determination  being  made  in  accordance  with  the  provisions 

of  paragraph  (8). 

******* 

CHILD  OVER  SPECIFIED  AGE  TO  BE  DISREGARDED  FOR  CERTAIN  BENEFIT 
PURPOSES  UNLESS  DISABLED 

(s)(l)  For  the  purposes  of  subsections  (b)(1),  (cXV,  (g)(1),  (q)(5),  and 
(q)(7)  of  this  section  and  paragraphs  (2),  (3),  and  (4)  of  section  203(c), 
a  child  who  is  entitled  to  child's  insurance  benefits  under  subsec- 
tion (d)  for  any  month,  and  who  has  attained  the  age  of  16  but  is 
not  in  such  month  under  a  disability  (as  defined  in  section  223(d)), 
shall  be  deemed  not  entitled  to  such  benefits  for  such  month, 
unless  he  was  under  such  a  disability  in  the  third  month  before 
such  month. 

(2)  [Subsection  (f)(4),  and  so  much  of  subsections  (b)(3),  (d)(5), 
(e)(3),  (g)(3),  and  (h)(4)]  So  much  of  subsections  (b)(S),  (c)aX  (d)(5X 
(g)(S),  and  (h)(4)  of  this  section  as  precedes  the  semicolon,  shall  not 
apply  in  the  case  of  any  child  unless  such  child,  at  the  time  of  the 
marriage  referred  to  therein,  was  under  a  disability  (as  defined  in 
section  223(d))  or  had  been  under  such  a  disability  in  the  third 
month  before  the  month  in  which  such  marriage  occurred. 

(3)  [So  much  of  subsections  (b)(3),  (d)(5),  (e)(3),  (g)(3),  and  (h)(4)  of 
this  section  as  follows  the  semicolon,  the  last  sentence]  The  last 
sentence  of  subsection  (c)  of  section  203,  subsection  (f)(lXC)  of  sec- 
tion 203,  and  subsections  (b)(3)(B),  (c)(6)(B),  (f)(3)(B),  and  (g)(6)(B)  of 
section  216  shall  not  apply  in  the  case  of  any  child  with  respect  to 
any  month  referred  to  therein  unless  in  such  month  or  the  third 
month  prior  thereto  such  child  was  under  a  disability  (as  defined  in 
section  223(d)). 

INCREASE  IN  OLD-AGE  INSURANCE  BENEFIT  AMOUNTS  ON  ACCOUNT  OF 
DELAYED  RETIREMENT 

(w)(l)  The  amount  of  an  old-age  insurance  benefit  (other  than  a 
benefit  based  on  a  primary  insurance  amount  determined  under 
section   215(a)(3)   as   in   effect   in   December   1978   or  section 
215(a)(l)(C)(i)  as  in  effect  thereafter)  which  is  payable  without 
regard  to  this  subsection  to  an  individual  shall  be  increased  by — 
[(A)  Via  of  1  percent  of  such  amount,  or,  in  the  case  of  an 
individual  who  first  becomes  eligible  for  an  old-age  insurance 
benefit  after  December  1978,  one-quarter  of  1  percent  of  such 
amount,  multiplied  by] 

(A)  the  applicable  percentage  (as  determined  under  paragraph 
(6))  of  such  amount,  multiplied  by 
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(B)  the  number  (if  any)  of  the  increment  months  for  such  in- 
dividual. 

(2)  For  purposes  of  this  subsection,  the  number  of  increment 
months  for  any  individual  shall  be  a  number  equal  to  the  total 
number  of  the  months — 

(A)  which  have  elapsed  after  the  month  before  the  month  in 
which  such  individual  attained  age  65  or  (if  later)  December 
1970  and  prior  to  the  month  in  which  such  individual  attained 
age  [72],  70,  and 

(B)  with  respect  to  which — 

(i)  such  individual  was  a  fully  insured  individual  (as  de- 
fined in  section  214(a)),  and 

(ii)  such  individual  either  was  not  entitled  to  an  old-age 
insurance  benefit  or  suffered  deductions  under  section 
203(b)  or  203(c)  in  amounts  equal  to  the  amount  of  such 
benefit. 

(3)  For  purposes  of  applying  the  provisions  of  paragraph  (1),  a  de- 
termination shall  be  made  under  paragraph  (2)  for  each  year,  be- 
ginning with  1972,  of  the  total  number  of  an  individual's  increment 
months  through  the  year  for  which  the  determination  is  made  and 
the  total  so  determined  shall  be  applicable  to  such  individual's  old- 
age  insurance  benefits  beginning  with  benefits  for  January  of  the 
year  following  the  year  for  which  such  determination  is  made; 
except  that  the  total  number  applicable  in  the  case  of  an  individual 
who  attains  [age  72  after  1972]  age  70  shall  be  determined 
through  the  month  before  the  month  in  which  he  attains  such  age 
and  shall  be  applicable  to  his  old-age  insurance  benefit  beginning 
with  the  month  in  which  he  attains  such  age. 

(4)  This  subsection  shall  be  applied  after  reduction  under  section 
203(a). 

(5)  If  an  individual's  primary  insurance  amount  is  determined 
under  paragraph  (3)  of  section  215(a)  as  in  effect  in  December  1978, 
or  section  215(a)(l)(C)(i)  as  in  effect  thereafter,  and,  as  a  result  of 
this  subsection,  he  would  be  entitled  to  a  higher  old-age  insurance 
benefit  if  his  primary  insurance  amount  were  determined  under 
section  215(a)  (whether  before,  in,  or  after  December  1978)  without 
regard  to  such  paragraph,  such  individual's  old-age  insurance  bene- 
fit based  upon  his  primary  insurance  amount  determined  under 
such  paragraph  shall  be  increased  by  an  amount  equal  to  the  dif- 
ference between  such  benefit  and  the  benefit  to  which  he  would  be 
entitled  if  his  primary  insurance  amount  were  determined  under 
such  section  without  regard  to  such  paragraph. 

(6)  For  purposes  of  paragraph  (1)(A),  the  ''applicable  percentage'' 
is — 

(A)  Vi2  of  1  percent  in  the  case  of  an  individual  who  first  be- 
comes eligible  for  an  old-age  insurance  benefit  in  any  calendar 
year  before  1979; 

(B)  V4  of  1  percent  in  the  case  of  an  individual  who  first  be- 
comes eligible  for  an  old-age  insurance  benefit  in  any  calendar 
year  after  1978  and  before  1987; 

(C)  in  the  case  of  an  individual  who  first  becomes  eligible  for 
an  old-age  insurance  benefit  in  a  calendar  year  after  1986  and 
before  2005,  a  percentage  equal  to  the  applicable  percentage  in 
effect  under  this  paragraph  for  persons  who  first  became  eligi- 
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ble  for  an  old-age  insurance  benefit  in  the  preceding  calendar 
year  (as  increased  pursuant  to  this  subparagraph),  plus  V24  of  1 
percent  if  the  calendar  year  in  which  that  particular  individual 
first  becomes  eligible  for  such  benefit  is  not  evenly  divisble  by  2; 
and 

(D)  %  of  1  percent  in  the  case  of  an  individual  who  first  be- 
comes eligible  for  an  old-age  insurance  benefit  in  a  calendar 
year  after  200^. 

REDUCTION  OF  INSURANCE  BENEFITS 
MAXIMUM  BENEFITS 

Sec.  203.  (a)(1)  In  the  case  of  an  individual  whose  primary  insur- 
ance amount  has  been  computed  or  recomputed  under  section 
215(a)(1)  or  (4),  or  section  215(d),  as  in  effect  after  December  1978, 
the  total  monthly  benefits  to  which  beneficiaries  may  be  entitled 
under  section  202  or  223  for  a  month  on  the  basis  of  the  wages  and 
self-employment  income  of  such  individual  shall,  except  as  pro- 
vided by  paragraphs  (3)  and  (6)  (but  prior  to  any  increases  resulting 
from  the  application  of  paragraph  (2)(A)(ii)(III)  of  section  215(i)),  be 
reduced  as  necessary  so  as  not  to  exceed — 

(A)  150  percent  of  such  individual's  primary  insurance 
amount  to  the  extent  that  it  does  not  exceed  the  amount  estab- 
lished with  respect  to  this  subparagraph  by  paragraph  (2), 

(B)  272  percent  of  such  individual's  primary  insurance 
amount  to  the  extent  that  it  exceeds  the  amount  established 
with  respect  to  subparagraph  (A)  but  does  not  exceed  the 
amount  established  with  respect  to  this  subparagraph  by  para- 
graph (2), 

(C)  134  percent  of  such  individual's  primary  insurance 
amount  to  the  extent  that  it  exceeds  the  amount  established 
with  respect  to  subparagraph  (B)  but  does  not  exceed  the 
amount  established  with  respect  to  this  subparagraph  by  para- 
graph (2),  and 

(D)  175  percent  of  such  individual's  primary  insurance 
amount  to  the  extent  that  it  exceeds  the  amount  established 
with  respect  to  subparagraph  (C). 

Any  such  amount  that  is  not  a  multiple  of  $0.10  shall  be  decreased 
to  the  next  lower  multiple  of  $0.10. 

(2)(A)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  so  eligi- 
ble for  such  benefits),  in  the  calendar  year  1979,  the  amounts  estab- 
lished with  respect  to  subparagraphs  (A),  (B),  and  (C)  of  paragraph 
(1)  shall  be  $230,  $332,  and  $433,  respectively. 

(B)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  so  eligi- 
ble for  such  benefits),  in  any  calendar  year  after  1979,  each  of  the 
amounts  so  established  shall  equal  the  product  of  the  correspond- 
ing amount  established  for  the  calendar  year  1979  by  subparagraph 
(A)  of  this  paragraph  and  the  quotient  obtained  under  subpara- 
graph (B)(ii)  of  section  215(a)(1),  with  such  product  being  rounded  in 
the  manner  prescribed  by  section  215(a)(l)(B)(iii). 
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(C)  In  each  calendar  year  after  1978  the  Secretary  shall  publish 
in  the  Federal  Register,  on  or  before  November  1,  the  formula 
which  (except  as  provided  in  section  215(i)(2)(D))  is  to  be  applicable 
under  this  paragraph  to  individuals  who  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  eligi- 
ble for  such  benefits),  in  the  following  calendar  year. 

(D)  A  year  shall  not  be  counted  as  the  year  of  an  individual's 
death  or  eligibility  for  purposes  of  this  paragraph  or  paragraph  (8) 
in  any  case  where  such  individual  was  entitled  to  a  disability  insur- 
ance benefit  for  any  of  the  12  months  immediately  preceding  the 
month  of  such  death  or  eligibility  (but  there  shall  be  counted  in- 
stead the  year  of  the  individual's  eligibility  for  the  disability  insur- 
ance benefits  to  which  he  was  entitled  during  such  12  months). 

(3)(A)  When  an  individual  who  is  entitled  to  benefits  on  the  basis 
of  the  wages  and  self-employment  income  of  any  insured  individual 
and  to  whom  this  subsection  applies  would  (but  for  the  provisions 
of  section  202(k)(2)(A))  be  entitled  to  child's  insurance  benefits  for  a 
month  on  the  basis  of  the  wages  and  self-employment  income  of 
one  or  more  other  insured  individuals,  the  total  monthly  benefits 
to  which  all  beneficiaries  are  entitled  on  the  basis  ^  ^  ^  of  such 
wages  and  self-employment  income  shall  not  be  reduced  under  this 
subsection  to  less  than  the  smaller  of— 

(i)  the  sum  of  the  maximum  amounts  of  benefits  payable  on 
the  basis  of  the  wages  and  self-employment  income  of  all  such 
insured  individuals,  or 

[(ii)  an  amount  equal  to  the  product  of  1.75  and  the  primary 
insurance  amount  that  would  be  computed  under  section 
215(a)(1)  for  that  month  with  respect  to  average  indexed 
monthly  earnings  equal  to  one-twelfth  of  the  contribution  and 
benefit  base  determined  for  that  year  under  section  230.] 

(iij  an  amount  (I)  initially  equal  to  the  product  of  1.75  and 
the  primary  insurance  amount  that  would  be  computed  under 
section  215(a)(1),  for  January  of  the  year  determined  for  pur- 
poses of  this  clause  under  the  following  two  sentences,  with  re- 
spect to  average  indexed  monthly  earnings  equal  to  one-twelfth 
of  the  contribution  and  benefit  base  determined  for  that  year 
under  section  230,  and  (II)  thereafter  increased  in  accordance 
with  the  provisions  of  section  215(i)(2)(A)(ii). 
The  year  established  for  purposes  of  clause  (ii)  shall  be  1983  or,  if  it 
occurs  later  with  respect  to  any  individual,  the  year  in  which  oc- 
curred the  month  that  the  application  of  the  reduction  provisions 
contained  in  this  subparagraph  began  with  respect  to  benefits  pay- 
able on  the  basis  of  the  wages  and  self-employment  income  of  the 
insured  individual.  If  for  any  month  subsequent  to  the  first  month 
for  which  clause  (ii)  applies  (with  respect  to  benefits  payable  on  the 
basis  of  the  wages  and  self-employment  income  of  the  insured  indi- 
vidual) the  reduction  under  this  subparagraph  ceases  to  apply,  then 
the  year  determined  under  the  preceding  sentence  shall  be  redeter- 
mined (for  purposes  of  any  subsequent  application  of  this  subpara- 
graph with  respect  to  benefits  payable  on  the  bcLsis  of  such  wages 
and  self-employment  income)  as  though  this  subparagraph  had  not 
been  previously  applicable. 
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(B)  When  two  or  more  persons  were  entitled  (without  the  applica- 
tion of  section  202(jXl)  and  section  223(b))  to  monthly  benefits 
under  section  202  or  223  for  January  1971  or  any  prior  month  on 
the  basis  of  the  wages  and  self-emplo)mient  income  of  such  insured 
individual  and  the  provisions  of  this  subsection  as  in  effect  for  any 
such  month  were  applicable  in  determining  the  benefit  amount  of 
any  persons  on  the  basis  of  such  wages  and  self-employment 
income,  the  total  of  benefits  for  any  month  after  January  1971 
shall  not  be  reduced  to  less  than  the  largest  of— 

(i)  the  amount  determined  under  this  subsection  without 
regard  to  this  subparagraph, 

(ii)  the  largest  amount  which  has  been  determined  for  any 
month  under  this  subsection  for  persons  entitled  to  monthly 
benefits  on  the  basis  of  such  insured  individual's  wages  and 
self-employment  income,  or 

(iii)  if  any  persons  are  entitled  to  benefits  on  the  basis  of 
such  wages  and  self-employment  income  for  the  month  before 
the  effective  month  (after  September  1972)  of  a  general  benefit 
increase  under  this  title  (as  defined  in  section  215(i)(3))  or  a 
benefit  increase  under  the  provisions  of  section  215(i),  an 
amount  equal  to  the  sum  of  amounts  derived  by  multiplying 
the  benefit  amount  determined  under  this  title  (excluding  any 
part  thereof  determined  under  section  202(w))  for  the  month 
before  each  effective  month  (including  this  subsection,  but 
without  the  application  of  section  222(b),  section  202(q),  and 
subsections  (b),  (c),  and  (d)  of  this  section),  for  each  such  person 
for  such  month,  by  a  percentage  equal  to  the  percentage  of  the 
increase  provided  under  such  benefit  increase  (with  any  such 
increased  amount  which  is  not  a  multiple  of  $0.10  being  round- 
ed to  the  next  lower  multiple  of  $0.10); 

but  in  any  such  case  (I)  subparagraph  (A)  of  this  paragraph  shall 
not  be  applied  to  such  total  of  benefits  after  the  application  of 
clause  (ii)  or  (iii),  and  (II)  if  section  202(k)(2)(A)  was  applicable  in 
the  case  of  any  such  benefits  for  a  month,  and  ceases  to  apply  for  a 
month  after  such  month,  the  provisions  of  clause  (ii)  or  (iii)  shall  be 
applied,  for  and  after  the  month  in  which  section  202(k(2)(A)  ceases 
to  apply,  as  though  subparagraph  (A)  of  this  paragraph  had  not 
been  applicable  to  such  total  of  benefits  for  the  last  month  for 
which  clause  (ii)  or  (iii)  was  applicable. 

(C)  When  any  of  such  individuals  is  entitled  to  monthly  benefits 
as  a  divorced  spouse  under  section  202(b)  or  (c)  or  as  a  surviving 
divorced  spouse  under  section  202(e)  or  (f)  for  any  month,  the  bene- 
fit to  which  he  or  she  is  entitled  on  the  basis  of  the  wages  and  self- 
employment  income  of  such  insured  individual  for  such  month 
shall  be  detemined  without  regard  to  this  subsection,  and  the  bene- 
fits of  all  other  individuals  who  are  entitled  for  such  month  to 
monthly  benefits  under  section  202  on  the  wages  and  self-employ- 
ment income  of  such  insured  individual  shall  be  determined  as  if 
no  such  divorced  spouse  or  surviving  divorced  spouse  were  entitled 
to  benefits  for  such  month. 

(4)  In  any  case  in  which  benefits  are  reduced  pursuant  to  the  pre- 
ceding provisions  of  this  subsection,  the  reduction  shall  be  made 
after  any  deductions  under  this  section  and  after  any  deductions 
under  section  222(b).  Whenever  a  reduction  is  made  under  this  sub- 
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section  in  the  total  of  monthly  benefits  to  which  individuals  are  en- 
titled for  any  month  on  the  basis  of  the  wages  and  self-employment 
income  of  an  insured  individual,  each  such  benefit  othsr  than  the 
old-age  or  disabilty  insurance  benefit  shall  be  proportionately  de- 
creased. 

(5)  Notwithstanding  any  other  provisions  of  law,  when — 

(A)  two  or  more  persons  are  entitled  to  monthly  benefits  for 
a  particular  month  on  the  basis  of  the  wages  and  self-employ- 
ment income  of  an  insured  individual  and  (for  such  particular 
month)  the  provisions  of  this  subsection  are  applicable  to  such 
monthly  benefits,  and 

(B)  such  individual's  primary  insurance  amount  is  increased 
for  the  following  month  under  any  provisions  of  this  title, 

then  the  total  of  monthly  benefits  for  all  persons  on  the  basis  of 
such  wages  and  self-employment  income  for  such  particular  month, 
as  determined  under  the  provisions  of  this  subsection,  shall  for  pur- 
poses of  determining  the  total  monthly  benefits  for  all  persons  on 
the  basis  of  such  wages  and  self-employment  income  for  months 
subsequent  to  such  particular  month  be  considered  to  have  been  in- 
creased by  the  smallest  amount  that  would  have  been  required  in 
order  to  assure  that  the  total  of  monthly  benefits  payable  on  the 
basis  of  such  wages  and  self-employment  income  for  any  such  sub- 
sequent month  will  not  be  less  (after  the  application  of  the  other 
provisions  of  this  subsection  202(q)  than  the  total  of  monthly  bene- 
fits (after  the  application  of  the  other  provisions  of  this  subsection 
and  section  202(q))  payable  on  the  basis  of  such  wages  and  self-em- 
ployment income  for  such  particular  month. 

(6)  Notwithstanding  any  of  the  preceding  provisions  of  this  sub- 
section other  than  paragraphs  (3)(A),  (3)(C),  and  (5)  (but  subject  to 
section  215(i)(2)(A)(ii),  the  total  monthly  benefits  to  which  benefici- 
aries may  be  entitled  under  sections  202  and  223  for  any  month  on 
the  basis  of  the  wages  and  self-employment  income  of  an  individual 
entitled  to  disability  insurance  benefits,  whether  or  not  such  total 
benefits  are  otherwise  subject  to  reduction  under  this  subsection 
but  after  any  reduction  under  this  subsection  which  would  other- 
wise be  applicable,  shall  be,  reduced  or  further  reduced  (before  the 
application  of  section  224)  to  the  smaller  of— 

(A)  85  percent  of  such  individual's  average  indexed  monthly 
earnings  (or  100  percent  of  his  primary  insurance  amount,  if 
larger),  or 

(B)  150  percent  of  such  individual's  primary  insurance 
amount. 

(7)  In  the  case  of  any  individual  who  is  entitled  for  any  month  to 
benefits  based  upon  the  primary  insurance  amounts  of  two  or  more 
insured  individuals,  one  or  more  of  which  primary  insurance 
amounts  were  determined  under  section  215(a)  or  215(d)  as  in  effect 
(without  regard  to  the  table  contained  therein)  prior  to  January 
1979  and  one  or  more  of  which  primary  insurance  amounts  were 
determined  under  section  215(a)(1)  or  (4),  or  section  215(d),  as  in 
effect  after  December  1978,  the  total  benefits  payable  to  that  indi- 
vidual and  all  other  individuals  entitled  to  benefits  for  that  month 
based  upon  those  primary  insurance  amounts  shall  be  reduced  to 
an  amount  equal  to  [the  product  of  1.75  and  the  primary  insur- 
ance amount  that  would  be  computed  under  section  215(a)(1)  for 
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that  month  with  respect  to  average  indexed  monthly  earnings 
equal  to  one-twelfth  of  the  contribution  and  benefit  base  deter- 
mined under  section  230  for  the  year  in  which  that  month  occurs] 
the  amount  determined  in  accordance  with  the  provisions  of  para- 
graph (3(A)(ii)  of  this  subsection,  except  that  for  this  purpose  the  ref- 
erences to  subparagraph  (A)  in  the  last  two  sentences  of  paragraph 
(S)(A)  shall  be  deemed  to  be  references  to  paragraph  (7). 

(8)  Subject  to  paragraph  (7),  this  subsection  as  in  effect  in  Decem- 
ber 1978  shall  remain  in  effect  with  respect  to  a  primary  insurance 
amount  computed  under  section  215(a)  or  (d),  as  in  effect  (without 
regard  to  the  table  contained  therein)  in  December  1978,  except 
that  a  primary  insurance  amount  so  computed  with  respect  to  an 
individual  who  first  becomes  eligible  for  an  old-age  or  disability  in- 
surance benefit,  or  dies  (before  becoming  eligible  for  such  a  bene- 
fit), after  December  1978,  shall  instead  be  governed  by  this  section 
as  in  effect  after  December  1978.  For  purposes  of  the  preceding  sen- 
tence, the  phrase  'Vounded  to  the  next  higher  multiple  of  $0.10", 
as  it  appeared  in  subsection  (a)(2)(C)  of  this  section  as  in  effect  in 
December  1978,  shall  be  deemed  to  read  "rounded  to  the  next 
lower  multiple  of  $0.10". 

(9)  When— 

(A)  one  or  more  persons  were  entitled  (without  the  applica- 
tion of  section  202(j)(l))  to  monthly  benefits  under  section  202 
for  May  1978  on  the  basis  of  the  wages  and  self-employment 
income  of  an  individual, 

(B)  the  benefit  of  at  least  one  such  person  for  June  1978  is 
increased  by  reason  of  the  amendments  made  by  section  204  of 
the  Social  Security  Amendments  of  1977,  and 

(C)  the  total  amount  of  benefits  to  which  all  such  persons  are 
entitled  under  such  section  202  are  reduced  under  the  provi- 
sions of  this  subsection  (or  would  be  so  reduced  except  for  the 
first  sentence  of  section  203(a)(4)), 

then  the  amount  of  the  benefit  to  which  each  such  person  is  enti- 
tled for  months  after  May  1978  shall  be  increased  (after  such  re- 
ductions are  made  under  this  subsection)  to  the  amount  such  bene- 
fits would  have  been  if  the  benefit  of  the  person  or  persons  referred 
to  in  subparagraph  (B)  had  not  been  so  increased. 

DEDUCTIONS  ON  ACCOUNT  OF  WORK 

Deductions,  in  amounts  and  at  such  time  or  times  as  the 
Secretary  shall  determine,  shall  be  made  from  any  payment  or 
payments  under  this  title  to  which  an  individual  is  entitled,  and 
from  any  payment  or  payments  to  which  any  other  persons  are 
entitled  on  the  basis  of  such  individual's  wages  and  self-employment 
income,  until  the  total  of  such  deductions  equals — 

i(l)](>ly)  such  individual's  benefit  or  benefits  under  section 
202  for  any  month,  and 

\i^'\(B)  if  such  individual  w£is  entitled  to  old-age  insurance 
benefits  under  section  202(a)  for  such  month,  the  benefit  or 
benefits  of  all  other  persons  for  such  month  under  section  202 
based  on  such  individual's  wages  and  self-employment  income, 
if  for  such  month  he  is  charged  with  excess  earnings,  under  the 
provisions  of  subsection  (f)  of  this  section,  equal  to  the  total  of 
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benefits  referred  to  in  clause  [(1)  and  (2)2(AJ  and  (BJ.  If  the  excess 
earnings  so  charged  are  less  than  such  total  benefits,  such  deduc- 
tions with  respect  to  such  month  shall  be  equal  only  to  the  amount 
of  such  excess  earnings.  If  a  child  who  has  attained  the  age  of  18 
and  is  entitled  to  child^s  insurance  benefits,  or  a  person  who  is  enti- 
tled to  mother's  or  father's  insurance  benefits,  is  married  to  an  in- 
dividual entitled  to  old-age  insurance  benefits  under  section  202(a), 
such  child  or  such  person,  as  the  case  may  be,  shall,  for  the  pur- 
poses of  this  subsection  and  subsection  (f),  be  deemed  to  be  entitled 
to  such  benefits  on  the  basis  of  the  wages  and  self-emplo5nnent 
income  of  such  individual  entitled  to  old-age  insurance  benefits.  If 
a  deduction  has  already  been  made  under  this  subsection  with  re- 
spect to  a  person's  benefit  or  benefits  under  section  202  for  a 
month,  he  shall  be  deemed  entitled  to  payments  under  such  section 
for  such  month  for  purposes  of  further  deductions  under  this  sub- 
section, and  for  purposes  of  charging  of  each  person's  excess  earn- 
ings under  subsection  (f),  only  to  the  extent  of  the  total  of  his  bene- 
fits remaining  after  such  earlier  deductions  have  been  made.  For 
purposes  of  this  subsubsection  and  subsection  (f)— 

L{A)2(V  an  individual  shall  be  deemed  to  be  entitled  to  pay- 
ments under  section  202  equal  to  the  amount  of  the  benefit  or 
benefits  to  which  he  is  entitled  under  such  section  after  the  ap- 
plication of  subsection  (a)  of  this  section,  but  without  the  appli- 
cation of  the  [penultimate  sentencej  first  sentence  of  para- 
graph (4)  thereof;  and 

t(B)KW  if  a  deduction  is  made  with  respect  to  an  individ- 
ual's benefit  or  benefits  under  section  202  because  of  the  occur- 
rence in  any  month  of  an  event  specified  in  subsection  (c)  or  (d) 
of  this  section  or  in  section  222(b),  such  individual  shall  not  be 
considered  to  be  entitled  to  any  benefits  under  such  section  202 
for  such  month. 

(2)  When  any  of  the  other  persons  referred  to  in  paragraph  (IXB) 
is  entitled  to  monthly  benefits  as  a  divorced  spouse  under  section 
202  (b)  or  (c)  for  any  month,  the  benefit  to  which  he  or  she  is  enti- 
tled on  the  basis  of  the  wages  and  self-employment  income  of  the 
individual  referred  to  in  paragraph  (1)  for  such  month  shall  be  de- 
termined without  regard  to  this  subsection,  and  the  benefits  of  all 
other  individuals  who  are  entitled  for  such  month  to  monthly  bene- 
fits under  section  202  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual  referred  to  in  paragraph  (1)  shall  be  de- 
termined as  if  no  such  divorced  spouse  were  entitled  to  benefits  for 
such  month. 

[deductions  on  account  t)F  NONCOVERED  WORK  OUTSIDE  THE 
UNITED  STATES  OR  FAILURE  TO  HAVE  CHILD  IN  CARE 

[(c)  Deductions,  in  such  amounts  and  at  such  time  or  times  as 
the  Secretary  shall  determine,  shall  be  made  from  any  payment  or 
pa5mients  under  this  title  to  which  an  individual  is  entitled,  until 
the  total  of  such  deductions  equals  such  individual's  benefits  or 
benefit  under  section  202  for  any  month — 

[(1)  in  which  such  individual  is  under  the  age  of  seventy^ 
and  on  seven  or  more  different  calendar  days  of  which  he  en- 
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gaged  in  noncovered  remunerative  activity  outside  the  United 
States;  or 

[(2)  in  which  such  individual,  if  a  wife  under  age  sixty-five 
entitled  to  a  wife's  insurance  benefits,  did  not  have  in  her  care 
(individually  or  jointly  with  her  husband)  a  child  of  her  hus- 
band entitled  to  a  child's  insurance  benefit  and  such  wife's  in- 
surance benefit  for  such  month  was  not  reduced  under  the  pro- 
visions of  section  202(q);  or 

[(3)  in  which  such  individual,  if  a  widow  entitled  to  a  moth- 
er's insurance  benefit,  did  not  have  in  her  care  a  child  of  her 
deceased  husband  entitled  to  a  child's  insurance  benefit;  or 

[(4)  in  which  such  individual,  if  a  surviving  divorced  mother 
entitled  to  a  mother's  insurance  benefit,  did  not  have  in  her 
care  a  child  of  her  deceased  former  husband  who  (A)  is  her  son, 
daughter,  or  legally  adopted  child  and  (B)  is  entitled  to  a 
child's  insurance  benefit  on  the  basis  of  the  wages  and  self-em- 
ployment income  of  her  deceased  former  husband. 
[For  purposes  of  paragraphs  (2),  (3),  and  (4)  of  this  subsection,  a 
child  shall  not  be  considered  to  be  entitled  to  a  child's  insurance 
benefit  for  any  month  in  which  paragraph  (1)  of  section  202(s)  ap- 
plies or  an  event  specified  in  section  222(b)  occurs  with  respect  to 
such  child.  Subject  to  paragraph  (3)  of  such  section  202(s),  no  deduc- 
tion shall  be  made  under  this  subsection  from  any  child's  insurance 
benefit  for  the  month  in  which  the  child  entitled  to  such  benefit 
attained  the  age  of  eighteen  or  any  subsequent  month;  nor  shall 
any  deduction  be  made  under  this  subsection  from  any  widow's  in- 
surance benefits  for  any  month  in  which  the  widow  or  surviving 
divorced  wife  is  entitled  and  has  not  attained  age  65  (but  only  if 
she  became  so  entitled  prior  to  attaining  age  60),  or  from  any  wid- 
ower's insurance  benefit  for  any  month  in  which  the  widower  is  en- 
titled and  has  not  attained  age  65  (but  only  if  he  became  so  entitled 
prior  to  attaining  age  60).] 

DEDUCTIONS  ON  ACCOUNT  OF  NONCOVERED  WORK  OUTSIDE  THE 
UNITED  STATES  OR  FAILURE  TO  HAVE  CHILD  IN  CARE 

(c)  Deductions,  in  such  amounts  and  at  such  time  or  times  as  the 
Secretary  shall  determine,  shall  he  made  from  any  payment  or  pay- 
ments under  this  title  to  which  an  individual  is  entitled,  until  the 
total  of  such  deductions  equals  such  individual's  benefits  or  benefit 
under  section  202  for  any  month — 

(1)  in  which  such  individual  is  under  the  age  of  seventy  and 
for  more  than  forty-five  hours  of  which  such  individual  en- 
gaged in  noncovered  remunerative  activity  outside  the  United 
States; 

(2)  in  which  such  individual,  if  a  wife  or  husband  under  age 
sixty/ five  entitled  to  a  wife's  or  husband's  insurance  benefit, 
did  not  have  in  his  or  her  care  (individually  or  jointly  with  his 
or  her  spouse)  a  child  of  such  spouse  entitled  to  a  child's  insur- 
ance benefit  and  such  wife's  or  husband's  insurance  benefit  for 
such  month  was  not  reduced  under  the  provisions  of  section 
202(q); 

(2)  in  which  such  individual,  if  a  widow  or  widower  entitled 
to  a  mother's  or  father's  insurance  benefit,  did  not  have  in  his 


224 


or  her  care  a  child  or  his  or  her  deceased  spouse  entitled  to  a 
child's  insurance  benefit;  or 

(4)  in  which  such  an  individual,  if  a  surviving  divorced 
mother  or  father  entitled  to  a  mother's  or  father's  insurance 
benefit,  did  not  have  in  his  or  her  care  a  child  or  his  or  her 
deceased  former  spouse  who  (A)  is  his  or  her  son,  daughter,  or 
legally  adopted  child  and  (B)  is  entitled  to  a  child's  insurance 
benefit  on  the  basis  of  the  wages  and  self-employment  income  of 
such  deceased  former  spouse. 
For  purposes  of  paragraphs  (2),  (3),  and  (4)  of  this  subsection,  a  child 
shall  not  be  considered  to  be  entitled  to  a  child's  insurance  benefit 
for  any  month  in  which  paragraph  (1)  of  section  202(s)  applies  or  an 
event  specified  in  section  222(b)  occurs  with  respect  to  such  child. 
Subject  to  paragraph  (3)  of  such  section  202(s),  no  deduction  shall  be 
made  under  this  subsection  from  any  child's  insurance  benefit  for 
the  month  in  which  the  child  entitled  to  such  benefit  attained  the 
age  of  eighteen  or  any  subsequent  month;  nor  shall  any  deduction  be 
made  under  this  subsection  from  any  widow 's  insurance  benefit  for 
any  month  in  which  the  widow  or  surviving  divorced  wife  is  enti- 
tled and  has  not  attained  age  65  (but  only  if  she  became  so  entitled 
prior  to  attaining  age  60),  or  from  any  widower's  insurance  benefit 
for  any  month  in  which  the  widower  or  surviving  divorced  husband 
is  entitled  and  has  not  attained  age  65  (but  only  if  he  became  so 
entitled  prior  to  attaining  age  60). 

DEDUCTIONS  FROM  DEPENDENTS'  BENEFITS  ON  ACCOUNT  OF  NON- 
COVERED  WORK  OUTSIDE  THE  UNITED  STATES  BY  OLD-AGE  INSURANCE 
BENEFICIARY 

{dd{\)(A)  Deductions  shall  be  made  from  any  wife's,  husband's,  or 
child's  insurance  benefit,  based  on  the  wages  and  self-employment 
income  of  an  individual  entitled  to  old-age  insurance  benefits,  to 
which  a  wife,  divorced  wife,  husband,  divorced  husband,  or  child  is 
entitled,  until  the  total  of  such  deductions  equals  such  wife's,  hus- 
band's, or  child's  insurance  benefit  or  benefits  under  section  202  for 
any  month  in  which  such  individual  is  under  the  age  of  seventy 
and  on  seven  or  more  different  calendar  days  of  which  he  engaged 
in  noncovered  remunerative  activity  outside  the  United  States. 

(B)  When  any  divorced  spouse  is  entitled  to  monthly  benefits 
under  section  202(b)  or  (c)  for  any  month,  the  benefit  to  which  he  or 
she  is  entitled  for  such  month  on  the  basis  of  the  wages  and  self- 
employment  income  of  the  individual  entitled  to  old-age  insurance 
benefits  referred  to  in  subparagraph  (A)  shall  be  determined  with- 
out regard  to  this  paragraph,  and  the  benefits  of  all  other  individ- 
uals who  are  entitled  for  such  for  such  month  to  monthly  benefits 
under  section  202  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual  referred  to  in  subparagraph  (A)  shall  be 
determined  as  if  no  such  divorced  spouse  were  entitled  to  benefits 
for  such  month. 

(2)  Deductions  shall  be  made  from  any  child's  insurance  benefit 
to  which  a  child  who  has  attained  the  age  of  eighteen  is  entitled,  or 
from  any  mother's  or  father's  insurance  benefit  to  which  a  person 
is  entitled,  until  the  total  of  such  deductions  equals  such  child's  in- 
surance benefit  or  benefits  or  mother's  or  father's  insurance  benefit 
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or  benefits  under  section  202  for  any  month  in  which  such  child  or 
person  entitled  to  mother's  or  father's  insurance  benefits  is  mar- 
ried to  an  individual  who  is  entitled  to  old-age  inurance  benefits 
and  on  seven  or  more  different  calendar  days  of  which  such  indi- 
vidual engaged  in  noncovered  remunerative  activity  outside  the 
United  States. 

OCCURRENCE  OF  MORE  THAN  ONE  EVENT 

(e)  If  more  than  one  of  the  events  specified  in  subsections  (c)  and 
(d)  and  section  222(b)  occurs  in  any  one  month  which  would  occa- 
sion deductions  equal  to  a  benefit  for  such  month,  only  an  amount 
equal  to  such  benefit  shall  be  deducted. 

MONTHS  TO  WHICH  EARNINGS  ARE  CHARGED 

(f)  For  purposes  of  subsection  (b) — 

(1)  The  amount  of  an  individual's  excess  earnings  (as  defined 
in  paragraph  (3))  shall  be  charged  to  months  as  follows:  There 
shall  be  charged  to  the  first  month  of  such  taxable  year  an 
amount  of  his  excess  earnings  equal  to  the  sum  of  the  pay- 
ments to  which  he  and  all  other  persons  (excluding  surviving 
spouses  referred  to  in  subsection  (h)(2))  are  entitled  for  such 
month  under  section  202  on  the  basis  of  his  wages  and  self-em- 
ployment income  (or  the  total  of  his  excess  earnings  if  such 
excess  earnings  are  less  than  such  sum),  and  the  balance,  if 
any,  of  such  excess  earnings  shall  be  charged  to  each  succeed- 
ing month  in  such  year  to  the  extent,  in  the  case  of  each  such 
month,  of  the  sum  of  the  payments  to  which  such  individual 
and  all  such  other  persons  are  entitled  for  such  month  under 
section  202  on  the  basis  of  his  wages  and  self-employment 
income,  until  the  total  of  such  excess  has  been  so  charged. 
Where  an  individual  is  entitled  to  benefits  under  section  202(a) 
and  other  persons  (excluding  divorced  spouses  referred  to  in 
subsection  (b)(2))  are  entitled  to  benefits  under  section  202(b), 
(c),  or  (d)  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual,  the  excess  earnings  of  such  individu- 
al for  any  taxable  year  shall  be  charged  in  accordance  with  the 
provisions  of  this  subsection  before  the  excess  earnings  of  such 
persons  for  a  taxable  year  are  charged  to  months  in  such  indi- 
vidual's taxable  year.  Notwithstanding  the  preceding  provi- 
sions of  this  paragraph  but  subject  to  section  202(s),  no  part  of 
the  excess  earnings  of  an  individual  shall  be  charged  to  any 
month  (A)  for  which  such  individual  was  not  entitled  to  a  bene- 
fit under  this  title,  (B)  in  which  such  individual  was  age  seven- 
ty or  over,  (C)  in  which  such  individual,  if  a  child  entitled  to 
child's  insurance  benefits,  has  attained  the  age  of  18,  (D)  for 
which  such  individual  is  entitled  to  widow's  insurance  benefits 
and  has  not  attained  age  65  (but  only  if  she  became  so  entitled 
prior  to  attaining  age  60)  or  widower's  insurance  benefits  and 
has  not  attained  age  65  (but  only  if  he  became  so  entitled  prior 
to  attaining  age  60),  (E)  in  which  such  individual  did  not 
engage  in  self-employment  and  did  not  render  services  for 
wages  (determined  as  provided  in  paragraph  (5)  of  this  subsec- 
tion) of  more  than  the  applicable  exempt  amount  as  deter- 
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mined  under  paragraph  (8),  if  such  month  is  in  the  taxable 
year  in  which  occurs  the  first  month  after  December  1977  that 
is  both  (i)  a  month  for  which  the  individual  is  entitled  to  bene- 
fits under  subsection  (a),  (b),  (c),  (d),  (e),  (f),  (g),  or  (h)  of  section 
202  (without  having  been  entitled  for  the  preceding  month  to  a 
benefit  under  any  other  of  such  subsections),  and  (ii)  a  month 
in  which  the  individual  did  not  engage  in  self-employment  and 
did  not  render  services  for  wages  (determined  as  provided  in 
paragraph  (5))  of  more  than  the  applicable  exempt  amount  as 
determined  under  paragraph  (8),  or  (F)  in  which  such  individu- 
al did  not  engage  in  self-employment  and  did  not  render  serv- 
ices for  wages  (determined  as  provided  in  paragraph  (5)  of  this 
subsection)  of  more  than  the  applicable  exempt  amount  as  de- 
termined under  paragraph  (8),  in  the  case  of  an  individual  enti- 
tled to  benefits  under  section  202(b)  (but  only  by  reason  of 
having  a  child  in  her  care  within  the  meaning  of  paragraph 
(1)(B)  of  that  subsection)  or  under  section  202  (d)  or  (g),  if  such 
month  is  in  a  year  in  which  such  entitlement  ends  for  a  reason 
other  than  the  death  of  such  individual,  and  such  individual  is 
not  entitled  to  any  benefits  under  this  title  for  the  month  fol- 
lowing the  month  during  which  such  entitlement  under  section 
202  (b),  (d),  or  (g)  ended. 

(2)  As  used  in  paragraph  (1),  the  term  "first  month  of  such 
taxable  year"  means  the  earliest  month  in  such  year  to  which 
the  charging  of  excess  earnings  described  in  such  paragraph  is 
not  prohibited  by  the  application  of  clauses,  (A),  (B),  (C),  (D), 
(E),  and  (F)  thereof. 

(3)  For  purposes  of  paragraph  (1)  and  subsection  (h),  an  indi- 
viduars  excess  earnings  for  a  taxable  year  shall  be  50  per 
centum  of  his  earnings  for  such  year  in  excess  of  the  product 
of  the  applicable  exempt  amount  as  determined  under  para- 
graph (8),  multiplied  by  the  number  of  months  in  such  year 
except  that,  in  determining  an  individuaFs  excess  earnings  for 
the  taxable  year  in  which  he  attains  age  70,  there  shall  be  ex- 
cluded any  earnings  of  such  individual  for  the  month  in  which 
he  attains  such  age  and  any  subsequent  month  (with  any  net 
earnings  or  net  loss  from  self-employment  in  such  year  being 
prorated  in  an  equitable  manner  under  regulations  of  the  Sec- 
retary). The  excess  earnings  as  derived  under  the  preceding 
sentence,  if  not  a  multiple  of  $1  shall  be  reduced  to  the  next 
lower  multiple  of  $1. 

(4)  For  purposes  of  clause  (E)  of  paragraph  (1)— 

(A)  An  individual  will  be  presumed,  with  respect  to  any 
month,  to  have  been  engaged  in  self-employment  in  such 
month  until  it  is  shown  to  the  satisfaction  of  the  Secretary 
that  such  individual  rendered  no  substantial  services  in 
such  month  with  respect  to  any  trade  or  business  the  net 
income  or  loss  of  which  is  includible  in  computing  (as  pro- 
vided in  paragraph  (5)  of  this  subsection)  his  net  earnings 
or  net  loss  from  self-employment  for  any  taxable  year.  The 
Secretary  shall  by  regulations  prescribe  the  methods  and 
criteria  for  determining  whether  or  not  an  individual  has 
rendered  substantial  services  with  respect  to  any  trade  or 
business. 
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(B)  An  individual  will  be  presumed,  with  respect  to  any 
month,  to  have  rendered  services  for  wages  (determined  as 
provided  in  paragraph  (5)  of  this  subsection)  of  more  than 
the  applicable  exempt  amount  as  determined  under  para- 
graph (8)  until  it  is  shown  to  the  satisfaction  of  the  Secre- 
tary that  such  individual  did  not  render  such  services  in 
such  month  for  more  than  such  amount. 
(5)(A)  An  individual's  earnings  for  a  taxable  year  shall  be  (i) 
the  sum  of  of  his  wages  for  services  rendered  in  such  year  and 
his  net  earnings  from  self-employment  for  such  year,  minus  (ii) 
any  net  loss  from  self-employment  such  year. 

(B)  For  purposes  of  this  section — 

(i)  an  individual's  net  earnings  from  self-employment  for 
any  taxable  year  shall  be  determined  as  provided  in  sec- 
tion 211,  except  that  paragraphs  (1),  (4),  and  (5)  of  section 
211(c)  shall  not  apply  and  the  gross  income  shall  be  com- 
puted by  excluding  the  amounts  provided  by  subparagraph 
(D),  and 

(ii)  an  individual's  net  loss  from  self-employment  for  any 
taxable  year  is  the  excess  of  the  deductions  (plus  his  dis- 
tributive share  of  loss  described  in  section  702(a)(9)  of  the 
Internal  Revenue  Code  of  1954)  taken  into  account  under 
clause  (i)  over  the  gross  income  (plus  his  distributive  share 
of  income  so  described)  taken  into  account  under  clause  (i) 

(C)  For  purposes  of  this  subsection,  an  individual's  wages 
shall  be  computed  without  regard  to  the  limitations  as  to 
amounts  of  remuneration  specified  in  subsection  (a),  (g)(2), 
(g)(3),  (h)(2),  and  (j)  of  section  209;  and  in  making  such  computa- 
tion services  which  do  not  constitute  employment  as  defined  in 
section  210,  performed  within  the  United  States  by  the  individ- 
ual as  an  employee  or  performed  outside  the  United  States  by 
the  individual  as  an  employee  or  performed  outside  the  United 
States  in  the  active  military  or  naval  service  of  the  United 
States,  shall  be  deemed  to  be  employment  as  so  defined  if  the 
remuneration  for  such  services  is  not  includible  in  computing 
his  net  earnings  or  net  loss  from  self-employment. 

(D)  In  the  case  of— 

(i)  an  individual  who  has  attained  the  age  of  65  on  or 
before  the  last  day  of  the  taxable  year,  and  who  shows  to 
the  satisfaction  of  the  Secretary  that  he  or  she  is  receiving 
royalties  attributable  to  a  copyright  or  patent  obtained 
before  the  taxable  year  in  which  he  or  she  attained  such 
age  and  that  the  property  to  which  the  copyright  or  patent 
relates  was  created  by  his  or  her  own  personal  efforts,  or 

(ii)  an  individual  who  has  become  entitled  to  insurance 
benefits  under  this  title,  other  than  benefits  under  section 
223  or  benefits  payable  under  section  202(d)  by  reason  of 
being  under  a  disability,  and  who  shows  to  the  satisfaction 
of  the  Secretary  that  he  or  she  is  receiving,  in  a  year  after 
his  or  her  initial  year  of  entitlement  to  such  benefits,  any 
other  income  not  attributable  to  services  performed  after 
the  month  in  which  he  or  she  initially  became  entitled  to 
such  benefits. 
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there  shall  be  excluded  from  gross  income  any  such  royalties 
or  other  income. 

(6)  For  purposes  of  this  subsection,  wages  (determined  as  pro- 
vided in  paragraph  (5)(C))  which,  according  to  reports  received 
by  the  Secretary,  are  paid  to  an  individual  during  a  taxable 
year  shall  be  presumed  to  have  been  paid  to  him  for  services 
performed  in  such  year  until  it  is  shown  to  the  satisfaction  of 
the  Secretary  that  they  were  paid  for  services  performed  in  an- 
other taxable  year.  If  such  reports  with  respect  to  an  individu- 
al show  his  wages  for  a  calendar  year,  such  individual's  tax- 
able year  shall  be  presumed  to  be  a  calendar  year  for  purposes 
of  this  subsection  until  it  is  shown  to  the  satisfaction  of  the 
Secretary  that  his  taxable  year  is  not  a  calendar  year. 

(7)  Where  an  individual's  excess  earnings  are  charged  to  a 
month  and  the  excess  earnings  so  charged  are  less  than  the 
total  of  the  payments  (without  regard  to  such  charging)  to 
which  all  persons  (excluding  divorced  spouses  referred  to  in  sub- 
section (b)(2))  are  entitled  under  section  202  for  such  month  on 
the  basis  of  his  wages  and  self-employment  income,  the  differ- 
ence between  such  total  and  the  excess  so  charged  to  such 
month  shall  be  paid  (if  it  is  otherwise  payable  under  this  title) 
to  such  individual  and  other  persons  in  the  proportion  that  the 
benefit  to  which  each  of  them  is  entitled  (without  regard  to 
such  charging,  without  the  application  of  section  202(k)(3),  and 
prior  to  the  application  of  section  203(a))  bears  to  the  total  of 
the  benefits  to  which  all  of  them  are  entitled. 

(8)  (A)  Whenever  the  Secretary  pursuant  to  section  215(i)  in- 
creases benefits  effective  with  the  month  of  [JuneJ  December 
following  a  cost-of-living  computation  quarter  he  shall  also  de- 
termine and  publish  in  the  Federal  Register  on  or  before  No- 
vember 1  of  the  calendar  year  in  which  such  quarter  occurs 
the  new  exempt  amounts  (separately  states  for  individuals  de- 
scribed in  subparagraph  (D)  and  for  other  individuals)  which 
are  to  be  applicable  (unless  prevented  from  becoming  effective 
by  subparagraph  (C))  with  respect  to  taxable  years  ending  in 
(or  with  the  close  of)  the  calendar  year  after  the  calendar  year 
in  which  such  benefit  increase  is  effective  (or,  in  the  case  of  an 
individual  who  dies  during  the  calendar  year  after  the  calen- 
dar year  in  which  the  benefit  increase  is  effective,  with  respect 
to  such  individual's  taxable  year  which  ends,  upon  his  death 
during  such  year). 

*♦♦**♦* 

EVIDENCE,  PROCEDURE,  AND  CERTIFICATION  FOR  PAYMENT 

Sec.  205.  (a)  The  Secretary  shall  have  full  power  and  authority  to 
make  rules  and  regulations  and  to  establish  procedures,  not  incon- 
sistent with  the  provisions  of  this  title,  which  are  necessary  or  ap- 
propriate to  carry  out  such  provisions,  and  shall  adopt  reasonable 
and  proper  rules  and  regulations  to  regelate  and  provide  for  the 
nature  and  extent  of  the  proofs  and  evidence  and  the  method  of 
taking  and  furnishing  the  same  in  order  to  establish  the  right  to 
benefits  hereunder. 
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(b)(1)  The  Secretary  is  directed  to  make  findings  of  fact,  and  deci- 
sins  as  to  the  rights  of  any  individual  applying  for  a  payment 
under  this  title.  Any  such  decision  by  the  Secretary  which  involves 
a  determination  of  disability  and  which  is  in  whole  or  in  part  unfa- 
vorable to  such  individual  shall  contain  a  statement  of  the  case,  in 
understandable  language,  setting  forth  a  discussion  of  the  evidence, 
and  stating  the  Secretary's  determination  and  the  reason  or  rea- 
sons upon  which  it  is  based.  Upon  request  by  any  such  individual 
or  upon  request  by  a  wife,  divorced  wife,  widow,  surviving  divorced 
wife,  surviving  divorced  mother,  surviving  divorced  father,  hus- 
band, divorced  husband,  widower,  surviving  divorced  husband, 
child,  or  parent  who  makes  a  showing  in  writing  that  his  or  her 
rights  may  be  prejudiced  by  any  decision  the  Secretary  has  ren- 
dered, he  shall  give  such  applicant  and  such  other  individual  rea- 
sonable notice  and  opportunity  for  a  hearing  with  respect  to  such 
decision,  and,  if  a  hearing  is  held,  shall,  on  the  basis  of  evidence 
adduced  at  the  hearing,  affirm,  modify,  or  reverse  his  findings  of 
fact  and  such  decision.  Any  such  request  with  respect  to  such  a  de- 
cision must  be  filed  within  sixty  days  after  notice  of  such  decision 
is  received  by  the  individual  making  such  request.  The  Secretary  is 
further  authorized,  on  his  own  motion,  to  hold  such  hearings  and 
to  conduct  such  investigations  and  other  proceedings  as  he  may 
deem  necessary  or  proper  for  the  administration  of  this  title.  In  the 
course  of  any  hearing,  investigation,  or  other  proceeding,  he  may 
administer  oaths  and  affirmations,  examine  witnesses,  and  receive 
evidence.  Evidence  may  be  received  at  any  hearing  before  the  Sec- 
retary even  though  inadmissible  under  rules  of  evidence  applicable 
to  court  procedure. 

(2)  In  any  case  where — 

(A)  an  individual  is  a  recipient  of  disability  insurance  bene- 
fits, or  of  child's,  widow's,  or  widower's  insurance  benefits 
based  on  disability, 

(B)  the  physical  or  mental  impairment  on  the  basis  of  which 
such  benefits  are  payable  is  found  to  have  ceased,  not  to  have 
existed,  or  to  no  longer  be  disabling,  and 

(C)  as  a  consequence  of  the  finding  described  in  subpara- 
graph (B),  such  individual  is  determined  by  the  Secretary  not 
to  be  entitled  to  such  benefits, 

any  reconsideration  of  the  finding  described  in  subparagraph  (B),  in 
connection  with  a  reconsideration  by  the  Secretary  (before  any 
hearing  under  paragraph  (1)  on  the  issue  of  such  entitlement)  of 
his  determination  described  in  subparagraph  (C),  shall  be  made 
only  after  opportunity  for  an  evidentiary  hearing,  with  regard  to 
the  finding  described  in  subparagraph  (B),  which  is  reasonably  ac- 
cessible to  such  individual.  Any  reconsideration  of  a  finding  de- 
scribed in  subparagraph  (B)  may  be  made  either  by  the  State 
agency  or  the  Secretary  where  the  finding  was  originally  made  by 
the  State  agency,  and  shall  be  made  by  the  Secretary  where  the 
finding  was  originally  made  by  the  Secretary.  In  the  case  of  a  re- 
consideration by  a  State  agency  of  a  finding  described  in  subpara- 
graph (B)  which  was  originally  made  by  the  Secretary.  In  the  case 
of  a  reconsideration  by  a  State  agency  of  a  finding  described  in  sub- 
paragraph (B)  which  was  originally  made  by  such  State  agency,  the 
evidentiary  hearing  shall  be  held  by  an  adjudicatory  unit  of  the 
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State  agency  other  than  the  unit  that  made  the  finding  described 
in  subparagraph  (B).  In  the  case  of  a  reconsideration  by  the  Secre- 
tary of  a  finding  described  in  subparagraph  (B)  which  was  originally 
made  by  the  Secretary,  the  evidentiary  hearing  shall  be  held  by  a 
person  other  than  the  person  or  persons  who  made  the  finding  de- 
scribed in  subparagraph  (B). 
(c)(1)  For  the  purposes  of  this  subsection — 

(A)  The  term  "year"  means  a  calendar  year  when  used  with 
respect  to  wages  and  a  taxable  year  when  used  with  respect 
to  self-employment  income. 

(B)  The  term  "time  limitation"  means  a  period  of  three 
years,  three  months,  and  fifteen  days. 

(C)  The  term  "survivor"  means  an  individual's  spouse,  sur- 
viving divorced  wife,  surviving  divorced  husband,  surviving  di- 
vorced mother,  surviving  divorced  father,  child,  or  parent,  who 
survives  such  individual. 

(D)  The  term  "period"  when  used  with  respect  to  self-employ- 
ment income  means  a  taxable  year  and  when  used  with  re- 
spect to  wages  means — 

(i)  a  quarter  if  wages  were  reported  or  should  have  been 
reported  on  a  quarterly  basis  on  tax  returns  filed  with  the 
Secretary  of  the  Treasury  or  his  delegate  under  section 
6011  of  the  Internal  Revenue  Code  of  1954  or  regulations 
thereunder  (or  on  reports  filed  by  a  State  under  section 
218(e)  or  regulations  thereunder), 

(ii)  a  year  if  wages  were  reported  or  should  have  been 
reported  on  a  yearly  basis  on  such  tax  returns  or  reports, 
or 

(iii)  the  half  year  beginning  January  1  or  July  1  in  the 
case  of  wages  which  were  reported  or  should  have  been  re- 
ported for  calendar  year  1937. 

*«**«*« 

USE  OF  DEATH  CERTIFICATES  TO  CORRECT  PROGRAM  INFORMATION 

(r)(l)  The  Secretary  is  authorized  to  establish  a  program  under 
which  — 

(A)  States  (or  political  subdivisions  thereof)  voluntarily  con- 
tract  with  the  Secretary  to  furnish  the  Secretary  periodically 
with  information  (in  a  form  established  by  the  Secretary  in  con- 
sultation with  the  States)  concerning  individuals  with  respect 
to  whom  death  certificates  (or  equivalent  documents  main- 
tained by  the  States  or  subdivisions)  have  been  officially  filed 
with  them; 

(B)  the  Secretary  compared  such  information  on  such  individ- 
uals with  information  on  such  individuals  in  the  records  being 
used  in  the  administration  of  this  Act;  and 

(C)  the  Secretary  makes  any  appropriate  corrections  in  such 
records  to  accurately  reflect  the  status  of  such  individuals. 

(2)  Each  State  (or  political  subdivision  thereof)  which  furnishes 
the  Secretary  with  information  on  records  of  deaths  in  the  State  or 
subdivision  under  this  subsection  shall  be  paid  by  the  Secretary 
from  amounts  available  for  administration  of  this  Act  the  reason- 
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able  costs  (established  by  the  Secretary)  for  transcribing  and  trans- 
mitting such  information  to  the  Secretary, 

(3)  In  the  case  of  individuals  with  respect  to  whom  benefits  are 
provided  by  (or  through)  a  Federal  or  State  agency  other  than  under 
this  Act,  the  Secretary  may  provide,  through  a  cooperative  arrange- 
ment with  such  agency,  for  carrying  out  the  duties  described  in 
paragraph  (1)(B)  with  respect  to  such  individuals  if— 

(A)  under  such  arrangement  the  agency  provides  reimburse- 
ment to  the  Secretary  for  the  reasonable  cost  of  carrying  out 
such  arrangement,  and 

(B)  such  arrangement  does  not  conflict  with  the  duties  of  the 
Secretary  under  paragraph  (1). 

(4)  Information  furnished  to  the  Secretary  under  this  subsection 
may  not  be  used  for  any  purpose  other  than  the  purposes  described 
in  this  subsection  and  is  exempt  from  disclosure  under  section  552 
of  title  5,  United  States  Code,  and  from  the  requirements  of  section 
552a  of  such  title. 

3(t  *  *  *  *  *  * 

ASSIGNMENT 

Sec.  207.  (a)  The  right  of  any  person  to  any  future  payment 
under  this  title  shall  not  be  transferable  or  assignable,  at  law  or  in 
equity,  and  none  of  the  moneys  paid  or  payable  or  rights  existing 
under  this  title  shall  be  subject  to  execution,  levy,  attachment,  gar- 
nishment, or  other  legal  process,  or  to  the  operation  of  any  bank- 
ruptcy or  insolvency  law. 

(b)  No  other  provision  of  law,  enacted  before,  on,  or  after  the  date 
of  the  enactment  of  this  section,  may  be  construed  to  limit,  super- 
sede, or  otherwise  modity  the  provisions  of  this  section  except  to  the 
extent  that  it  does  so  be  expressed  reference  to  this  section. 

if:  4c  4:  4:  4:  :ic  :is 

DEFINITION  OF  WAGES 

Sec.  209.  For  the  purposes  of  this  title,  the  term  ''wages"  means 
remuneration  paid  prior  to  1951  which  was  wages  for  the  purposes 
of  this  title  under  the  law  applicable  to  the  payment  of  such  remu- 
neration, and  remuneration  paid  after  1950  for  employment,  in- 
cluding the  cash  value  of  all  remuneration  paid  in  any  medium 
other  than  cash;  except  that,  in  the  case  of  remuneration  paid  after 
1950,  such  term  shall  not  include — 

(a)  *  *  * 

♦  *♦♦*** 

(e)  Any  payment  made  to,  or  on  behalf  of,  an  employee  or  his 
beneficiary  (1)  from  or  to  a  trust  exempt  from  tax  under  sec- 
tion 165(a)  of  the  Internal  Revenue  Code  of  1939  at  the  time  of 
such  payment  or,  in  the  case  of  a  payment  after  1954,  under 
sections  401  and  501(a)  of  the  Internal  Revenue  Code  of  1954, 
unless  such  payment  is  made  to  an  employee  of  the  trust  as 
remuneration  for  services  rendered  as  such  employees  and  not 
as  a  beneficiary  of  the  trust,  or  (2)  under  or  to  an  annuity  plan 
which,  at  the  time  of  such  payment,  meets  the  requirements  of 
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section  165(a)(3),  (4),  (5),  and  (6)  of  the  Internal  Revenue  Code  of 
1939  or,  in  the  case  of  a  payment  after  1954  and  prior  to  1963, 
the  requirements  of  section  401(a)(3),  (4),  (5),  and  (6)  of  the  In- 
ternal Revenue  Code  of  1954,  or  (3)  under  or  to  an  annuity 
plan  which,  at  the  time  of  any  such  payment  after  1962,  is  a 
plan  described  in  section  403(a)  of  the  Internal  Revenue  Code 
of  1954,  or  (4)  under  or  to  a  bond  purchase  plan  which,  at  the 
time  of  any  such  payment  after  1962,  is  a  qualified  bond  pur- 
chase plan  described  in  section  405(a)  of  the  Internal  Revenue 
Code  of  1954  [;  J,  or  (5)  under  a  simplified  employee  pension  (as 
defined  in  section  Ji.08(k)  of  the  Internal  Revenue  Code  of  1954) 
if,  at  the  time  of  the  payment,  it  is  reasonable  to  believe  that 
the  employee  will  be  entitled  to  a  deduction  under  section 
219(b)(2)  of  such  Code  for  such  payment; 

(f)  The  payment  by  an  employer  (without  deduction  from  the 
remuneration  of  the  employee) — 

(1)  of  the  tax  imposed  upon  an  employee  under  section 
3101  of  the  Internal  Revenue  Code  of  1954,  or 

(2)  of  any  payment  required  from  an  employee  under  a 
State  unemployment  compensation  law, 

with  respect  to  remuneration  paid  to  an  employee  for  domestic 
service  in  a  private  home  of  the  employer  or  for  agricultural 
labor; 

(g)  (1)  Remuneration  paid  in  any  medium  other  than  cash  to 
an  employee  for  service  not  in  the  course  of  the  employer's 
trade  or  business  or  for  domestic  service  in  a  private  home  of 
the  employer; 

(2)  Cash  remuneration  paid  by  an  employer  in  any  calendar 
quarter  to  an  employee  for  domestic  service  in  a  private  home 
of  the  employer,  if  the  cash  remuneration  paid  in  such  quarter 
by  the  employer  to  the  employee  for  such  service  is  less  than 
$50.  As  used  in  this  paragraph,  the  term  ''domestic  service  in  a 
private  home  of  the  employer"  does  not  include  service  de- 
scribed in  section  210(f)(5); 

(3)  Cash  remuneration  paid  by  an  employer  in  any  calendar 
year  to  an  employee  for  service  not  in  the  course  of  the  em- 
ployer's trade  or  business,  if  the  cash  remuneration  paid  in 
such  year  by  the  employer  to  the  employee  for  such  service  is 
less  than  $100.  As  used  in  this  paragraph,  the  term  ''service 
not  in  the  course  of  the  employer's  trade  or  business"  does  not 
include  domestic  service  in  a  private  home  of  the  employer  and 
does  not  include  service  described  in  section  210(f)(5); 

(h)  (1)  Remuneration  paid  in  any  medium  other  than  cash  for 
agricultural  labor; 

(2)  Cash  remuneration  paid  by  an  employer  in  any  calendar 
year  to  an  employee  for  agricultural  labor  unless  (A)  the  cash 
remuneration  paid  in  such  year  by  the  employer  to  the  em- 
ployee for  such  labor  is  $150  or  more,  or  (B)  the  employee  per- 
forms agricultural  labor  for  the  employer  on  twenty  days  or 
more  during  such  year  for  cash  remuneration  computed  on  a 
time  basis; 

[(i)  Any  payment  (other  than  vacation  or  sick  pay)  made  to 
an  employee  after  the  month  in  which  he  attains  age  62,  if  he 
did  not  work  for  the  employer  in  the  period  for  which  such 
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payment  is  made.  As  used  in  this  subsection,  the  term  ''sick 
pay"  includes  remuneration  for  service  in  the  employ  of  a 
State,  a  political  subdivision  (as  defined  in  section  218(b)(2))  of 
a  State,  or  an  instrumentality  of  two  or  more  States,  paid  to  an 
employee  thereof  for  a  period  during  which  he  was  absent  from 
work  because  of  sickness;] 

******* 

(p)  Any  contribution,  payment,  or  service,  provided  by  an 
employer  which  may  be  excluded  from  the  gross  income  of  an 
employee,  his  spouse,  or  his  dependents,  under  the  provisions 
of  section  120  of  the  Internal  Revenue  Code  of  1954  (relating  to 
amounts  receive  under  qualified  group  legal  services  plans); 
[or] 

(q)  Any  payments  made,  or  benefit  furnished,  to  or  for  the 
benefit  of  an  employee  if  at  the  time  of  such  payment  or  such 
furnishing  it  is  reasonable  to  believe  that  the  employee  will  be 
able  to  exclude  such  payment  or  benefit  from  income  under 
section  127  of  the  Internal  Revenue  Code  of  1954  [.];  or 

(r)  The  value  of  any  meals  or  lodging  furnished  by  or  on 
behalf  of  the  employer  if  at  the  time  of  such  furnishing  it  is 
reasonable  to  believe  that  the  employee  will  be  able  to  exclude 
such  items  from  income  under  section  119  of  the  Internal  Reve- 
nue Code  of  1954- 

Nothing  in  the  regulations  prescribed  for  purposes  of  chapter  2Jf.  of 
the  Internal  Revenue  Code  of  1954  (relating  to  income  tax  withhold- 
ing) which  provides  an  exclusion  from  ''wages"  as  used  in  such 
chapter  shall  be  construed  to  require  a  similar  exclusion  from 
"wages"  in  the  regulations  prescribed  for  purposes  of  this  title. 

For  purposes  of  this  title,  in  the  case  of  domestic  service  de- 
scribed in  subsection  (g)(2),  any  payment  of  cash  remuneration  for 
such  service  which  is  more  or  less  than  a  whole-dollar  amount 
shall,  under  such  conditions  and  to  such  extent  as  may  be  pre- 
scribed by  regulations  made  under  this  title,  be  computed  to  the 
nearest  dollar.  For  the  purpose  of  the  computation  to  the  nearest 
dollar,  the  payment  of  a  fractional  part  of  a  dollar  shall  be  disre- 
garded unless  it  amounts  to  one-half  dollar  or  more,  in  which  case 
it  shall  be  increased  to  $1.  The  amount  of  any  payment  of  cash  re- 
muneration so  computed  to  the  nearest  dollar  shall,  in  lieu  of  the 
amount  actually  paid,  be  deemed  to  constitute  the  amount  of  cash 
remuneration  for  purposes  of  subsection  (g)(2). 

For  purposes  of  this  title,  in  the  case  of  an  individual  performing 
service,  as  a  member  of  a  uniformed  service,  to  which  the  provi- 
sions of  section  210(1)(1)  are  applicable,  the  term  ''wages"  shall,  sub- 
ject to  the  provisions  of  subsection  (a)  of  this  section,  include  as 
such  individual's  remuneration  for  such  service  only  his  basic  pay 
as  described  in  section  102(10)  of  the  Servicemen's  and  Veterans' 
Survivor  Benefits  Act. 

For  purposes  of  this  title,  in  the  case  of  an  individual  performing 
service,  as  a  volunteer  or  volunteer  leader  within  the  meaning  of 
the  Peace  Corps  Act,  to  which  the  provisions  of  section  210(o)  are 
applicable,  (1)  the  term  "wages"  shall,  subject  to  the  provisions  of 
subsection  (a)  of  this  section,  include  as  such  individual's  remu- 
neration for  such  service  only  amounts  certified  as  payable  pursu- 
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ant  to  section  5(c)  or  6(1)  of  the  Peace  Corps  Act,  and  (2)  any  such 
amount  shall  be  deemed  to  have  been  paid  to  such  individual  at 
the  time  the  service,  with  respect  to  which  it  is  paid,  is  performed. 

For  purposes  of  this  title,  tips  received  by  an  employee  in  the 
course  of  his  employment  shall  be  considered  remuneration  for  em- 
plojmient.  Such  remuneration  shall  be  deemed  to  be  paid  at  the 
time  a  written  statement  including  such  tips  is  furnished  to  the 
employer  pursuant  to  section  6053(a)  of  the  Internal  Revenue  Code 
of  1954  or  (if  no  statement  including  such  tips  is  so  furnished)  at 
the  time  received. 

For  purposes  of  this  title,  in  any  case  where  an  individual  is  a 
member  of  a  religious  order  (as  defined  in  section  3121(r)(2)  of  the 
Internal  Revenue  Code  of  1954)  performing  service  in  the  exercise 
of  duties  required  by  such  order,  and  an  election  of  coverage  under 
section  3121(r)  of  such  Code  is  in  effect  with  respect  to  such  order 
or  with  respect  to  the  autonomous  subdivision  thereof  to  which 
such  member  belongs,  the  term  ' 'wages"  shall,  subject  to  the  provi- 
sions of  subsection  (a)  of  this  section,  include  as  such  individual's 
remuneration  for  such  service  the  fair  market  value  of  any  board, 
lodging,  clothing,  and  other  perquisites  furnished  to  such  member 
by  such  order  or  subdivision  thereof  or  by  any  other  person  or  or- 
ganization pursuant  to  an  agreement  with  such  order  or  subdivi- 
sion, except  that  the  amount  included  as  such  individual's  remu- 
neration under  this  paragraph  shall  not  be  less  than  $100  a  month. 

For  purposes  of  this  title,  in  the  case  of  an  individual  performing 
service  under  the  provisions  of  section  29Jf  of  title  28,  United  States 
Code  (relating  to  assignment  of  retired  justices  and  judges  to  active 
duty),  the  term  "wages"  shall,  subject  to  the  provisions  of  subsection 
(a)  of  this  section,  include  any  payment  under  section  371(b)  of  such 
title  28  which  is  received  during  the  period  of  such  service. 

Nothing  in  any  of  the  foregoing  provisions  of  this  section  (other 
than  subsection  (a))  shall  exclude  from  the  term  "wages"  any  em- 
ployer contribution — 

(1)  under  a  qualified  cash  or  deferred  arrangement  (as  de- 
fined in  section  401(k))  of  the  Internal  Revenue  Code  of  1954  to 
the  extent  not  included  in  gross  income  by  reason  of  section 
402(a)(8)  of  such  Code. 

(2)  under  a  cafeteria  plan  (as  defined  in  section  125(d)  of  such 
Code)  to  the  extent  the  employee  had  the  right  to  choose  cash, 
property,  or  other  benefits  which  would  be  wages  for  purposes  of 
this  title,  or 

(3)  for  an  annuity  contract  described  in  section  403(b)  of  such 
Code. 

DEFINITION  OF  EMPLOYMENT 

Sec.  210.  For  the  purposes  of  this  title — Employment 
(a)  The  term  "employment"  means  any  service  performed  after 
1936  and  prior  to  1951  which  was  employment  for  the  purposes  of 
this  title  under  the  law  applicable  to  the  period  in  which  such  serv- 
ice was  performed,  and  any  service,  of  whatever  nature,  performed 
after  1950  [either]  (A)  by  an  employee  for  the  person  employing 
him,  irrespective  of  the  citizenship  or  residence  of  either,  (i)  within 
the  United  States,  or  (ii)  on  or  in  connection  with  an  American 
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vessel  or  American  aircraft  under  a  contract  of  service  which  is  en- 
tered into  within  the  United  States  or  during  the  perfomance  of 
which  and  while  the  employee  is  employed  on  the  vessel  or  aircraft 
it  touches  at  a  port  in  the  United  States,  if  the  employee  is  em- 
ployed on  and  in  connection  with  such  vessel  or  aircraft  when  out- 
side the  United  States,  or  [(B)  outside  the  United  States  by  a  citi- 
zen of  the  United  States  as  an  employee  (i)  of  an  American  employ- 
er (as  defined  in  subsection  (e)),  or  (ii)  of  a  foreign  subsidiary  (as 
defined  in  section  3121(1)  of  the  Internal  Revenue  Code  of  1954)  of  a 
domestic  corporation  (as  determined  in  accordance  with  section 
7701  of  the  Internal  Revenue  Code  of  1954)  during  any  period  for 
which  there  is  in  effect  an  agreement,  entered  into  pursuant  to  sec- 
tion 3121(1)  of  the  Internal  Revenue  Code  of  1954,  with  respect  to 
such  subsidiary]  (B)  outside  the  United  States  by  a  citizen  or  resi- 
dent of  the  United  States  as  an  employee  (i)  of  an  American  em- 
ployer (as  defined  in  subsection  (e)  of  this  section),  or  (ii)  of  a  for- 
eign affiliate  (as  defined  in  section  3121(1)(8)  of  the  Internal  Reve- 
nue Code  of  1954)  of  an  American  employer  during  any  period  for 
which  there  is  in  effect  an  agreement,  entered  into  pursuant  to  sec- 
tion 3121(1)  of  such  Code,  with  respect  to  such  affiliate,  or  (C)  if  it  is 
service,  regardless  of  where  or  by  whom  performed,  which  is  desig- 
nated as  employment  or  recognized  as  equivalent  to  employment 
under  an  agreement  entered  into  under  section  233;  except  that,  in 
the  case  of  service  performed  after  1950,  such  term  shall  not  in- 
clude— 

(1)  Service  performed  by  foreign  agricultural  workers  (A) 
under  contracts  entered  into  in  accordance  with  title  V  of  the 
Agricultural  Act  of  1949,  as  amended,  or  (B)  lawfully  admitted 
to  the  United  States  from  the  Bahamas,  Jamaica,  and  the 
other  British  West  Indies,  or  from  any  other  foreign  country  or 
possession  thereof,  on  a  temporary  basis  to  perform  agricultur- 
al labor; 

(2)  Domestic  service  performed  in  a  local  college  club,  or 
local  chapter  of  a  college  fraternity  or  sorority,  by  a  student 
who  is  enrolled  and  is  regularly  attending  classes  at  a  school, 
college,  or  university; 

(3)  (A)  Service  performed  by  an  individual  in  the  employ  of 
his  spouse,  and  service  performed  by  a  child  under  the  age  of 
twenty-one  in  the  employ  of  his  father  or  mother; 

(B)  Service  not  in  the  course  of  the  employer's  trade  or  busi- 
ness, or  domestic  service  in  a  private  home  of  the  employer, 
performed  by  an  individual  in  the  employ  of  his  son  or  daugh- 
ter; except  that  the  provisions  of  this  subparagraph  shall  not 
be  applicable  to  such  domestic  service  if — 

(i)  the  employer  is  a  surviving  spouse  or  a  divorced  indi- 
vidual and  has  not  remarried,  or  has  a  spouse  living  in  the 
home  who  has  a  mental  or  physical  condition  which  re- 
sults in  such  spouse's  being  incapable  of  caring  for  a  son, 
daughter,  stepson,  or  stepdaughter  (referred  to  in  clause 
(li))  for  at  least  4  continuous  weeks  in  the  calendar  quarter 
in  which  the  service  is  rendered,  and 

(ii)  a  son,  daughter,  stepson,  or  stepdaughter  of  such  em- 
ployer is  living  in  the  home,  and 
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(iii)  the  son,  daughter,  stepson,  or  stepdaughter  (referred 
to  in  clause  (ii))  has  not  attained  age  18  or  has  a  mental  or 
physical  condition  which  requires  the  personal  care  and 
supervision  of  an  adult  for  at  least  4  continuous  weeks  in 
the  calendar  quarter  in  which  the  service  is  rendered; 
(4)  Service  performed  by  an  individual  on  or  in  connection 
with  a  vessel  not  an  American  vessel,  or  on  or  in  connection 
with  an  aircraft  not  an  American  aircraft,  if  (A)  the  individual 
is  employed  on  and  in  connection  with  such  vessel  or  aircraft 
when  outside  the  United  States  and  (B)(i)  such  individual  is  not 
a  citizen  of  the  United  States  or  (ii)  the  employer  is  not  an 
American  employer; 

[(5)  Service  performed  in  the  employ  of  any  instrumentality 
of  the  United  States,  if  such  instrumentality  is  exempt  from 
the  tax  imposed  by  section  1410  of  the  Internal  Revenue  Code 
by  virtue  of  any  provision  of  law  which  specifically  refers  to 
such  section  in  granting  such  exemption; 

[(6)(A)  Service  performed  in  the  employ  of  the  United  States 
or  in  the  employ  of  any  instrumentality  of  the  United  States,  if 
such  service  is  covered  by  a  retirement  system  established  by  a 
law  of  the  United  States; 

[(B)  Service  performed  by  an  individual  in  the  employ  of  an 
instrumentality  of  the  United  States  if  such  an  instrumentali- 
ty was  exempt  from  the  tax  imposed  by  section  1410  of  the  In- 
ternal Revenue  Code  on  December  31,  1950,  and  if  such  service 
is  covered  by  a  retirement  system  established  by  such  instru- 
mentality; except  that  the  provisions  of  this  subparagraph 
shall  not  be  applicable  to — 

[(i)  service  performed  in  the  employ  of  a  corporation 
which  is  wholly  owned  by  the  United  States; 

[(ii)  service  performed  in  the  employ  of  a  Federal  land 
bank,  a  Federal  intermediate  credit  bank,  a  bank  for  coop- 
eratives, a  Federal  land  bank  association,  a  production 
credit  association,  a  Federal  Reserve  Bank,  a  Federal 
Home  Loan  Bank,  or  a  Federal  Credit  Union; 

[(iii)  service  performed  in  the  employ  of  a  State,  county, 
or  community  committee  under  the  Production  and  Mar- 
keting Administration; 

[(iv)  service  performed  by  a  civilian  employee,  not  com- 
pensated from  funds  appropriated  by  the  Congress,  in  the 
Army  and  Air  Force  Exchange  Service,  Army  and  Air 
Force  Motion  Picture  Service,  Navy  Exchanges,  Marine 
Corps  Exchanges,  or  other  activities,  conducted  by  an  in- 
strumentality of  the  United  States  subject  to  the  jurisdic- 
tion of  the  Secretary  of  Defense,  at  installations  of  the  De- 
partment of  Defense  for  the  comfort,  pleasure,  content- 
ment, and  mental  and  physical  improvement  of  personnel 
of  such  Department;  or 

[(v)  service  performed  by  a  civilian  employee,  not  com- 
pensated from  funds  appropriated  by  the  Congress,  in  the 
Coast  Guard  Exchanges  or  other  activities,  conducted  by 
an  instrumentality  of  the  Secretary  of  Transportation,  at 
installations  of  the  Coast  Guard  for  the  comfort,  pleasure, 
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contentment,  and  mental  and  physical  improvement  of 
personnel  of  the  Coast  Guard; 
[(C)  Service  performed  in  the  employ  of  the  United  States  or 
in  the  employ  of  any  instrumentality  of  the  United  States,  if 
such  service  is  performed — 

[(i)  as  the  President  or  Vice  President  of  the  United 
States  or  as  a  Member,  Delegate,  or  Resident  Commission- 
er of  or  to  the  Congress; 

[(ii)  in  the  legislative  branch; 

[(iii)  in  a  penal  institution  of  the  United  States  by  an 
inmate  thereof; 

[(iv)  by  any  individual  as  an  employee  included  under 
section  5351(2)  of  title  5,  United  States  Code  (relating  to 
certain  interns,  student  nurses,  and  other  student  employ- 
ees of  hospitals  of  the  Federal  Government),  other  than  as 
a  medical  or  dental  intern  or  a  medical  or  dental  resident 
in  training; 

[(v)  by  any  individual  as  an  employee  serving  on  a  tem- 
porary basis  in  case  of  fire,  storm,  earthquake,  flood,  or 
other  similar  emergency;  or 

[(vi)  by  any  individual  to  whom  subchapter  III  of  chap- 
ter 83  of  title  5,  United  States  Code,  does  not  apply  be- 
cause such  individual  is  subject  to  another  retirement 
system  (other  than  the  retirement  system  of  the  Tennessee 
Valley  Authority);] 
(5)  Service  performed  in  the  employ  of  the  United  States  or 
any  instrumentality  of  the  United  States,  if  such  service — 

(A)  would  be  excluded  from  the  term  '^employment"  for 
purposes  of  this  title  if  the  provisions  of  paragraphs  (5)  and 
(6)  of  this  subsection  as  in  effect  in  January  1983  had  re- 
mained in  effect,  and 

(B)  is  performed  by  an  individual  who  (i)  has  been  con- 
tinuously in  the  employ  of  the  United  States  or  an  instru- 
mentality thereof  since  December  31,  1983  (and  for  this  pur- 
pose an  individual  who  returns  to  the  performance  of  such 
service  after  being  separated  therefrom  following  a  previous 
period  of  such  service  shall  nevertheless  be  considered  upon 
such  return  as  having  been  continuously  in  the  employ  of 
the  United  States  or  an  instrumentality  thereof,  regardless 
of  whether  the  period  of  such  separation  began  before  or 
after  December  31,  1983,  if  the  period  of  such  separation 
does  not  exceed  365  consecutive  days),  or  (ii)  is  receiving  an 
annuity  from  the  Civil  Service  Retirement  and  Disability 
Fund,  or  benefits  (for  service  as  an  employee)  under  another 
retirement  system  established  by  a  law  of  the  United  States 
for  employees  of  the  Federal  Government  or  members  of  the 
uniformed  services; 

except  that  this  paragraph  shall  not  apply  with  respect  to — 

(i)  service  performed  as  the  President  of  Vice  President  of 
the  United  States, 

(ii)  service  performed — 

(I)  in  a  position  placed  in  the  Executive  Schedule 
under  sections  5312  through  5317  of  title  5,  United 
States  Code, 
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(II)  as  a  noncareer  appointee  in  the  Senior  executive 
Service  or  a  noncareer  member  of  the  Senior  Foreign 
Service,  or 

(III)  in  a  position  to  which  the  individual  is  appoint- 
ed by  the  President  (or  his  designee)  or  the  Vice  Presi- 
dent under  section  105(a)  (1),  106(a)  (1),  or  107(a)  (1)  or 
(b)  (1)  of  title  S,  United  States  Code,  if  the  maximum 
rate  of  basic  pay  for  such  position  is  at  or  above  the 
rate  for  level  V  of  the  Executive  Schedule, 

(Hi)  service  performed  as  the  Chief  Justice  of  the  United 
States,  an  associate  justice  of  the  Supreme  Court,  a  judge  of 
a  United  States  court  of  appeals,  a  judge  of  a  United  States 
district  court  (including  the  district  court  of  a  territory),  a 
judge  of  the  United  States  Claims  Court,  a  judge  of  the 
United  States  Court  of  International  Trade,  a  judge  of  the 
United  States  Tax  Court,  a  United  States  magistrate,  or  a 
referee  in  bankruptcy  or  United  States  bankrupty  judge, 

(iv)  service  performed  as  a  Member,  Delegate,  or  President 
Commissioner  of  or  to  the  Congress,  or 

(v)  any  other  service  in  the  legislative  branch  of  the  Fed- 
eral Government  if  such  service  is  performed  by  an  individ- 
ual who,  December  21,  1983,  is  not  subject  to  subchapter  III 
of  chapter  83  of  title  5,  United  States  Code; 

(6)  Service  performed  in  the  employ  of  the  United  States  if 
such  service  in  performed — 

(A)  in  a  penal  institution  of  the  United  States  by  an 
inmate  thereof; 

(B)  by  any  individual  as  an  employee  included  under  sec- 
tion 5351(2)  of  title  5,  United  States  Code  (relating  to  cer- 
tain interns,  student  nurses,  and  other  student  employee  of 
hospitals  of  the  Federal  Government),  other  than  as  a 
medical  or  dental  intern  or  a  medical  or  dental  resident  in 
training;  or 

(C)  by  any  individual  as  an  employee  serving  on  a  tempo- 
rary basis  in  case  of  fire,  storm,  earthquake,  flood  or  other 
similar  emergency; 

(8)  [(A)]  Service  performed  by  a  duly  ordained,  commissioned,  or 
licensed  minister  of  a  church  in  the  exercise  of  his  ministry  or  by  a 
member  of  a  religious  order  in  the  exercise  of  duties  required  by 
such  order,  except  that  this  [subparagraph]  paragraph  shall  not 
apply  to  service  performed  by  a  member  of  such  an  order  in  the 
exercise  of  such  duties,  if  an  election  of  coverage  under  section 
3121(r)  of  the  Internal  Revenue  Code  of  1954  is  in  effect  with  re- 
spect to  such  order,  or  with  respect  to  the  autonomous  subdivision 
thereof  to  which  such  member  belongs; 

[(B)  Service  performed  in  the  employ  of  a  religions,  charitable, 
educational,  or  other  organization  described  in  section  501(c)(3)  of 
the  Internal  Revenue  Code  of  1954,  which  is  exempt  from  income 
tax  under  section  501(a)  of  such  Code,  but  this  subparagraph  shall 
not  apply  to  service  performed  during  the  period  for  which  a  certif- 
icate, filed  pursuant  to  section  3132(k)  of  the  Internal  Revenue 
Code  of  1954  (or  deemed  to  have  been  so  filed  under  paragraph  (4) 
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or  (5)  of  such  section  3121(k)),  is  in  effect  if  such  service  is  per- 
formed by  an  employee — 

[(i)  whose  signature  appears  on  the  list  filed  (or  deemed  to 

have  been  filed)  by  such  organization  under  such  section 

3121(k), 

[(ii)  who  became  an  employee  of  such  organization  after  the 
calendar  quarter  in  which  the  certificate  (other  than  a  certifi- 
cate referred  to  in  clause  (iii))  was  filed  (or  deemed  to  have 
been  filed),  or 

[(iii)  who,  after  the  calendar  quarter  in  which  the  certificate 
was  filed  (or  deemed  to  have  been  filed)  with  respect  to  a  group 
described  in  paragraph  (1)(E)  of  such  section  3121(k),  became  a 
member  of  such  group, 
[except  that  this  subparagraph  shall  apply  with  respect  to  service 
performed  by  an  employee  as  a  member  of  a  group  described  in 
such  paragraph  (1)(E)  with  respect  to  which  no  certificate  is  (or  is 
deemed  to  be)  in  effect;] 

******* 

MEDICARE  QUALIFIED  FEDERAL  EMPLOYMENT 

(p)  For  purposes  of  sections  226  and  226 A,  the  term  "medicare 
qualified  Federal  employment"  means  any  service  which  would 
constitute  "employment"  as  defined  in  subsection  (a)  of  this  section 
but  for  the  application  of  the  [provisions  of— 

[(1)  subparagraph  (A),  (B),  or  (C)(i),  (ii),  or  (vi)  of  subsection 
(a)(6),  or 

[(2)  subsection  (a)(5)l  provisions  of  subsection  (a)(5). 

SELF-EMPLOYMENT 

Sec.  211.  For  the  purposes  of  this  title— 

NET  EARNINGS  FROM  SELF-EMPLOYMENT 

(a)  The  term  "net  earnings  from  self-employment"  means  the 
gross  income,  as  computed  under  chapter  1  of  the  Internal  Revenue 
Code,  derived  by  an  individual  from  any  trade  or  business  carried 
on  by  such  individual,  less  the  deductions  allowed  under  such  chap- 
ter which  are  attributable  to  such  trade  or  business,  plus  his  dis- 
tributive share  (whether  or  not  distributed)  of  the  ordinary  net 
income  or  loss,  as  computed  under  section  183  of  such  code,  from 
any  trade  or  business  carried  on  by  a  partnership  of  which  he  is  a 
member;  except  that  in  computing  such  gross  income  and  deduc- 
tions and  such  distributive  share  of  partnership  ordinary  net 
income  or  loss — 
(1)  *  *  * 

[(10)  In  the  case  of  an  individual  who  has  been  a  resident  of 
the  United  States  during  the  entire  taxable  year,  the  exclusion 
from  gross  income  provided  by  section  911(a)(2)  of  the  Internal 
Revenue  Code  of  1954  shall  not  apply;  and] 
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(10)  the  exclusion  from  gross  income  provided  by  section 
911(a)(1)  of  the  Internal  Revenue  Code  of  1954  shall  not  apply; 
and 

[Effective  with  respect  to  taxable  years  beginning  after  Decem- 
ber 31,  1981,  and  before  January  1,  1984J 

(10)  in  the  case  of  an  individual  described  in  section 
911(d)(1)(B)  of  the  Internal  Revenue  Code  of  1954,  the  exclusion 
from  gross  income  provided  by  section  911(a)(1)  of  such  Code 
shall  not  apply;  and 

******  a 
SELF-EMPLOYMENT  INCOME 

(b)  The  term  "self-employment  income"  means  the  net  earnings 
from  self-employment  derived  by  an  individual  (other  than  a  non- 
resident alien  individual ,  except  as  provided  by  an  agreement  under 
section  233)  during  any  taxable  year  beginning  after  1950;  except 
that  such  term  shall  not  include — 

(1)  That  part  of  the  net  earnings  from  self-employment 
which  is  in  excess  of — 

(A)  For  any  taxable  year  ending  prior  to  1955,  (i)  $3,600, 
minus  (ii)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year;  and 

(B)  For  any  taxable  year  ending  after  1954  and  prior  to 
1959,  (i)  $4,200,  minus  (ii)  the  amount  of  the  wages  paid  to 
such  individual  during  the  taxable  year;  and 

(C)  For  any  taxable  year  ending  after  1958  and  prior  to 
1966,  (i)  $4,800,  minus  (ii)  the  amount  of  the  wages  paid  to 
such  individual  during  the  taxable  year;  and 

(D)  For  any  taxable  year  ending  after  1965  and  prior  to 
1968,  (i)  $6,600,  minus  (ii)  the  amount  of  the  wages  paid  to 
such  individual  during  the  taxable  year;  and 

(E)  For  any  taxable  year  ending  after  1967  and  begin- 
ning prior  to  1972,  (i)  $7,800,  minus  (ii)  the  amount  of  the 
wages  paid  to  such  individual  during  the  taxable  year;  and 

(F)  For  any  taxable  year  beginning  after  1971  and  prior 
to  1973,  (i)  $9,000,  minus  (ii)  the  amount  of  the  wages  paid 
to  such  individual  during  the  taxable  year;  and 

(G)  For  any  taxable  year  beginning  after  1972  and  prior 
to  1974,  (i)  $10,800,  minus  (ii)  the  amount  of  the  wages  paid 
to  such  individual  during  the  taxable  year;  and 

(H)  For  any  taxable  year  beginning  after  1973  and  prior 
to  1975,  (i)  $13,200,  minus  (ii)  the  amount  of  the  wages  paid 
to  such  individual  during  the  taxable  year;  and 

(I)  For  any  taxable  year  beginning  in  any  calendar  year 
after  1974,  (i)  an  amount  equal  to  the  contribution  and 
benefit  base  (as  determined  under  section  230)  which  is  ef- 
fective for  such  calendar  year,  minus  (ii)  the  amount  of  the 
wages  paid  to  such  individual  during  such  taxable  year;  or 

(2)  The  net  earnings  from  self-employment,  if  such  net  earn- 
ings for  the  taxable  year  are  less  than  $400. 

An  individual  who  is  not  a  citizen  of  the  United  States  but  who  is  a 
resident  of  the  Commonwealth  of  Puerto  Rico,  the  Virgin  Islands, 
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Guam,  or  American  Samoa  shall  not,  for  the  purposes  of  this  sub- 
section, be  considered  to  be  a  nonresident  alien  individual. 

******* 

COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT 

Sec.  215.  For  the  purposes  of  this  title — 

PRIMARY  insurance  AMOUNT 

(a)(1)(A)  The  primary  insurance  amount  of  an  individual  shall 
(except  as  otherwise  provided  in  this  section)  be  equal  to  the  sum 
of— 

(i)  [90  percent]  the  applicable  percentage  (determined  under 
paragraph  (8))  of  the  individual  s  average  indexed  monthly 
earnings  (determined  under  subsection  (b))  to  the  extent  that 
such  earnings  do  not  exceed  the  amount  established  for  pur- 
poses of  this  clause  by  subparagraph  (B), 

(ii)  [32  percent]  the  applicable  percentage  (determined  under 
paragraph  (8))  of  the  individual  s  average  indexed  monthly 
earnings  to  the  extent  that  such  earnings  exceed  the  amount 
established  for  purposes  of  clause  (i)  but  do  not  exeed  the 
amount  established  for  purposes  of  this  clause  by  subpara- 
graph (B),  and 

(iii)  [15  percent]  the  applicable  percentage  (determined 
under  paragraph  (8))  of  the  individual's  average  indexed 
monthly  earnings  to  the  extent  that  such  earnings  exceed  the 
amount  established  for  purposes  of  clause  (ii), 

rounded,  if  not  a  mutliple  of  $0.10,  to  the  next  lower  multiple  of 
$0.10,  and  thereafter  increased  as  provided  in  subsection  (i). 

(B)(i)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
of  such  benefits),  in  the  calendar  year  1979,  the  amount  established 
for  purposes  of  clause  (i)  and  (ii)  of  subparagraph  (A)  shall  be  $180 
and  $1,085,  respectively. 

(ii)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
of  such  benefits),  in  the  calendar  year  1979,  each  of  the  amounts  so 
established  shall  equal  the  product  of  the  corresponding  amount  es- 
tablished with  respect  to  the  calendar  year  1979  under  clause  (i)  of 
this  subparagraph  and  the  quotient  obtained  by  dividing — 

(I)  the  average  of  the  total  wages  (as  defined  in  regulations  of 
the  Secretary  and  computed  without  regard  to  the  limitations 
specified  in  section  209(a))  reported  to  the  Secretary  of  the 
Treasury  or  his  delegate  for  the  second  calendar  year  preced- 
ing the  calendar  year  for  which  the  determination  is  made,  by 

(II)  the  average  of  the  total  wages  (as  so  defined  and  comput- 
ed) reported  to  the  Secretary  of  the  Treasury  or  his  delegate 
for  the  calendar  year  1977. 

(iii)  Each  amount  established  under  clause  (ii)  for  any  calendar 
year  shall  be  rounded  to  the  nearest  $1,  except  that  any  amounts  so 
established  which  is  a  multiple  of  $0.50  but  not  of  $1  shall  be  rounded 
to  the  next  higher  $1. 
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(7)(A)  In  the  case  of  an  individual  whose  primary  insurance 
amount  would  he  computed  under  paragraph  (1)  of  this  subsection, 
who — 

(i)  attains  age  62  after  1985  (except  where  he  or  she  became 
entitled  to  a  disability  insurance  benefit  before  1986  and  re- 
mained so  entitled  in  any  of  the  12  months  immediately  preced- 
ing his  or  her  attainment  of  age  62),  or 

(ii)  would  attain  age  62  after  1985  and  becomes  entitled  to  a 
disability  insurance  benefit  after  1985, 

and  who  is  entitled  to  a  monthly  periodic  payment  (including  a  pay- 
ment determined  under  subparagraph  (C))  based  in  whole  or  in  part 
upon  his  or  her  earnings  for  service  which  did  not  constitute  "em- 
ployment" as  defined  in  section  210  for  purposes  of  this  title  (hereaf- 
ter in  this  paragraph  and  in  subsection  (d)(5)  referred  to  as  '^non- 
covered  service'),  the  primary  insurance  amount  of  that  individual 
during  his  or  her  concurrent  entitlement  to  such  monthly  periodic 
payment  and  to  old-age  or  disability  insurance  benefits  shall  be 
computed  or  recomputed  under  subparagraph  (B)  with  respect  to  the 
initial  month  in  which  the  individual  becomes  eligible  for  such 
benefits.  Notwithstanding  the  preceding  sentence,  in  no  case  shall 
the  primary  insurance  amount  of  an  insured  individual  be  comput- 
ed or  recomputed  under  this  paragraph  if  the  monthly  periodic  pay- 
ment to  which  such  individual  is  entitled  is  based  in  whole  or  in 
part  on  earnings  derived  from  the  performance  of  service  as  an  em- 
ployee of  the  United  States,  or  of  an  instrumentality  of  the  United 
States,  before  1971,  and  such  service  constituted  ''employment''  as 
defined  in  section  210(a). 

(B)  If  paragraph  (1)  of  this  subsection  would  apply  to  such  an  in- 
dividual (except  for  subparagraph  (A)  of  this  paragraph),  there  shall 
first  he  computed  an  amount  equal  to  the  individuaVs  primary  in- 
surance amount  under  the  preceding  paragraphs  of  this  subsection, 
except  that  for  purposes  of  such  computation  the  percentage  of  the 
individuaVs  average  indexed  monthly  earnings  established  by  sub- 
paragraph (A)(i)  of  paragraph  (1)  shall  he  the  applicable  percentage 
as  determined  under  paragraph  (8).  There  shall  then  be  computed 
(without  regard  to  this  paragraph)  a  second  amount,  which  shall  he 
equal  to  the  individual's  primary  insurance  amount  under  the  pre- 
ceding paragraphs  of  this  subsection,  except  that  such  second 
amount  shall  he  reduced  by  an  amount  equal  to  one-half  of  the  por- 
tion of  the  monthly  periodic  payment  which  is  attributable  to  non- 
covered  service  (with  such  attribution  being  based  on  the  proportion- 
ate number  of  years  of  noncovered  service)  and  to  which  the  individ- 
ual is  entitled  (or  is  deemed  to  be  entitled)  for  the  initial  month  of 
his  or  her  eligibility  for  old-age  or  disability  insurance  benefits.  The 
individual's  primary  insurance  amount  shall  be  the  larger  of  the 
two  amounts  computed  under  this  subparagraph  (before  the  applica- 
tion of  subsection  (i)  and  shall  be  deemed  to  be  computed  under 
paragraph  (1)  of  this  subsection  for  the  purpose  of  applying  other 
provisions  of  this  title. 

(C) (i)  Any  periodic  payment  which  otherwise  meets  the  require- 
ments of  subparagraph  (A),  but  which  is  paid  on  other  than  a 
monthly  basis,  shall  be  allocated  on  a  basis  equivalent  to  a  monthly 
payment  (as  determined  by  the  Secretary),  and  such  equivalent 
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monthly  payment  shall  constitute  a  monthly  periodic  payment  for 
purposes  of  this  paragraph. 

(ii)  In  the  case  of  an  individual  who  has  elected  to  receive  a  peri- 
odic payment  that  has  been  reduced  so  as  to  provide  a  survivors 
benefit  to  any  other  individual,  the  payment  shall  be  deemed  to  be 
increased  (for  purposes  of  any  computation  under  this  paragraph  or 
subsection  (d)(5)  by  the  amount  of  such  reduction. 

(Hi)  If  an  individual  to  whom  subparagraph  (A)  applies  is  eligible 
for  a  periodic  payment  beginning  with  a  month  that  is  subsequent 
to  the  month  in  which  he  or  she  becomes  eligible  for  old-age  or  dis- 
ability insurance  benefits,  the  amount  of  that  payment  (for  purposes 
of  subparagraph  (B))  shall  be  deemed  to  be  the  amount  to  which  he 
or  she  is,  or  is  deemed  to  be,  entitled  (subject  to  clauses  (i),  (ii),  and 
(iv)  of  this  subparagraph)  in  such  subsequent  month. 

(iv)  For  purposes  of  this  paragraph,  the  term  ''periodic  payment'' 
includes  a  payment  payable  in  a  lump  sum  if  it  is  a  commutation 
of,  or  a  substitute  for,  periodic  payments. 

(8)  The  "applicable  percentages "  for  purposes  of  clauses  (i),  (ii), 
and  (Hi)  of  paragraph  (1)(A),  and  the  ''applicable  percentage''  for 
purposes  of  the  first  sentence  of  paragraph  (7)(B),  shall  be  deter- 
mined as  follows: 


For  individuals  who 
initially  become  eligible  for 

old-age  or  disability 
insurance  benefits,  or  who 
die  (before  becoming  eligible 
for  such  benefits),  in — 

The  "applicable  percentage" — 

for  purposes  of 
clause  (i)  of 
paragraph 
(IXA)  is 

for  purposes  of 
clause  (ii)  of 
paragraph 
(1)(A)  is— 

for  purposes  of 
clause  (Hi)  of 
paragraph 
(1)(A)  is- 

for  purposes  of 
the  first 
sentence  of 
paragraph 

(7)(B)  is— 

any  year  from  1979  through 

1999 

90.0 

32.0 

15.0 

61.0 

2000 

89.4 

31.8 

14.9 

60.6 

2001 

88.8 

31.6 

14.8 

60.2 

2002 

88.2 

31.4 

14.7 

59.8 

2003 

87.6 

31.1 

14.6 

59.4 

200h 

87.0 

30.9 

14.5 

59.0 

2005 

86.4 

30.7 

14.4 

58.6 

2006 

85.8 

30.5 

14.3 

58.2 

2007  or  thereafter 

85.2 

30.3 

14.2 

57.7 

AVERAGE  INDEXED  MONTHLY  EARNINGS;  AVERAGE  MONTHLY  WAGE 

(b)(1)  *  *  * 

******* 

(3)(A)  Except  as  provided  by  subparagraph  (B),  the  wages  paid  in 
and  self-employment  income  credited  to  each  of  an  individual's 
computation  base  years  for  purposes  of  the  selection  therefrom  of 
benefit  computation  years  under  paragraph  (2)  shall  be  deemed  to 
be  equal  to  the  product  of— 

(i)  the  wages  and  self-employment  income  paid  in  or  credited 
to  such  year  (as  determined  without  regard  to  this  subpara- 
graph), and 

(ii)  the  quotient  obtained  by  dividing — 
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(I)  the  average  of  the  total  wages  (as  defined  in  regula- 
tions of  the  Secretary  and  computed  without  regard  to  the 
limitations  specified  in  section  209(a))  reported  to  the  Sec- 
retary of  the  Treasury  or  his  delegate  for  the  second  calen- 
dar year  (after  1976)  preceding  the  earliest  of  the  year  of 
the  individual's  death,  eligibility  for  an  old-age  insurance 
benefit,  or  eligibility  for  a  disability  insurance  benefit 
(except  that  the  year  in  which  the  individual  dies,  or  be- 
comes eligible,  shall  not  be  considered  as  such  year  if  the 
individual  was  entitled  to  disability  insurance  benefits  for 
any  month  in  the  12-month  period  immediately  preceding 
such  death  or  eligibility,  but  there  shall  be  counted  instead 
the  year  of  the  individual's  eligibility  for  the  disability  in- 
surance benefit  to  which  he  was  entitled  in  such  12-month 
period),  by 

(II)  the  average  of  the  total  wages  (as  so  defined  and 
computed)  reported  to  the  Secretary  of  the  Treasury  or  his 
delegate  for  the  computation  base  year  for  which  the  de- 
termination is  made. 

(B)  Wages  paid  in  or  self-employment  income  credited  to  an  in- 
dividual's computation  base  year  which — 

(i)  occurs  after  the  second  calendar  year  specified  in  subpara- 
graph (A)(ii)(I),  or 

(ii)  is  a  year  treated  under  subsection  (f)(2)(C)  as  though  it 
were  the  last  year  of  the  period  specified  in  paragraph  (2)(B)(ii), 

shall  be  available  for  use  in  determining  an  individual's  benefit 
computation  years,  but  without  applying  subparagraph  (A)  of  this 
paragraph. 

******* 

PRIMARY  INSURANCE  BENEFIT  UNDER  1939  ACT 

(d)(1)  *  *  * 

*  *  *  *  *  *  *  ' 

(5)  In  the  case  of  an  individual  whose  primary  insurance  amount 
is  not  computed  under  paragraph  (1)  of  subsection  (a)  by  reason  of 
paragraph  (4)(B)(ii)  of  that  subsection,  who — 

(A)  attains  age  62  after  1985  (except  where  he  or  she  became 
entitled  to  a  disability  insurance  benefit  before  1986,  and  re- 
mained so  entitled  in  any  of  the  12  months  immediately  preced- 
ing his  or  her  attainment  of  age  62),  or 

(B)  would  attain  age  62  after  1985  and  becomes  entitled  to  a 
disability  insurance  benefit  after  1985, 

and  who  is  entitled  to  a  monthly  periodic  payment  (including  a  pay- 
ment determined  under  subsection  (a)(7)(C))  based  (in  whole  or  in 
part)  upon  his  or  her  earnings  in  noncovered  service,  the  primary  in- 
surance amount  of  such  individual  during  his  or  her  concurrent  en- 
titlement to  such  monthly  periodic  payment  and  to  old-age  or  dis- 
ability insurance  benefits  shall  be  the  primary  insurance  amount 
computed  or  recomputed  under  this  subsection  (without  regard  to 
this  paragraph  and  before  the  application  of  subsection  (i))  reduced 
by  an  amount  equal  to  the  smaller  of— 
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(i)  one-half  of  the  primary  insurance  amount  (computed  with- 
out regard  to  this  paragraph  and  before  the  application  of  sub- 
section (i)),  or 

(ii)  one-half  of  the  portion  of  the  monthly  periodic  payment 
(or  payment  determined  under  subsection  (a)(7)(C))  which  is  at- 
tributable to  noncovered  service  (with  such  attribuHon  being 
based  on  the  proportionate  number  of  years  of  noncovered  serv- 
ice) and  to  which  that  individual  is  entitled  (or  is  deemed  to  be 
entitled)  for  the  initial  month  of  his  or  her  eligibility  for  old- 
age  or  disability  insurance  benefits. 

Notwithstanding  the  preceding  sentence,  in  no  case  shall  the  pri- 
mary insurance  amount  of  an  insured  individual  be  computed  or  re- 
computed under  this  paragraph  if  the  monthly  periodic  payment  to 
which  such  individual  is  entitled  is  based  in  whole  or  in  part  on 
earnings  derived  from  the  performance  of  service  as  an  employee  of 
the  United  States,  or  of  an  instrumentality  of  the  United  States, 
before  1971,  and  such  service  constituted  ''employment''  as  defined 
in  section  210(a). 

******* 

RECOMPUTATION  OF  BENEFITS 

(f)(1)  After  an  individuars  primary  insurance  amount  has  been 
determined  under  this  section,  there  shall  be  no  recomputation  of 
such  individual's  primary  insurance  amount  except  as  provided  in 
this  subsection  or,  in  the  case  of  a  World  War  II  veteran  who  died 
prior  to  July  27,  1954,  as  provided  in  section  217(b). 

******* 

(9)(A)  In  the  case  of  an  individual  who  becomes  entitled  to  a  peri- 
odic payment  determined  under  subsection  (a)(7)(A)  (including  a 
payment  determined  under  subsection  (a)(7)(C))  in  a  month  subse- 
quent to  the  first  month  in  which  he  or  she  becomes  entitled  to  an 
old-age  or  disability  insurance  benefit,  and  whose  primary  insur- 
ance amount  has  been  computed  without  regard  to  either  such  sub- 
section or  subsection  (d)(5),  such  individual's  primary  insurance 
amount  shall  be  recomputed,  in  accordance  with  either  such  subsec- 
tion or  subsection  (d)(5),  as  may  be  applicable,  effective  with  the 
first  month  of  his  or  her  concurrent  entitlement  to  such  benefit  and 
such  periodic  payment. 

(B)  If  an  individual's  primary  insurance  amount  has  been  com- 
puted under  subsection  (a)(7)  or  (d)(5),  and  it  becomes  necessary  to 
recompute  that  primary  insurance  amount  under  this  subsection — 

(i)  so  as  to  increase  the  monthly  benefit  amount  payable  with 
respect  to  such  primary  insurance  amount  (except  in  the  case  of 
the  individual's  death),  such  increase  shall  be  determined  as 
though  such  primary  insurance  amount  had  initially  been  com- 
puted without  regard  to  subsection  (a)(7)  or  (d)(5),  or 

(ii)  by  reason  of  the  individual's  death,  such  primary  insur- 
ance amount  shall  be  recomputed  without  regard  to  (and  as 
though  it  had  never  been  computed  with  regard  to)  subsection 
(a)(7)  or  (d)(5). 
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COST-OF-LIVING  INCREASES  IN  BENEFITS 

(i)(l)  For  purposes  of  this  subsection — 

(A)  the  term  "base  quarter"  means  (i)  the  [calendar  quarter 
ending  on  March  31  in  each  year  after  1974]  calendar  quarter 
ending  on  September  30  in  each  year  after  1982,  or  (ii)  any 
other  calendar  quarter  in  which  occurs  the  effective  month  of 
a  general  benefit  increase  under  this  title; 

(B)  the  term  "cost-of-living  computation  quarter"  means  a 
base  quarter,  as  defined  in  subpargraph  (A)(i)  [in  which  the 
Consumer  Price  Index  prepared  by  the  Department  of  Labor 
exceeds,  but  not  less  than  3  per  centum,  such  Index  in  the  later 
of  (i)  the  last  prior  cost-of-living  computation  quarter  which  was 
establish  under  this  subparagraph,  or  (ii)  the  most  recent  calen- 
dar quarter  in  which  occurred  the  effective  month  of  a  general 
benefit  increase  under  this  title] ;  with  respect  to  which  the 
applicable  increase  percentage  is  3  percent  or  more;  except  that 
there  shall  be  no  cost-of-living  computation  quarter  in  any 
calendar  year  if  in  the  year  prior  to  such  year  a  law  has  been 
enacted  providing  a  general  benefit  increase  under  this  title  or  if 
in  such  prior  year  such  a  general  benefit  increase  becomes 
effective;  [and] 

(C)  the  term  ''applicable  increase  percentage''  means — 

(i)  with  respect  to  a  base  quarter  or  cost-of-living  compu- 
tation quarter  in  any  calendar  year  before  1988,  or  in  any 
calendar  year  after  1987  for  which  the  OASDI  fund  ratio  is 
20.0 percent  or  more,  the  CPI  increase  percentage;  and 

(ii)  with  respect  to  a  base  quarter  or  cost-of-living  compu- 
tation quarter  in  any  calendar  year  after  1987  for  which 
the  OASDI  fund  ratio  is  less  than  20.0  percent,  the  CPI  in- 
crease percentage  or  the  wage  increase  percentage,  which- 
ever (with  respect  to  that  quarter)  is  the  lower; 

(D)  the  term  "CPI  increase  precentage",  with  respect  to  a  base 
quarter  or  cost-of-living  computation  quarter  in  any  calendar 
year,  means  the  percentage  (rounded  to  the  nearest  one-tenth  of 
1  percent)  by  which  the  Consumer  Price  Index  for  that  quarter 
exceeds  such  index  for  the  most  recent  prior  calendar  quarter 
which  was  a  base  quarter  under  subparagraph  (A)(ii)  or,  if 
later,  the  most  recent  cost-of-living  computation  quarter  under 
subparagraph  (B); 

(E)  the  term  ''wage  increase  percentage'',  with  respect  to  a 
base  quarter  or  cost-of-living  computation  quarter  in  any  calen- 
dar year,  means  the  percentage  (rounded  to  the  nearest  one- 
tenth  of  1  percent)  by  which  the  SSA  average  wage  index  for  the 
year  immediately  preceding  such  calendar  year  exceeds  such 
index  for  the  year  immediately  preceding  the  most  recent  prior 
calendar  year  which  included  a  base  quarter  under  subpara- 
graph (A)(ii)  or,  if  later,  which  included  a  cost-of-living  compu- 
tation quarter; 

(F)  the  term  "OASDI  fund  ratio",  with  respect  to  any  calen- 
dar year,  means  the  ratio  of— 

(i)  the  combined  balance  in  the  Federal  Old-Age  and  Sur- 
vivors Insurance  Trust  Fund  and  the  Federal  Disability  In- 
surance Trust  Fund,  reduced  by  the  outstanding  amount  of 
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any  loan  (including  interest  thereon)  theretofore  made  to 
either  such  Fund  from  the  Federal  Hospital  Insurance 
Trust  Fund  under  section  201(1),  as  of  the  beginning  of  such 
year,  to 

(ii)  the  total  amount  which  (as  estimated  by  the  Secre- 
tary) will  be  paid  from  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  and  the  Federal  Disability  Insurance 
Trust  Fund  during  such  calendar  year  for  all  purposes  au- 
thorized by  section  201  (other  than  payments  of  interest  on, 
or  repayments  of,  loans  from  the  Federal  Hospital  Insur- 
ance Trust  Fund  under  section  201(1)),  but  excluding  any 
transfer  payments  between  such  trust  funds  and  reducing 
the  amount  of  any  transfers  to  the  Railroad  Retirement  Ac- 
count by  the  amount  of  any  transfers  into  either  such  trust 
fund  from  that  Account; 
(G)  the  term  "SSA  average  wage  index",  with  respect  to  any 
calendar  year,  means  the  average  of  the  total  wages  reported  to 
the  Secretary  of  the  Treasury  or  his  delegate  for  the  preceding 
calendar  year   as   determined  for  purposes   of  subsection 
(b)(3)(A)(ii);  and 

[(C)]  {H)  the  Consumer  Price  Index  for  a  base  quarter,  a 
cost-of-living  computation  quarter,  or  any  other  calendar  quar- 
ter shall  be  the  arithmetical  mean  of  such  index  for  the  3 
months  in  such  quarter. 
(2)(A)(i)  The  Secretary  shall  determine  each  year  beginning  with 
1975  (subject  to  the  limitation  in  paragraph  (1)(B))  whether  the 
base  quarter  (as  defined  in  paragraph  (l)(A)(i))  in  such  year  is  a 
cost-of-living  computation  quarter. 

(ii)  If  the  Secretary  determines  that  the  base  quarter  in  any  year 
is  a  cost-of-living  computation  quarter,  he  shall,  effective  with  the 
month  of  [June]  December  of  that  year  as  provided  in  subpara- 
graph (B),  increase — 

(I)  the  benefit  amount  to  which  individuals  are  entitled  for 
that  month  under  section  227  or  228, 

(II)  the  primary  insurance  amount  of  each  other  individual 
on  which  benefit  entitlement  is  based  under  this  title,  and 

(III)  the  amount  of  total  monthly  benefits  based  on  any  pri- 
mary insurance  amount  which  is  permitted  under  section  203 
(and  such  total  shall  be  increased,  unless  otherwise  so  in- 
creased under  another  provision  of  this  title,  at  the  same  time 
as  such  primary  insurance  amount)  or,  in  the  case  of  a  pri- 
mary insurance  amount  computed  under  subsection  (a)  as  in 
effect  (without  regard  to  the  table  contained  therein)  prior  to 
January  1979,  the  amount  to  which  the  beneficiaries  may  be 
entitled  under  section  203  as  in  effect  in  December  1978, 
except  as  provided  by  section  203(a)(7)  and  (8)  as  in  effect  after 
December  1978. 

The  increase  shall  be  derived  by  multiplying  each  of  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  (including  each  of  those 
amounts  as  previously  increased  under  this  subparagraph)  [by  the 
same  percentage  (rounded  to  the  nearest  one-tenth  of  1  percent)  as 
the  percentage  by  which  the  Consumer  Price  Index  for  that  cost-of- 
living  computation  quarter  exceeds  such  index  for  the  most  recent 
prior  calendar  quarter  which  was  a  base  quarter  under  paragraph 


248 


(l)(A)(ii)  or,  if  later,  the  most  recent  cost-of-living  computation 
quarter  under  paragraph  (1)(B);3  by  the  applicable  increase  percent- 
age; and  any  amount  so  increased  that  is  not  a  multiple  of  $0.10 
shall  be  decreased  to  the  next  lower  multiple  of  $0.10.  Any  increase 
under  this  subsection  in  a  primary  insurance  amount  determined 
under  subparagraph  (C)(i)  of  subsection  (a)(1)  shall  be  applied  after 
the  initial  determination  of  such  primary  insurance  amount  under 
that  subparagraph  (with  the  amount  of  such  increase,  in  the  case 
of  an  individual  who  becomes  eligible  for  old-age  or  disability  insur- 
ance benefits  or  dies  in  a  calendar  year  after  1979,  being  deter- 
mined from  the  range  of  possible  primary  insurance  amounts  pub- 
lished by  the  Secretary  under  the  last  sentence  of  subparagraph 
(D)). 

(iii)  In  the  case  of  an  individual  who  becomes  eligible  for  an  old- 
age  or  disability  insurance  benefit,  or  who  dies  prior  to  becoming  so 
eligible,  in  a  year  in  which,  there  occurs  an  increase  provided 
under  clause  (ii),  the  individual's  primary  insurance  amount  (with- 
out regard  to  the  time  of  entitlement  to  that  benefit)  shall  be  in- 
creased (unless  otherwise  so  increased  under  another  provision  of 
this  title  and,  with  respect  to  a  primary  insurance  amount  deter- 
mined under  subsection  (a)(l)(C)(i)(I)  in  the  case  of  an  individual  to 
whom  that  subsection  (as  in  effect  in  December  1981)  applied,  sub- 
ject to  the  provisions  of  subsection  (a)(l)(C)(i)  and  clauses  (iv)  and  (v) 
of  this  subparagraph  (as  then  in  effect)  by  the  amount  of  that  in- 
crease and  subsequent  applicable  increases,  but  only  with  respect 
to  benefits  payable  for  months  after  [May]  November  of  that  year. 

(B)  The  increase  provided  by  subparagraph  (A)  with  respect  to  a 
particular  cost-of-living  computation  quarter  shall  apply  in  the  case 
of  monthly  benefits  under  this  title  for  months  after  [May]  No- 
vember of  the  calendar  year  in  which  occurred  such  cost-of-living 
computation  quarter,  and  in  the  case  of  lump-sum  death  payments 
with  respect  to  deaths  occurring  after  [May]  November  of  such 
calendar  year. 

(C)  (i)  Whenever  the  level  of  the  Consumer  Price  Index  as  pub- 
lished for  any  month  exceeds  by  2.5  percent  or  more  the  level  of 
such  index  for  the  most  recent  base  quarter  (as  defined  in  para- 
graph (l)(A)(ii))  or,  if  later,  the  most  recent  cost-of-living  computa- 
tion quarter,  the  Secretary  shall  (within  5  days  after  such  publica- 
tion) report  the  amount  of  such  excess  to  the  House  Committee  on 
Ways  and  Means  and  the  Senate  Committee  on  Finance. 

(ii)  Whenever  the  Secretary  determines  that  a  base  quarter  in  a 
calendar  year  is  also  a  cost-of-living  computation  quarter,  he  shall 
notify  the  House  Committee  on  Ways  and  Means  and  the  Senate 
Committee  on  Finance  of  such  determination  within  30  days  after 
the  close  of  such  quarter,  indicating  the  amount  of  the  benefit 
increase  to  be  provided,  his  estimate  of  the  extent  to  which  the  cost 
of  such  increase  would  be  met  by  an  increase  in  the  contribution 
and  benefit  base  under  section  230  and  the  estimated  amount  of 
the  increase  in  such  base,  the  actuarial  estimates  of  the  effect  of 
such  increase,  and  the  actuarial  assumptions  and  methodology 
used  in  preparing  such  estimates. 

(iii)  The  Secretary  shall  determine  and  promulgate  the  OASDI 
fund  ratio  and  the  SSA  wage  index  for  each  calendar  year  before 
November  1  of  that  year,  based  upon  the  most  recent  data  then 
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available,  and  shall  include  a  statement  of  such  fund  ratio  and 
wage  index  (and  of  the  effect  such  ratio  and  the  level  of  such  index 
may  have  upon  benefit  increases  under  this  subsection)  in  any  noti- 
fication made  under  clause  (ii)  and  any  determination  published 
under  subparagraph  (D). 

(D)  If  the  Secretary  determines  that  a  base  quarter  in  a  calendar 
year  is  also  a  cost-of-living  computation  quarter,  he  shall  publish  in 
the  Federal  Register  within  45  days  after  the  close  of  such  quarter 
a  determination  that  a  benefit  increase  is  resultantly  required  and 
the  percentage  thereof.  He  shall  also  publish  in  the  Federal  Regis- 
ter at  that  time  (i)  a  revision  of  the  range  of  the  primary  insurance 
amounts  which  are  possible  after  the  application  of  this  subsection 
based  on  the  dollar  amount  specified  in  subparagraph  (C)(i)  of  sub- 
section (a)(1)  (with  such  revised  primary  insurance  amounts  consti- 
tuting the  increased  amounts  determined  for  purposes  of  such  sub- 
paragraph (C)(i)  under  this  subsection),  or  specified  in  subsection 
(a)(3)  as  in  effect  prior  to  1979,  and  (ii)  a  revision  of  the  range  of 
maximum  family  benefits  which  correspond  to  such  primary  insur- 
ance amounts  (with  such  maximum  benefits  being  effective  not- 
withstanding section  203(a)  except  for  paragraph  (3)(B)  thereof  (or 
paragraph  (2)  thereof  as  in  effect  prior  to  1979)).  Notwithstanding 
the  preceding  sentence,  such  revision  of  maximum  family  benefits 
shall  be  subject  to  paragraph  (6)  of  section  203(a)  (as  added  by  sec- 
tion 101(a)(3)  of  the  Social  Security  Disability  Amendments  of 
1980). 

(3)  As  used  in  this  subsection,  the  term  "general  benefit  increase 
under  this  title"  means  an  increase  (other  than  an  increase  under 
this  subsection)  in  all  primary  insurance  amounts  on  which  month- 
ly insurance  benefits  under  this  title  are  based. 

(4)  This  subsection  as  in  effect  in  December  1978,  as  modified  by 
the  application  of  the  amendments  made  by  sections  111(b)(2)  and 
112  of  the  Social  Security  Act  Amendments  of  1983,  shall  continue 
to  apply  to  subsection  (a)  and  (d),  as  then  in  effect,  for  purposes  of 
computing  the  primary  insurance  amount  of  an  individual  to 
whom  subsection  (a),  as  in  effect  after  December  1978,  does  not 
apply  (including  an  individual  to  whom  subsection  (a)  does  not 
apply  in  any  year  by  reason  of  paragraph  (4)(B)  of  that  subsection 
(but  the  application  of  this  subsection  in  such  cases  shall  be  modi- 
fied by  the  application  of  subdivision  (I)  in  the  last  sentence  of 
paragraph  (4)  of  that  subsection)),  "except  that  for  this  purpose,  in 
applying  paragraphs  (2)(A)(ii),  (2)(D)(iv),  and  (2)(D)(v)  of  this  subsec- 
tion as  in  effect  in  December  1978,  the  phrase  "increased  to  the 
next  higher  multiple  of  $0.10"  shall  be  deemed  to  read  "decreased 
to  the  next  lower  multiple  of  $0.10".  For  purposes  of  computing  pri- 
mary insurance  amounts  and  maximum  family  benefits  (other  than 
primary  insurance  amounts  and  maximum  family  benefits  for  indi- 
viduals to  whom  such  paragraph  (4)(B)  applies),  the  Secretary  shall 
publish  in  the  Federal  Register  revisions  of  the  table  of  benefits 
contained  in  subsection  (a),  as  in  effect  in  December  1978,  as  re- 
quired by  paragraph  (2)(D)  of  this  subsection  as  then  in  effect. 

(5) (A)If- 

(i)  with  respect  to  any  calendar  year  the  ''applicable  increase 
percentage^'  was  determined  under  caluse  (ii)  of  paragraph  (1)(C) 
rather  than  under  clause  (i)  of  such  paragraph,  and  the  in- 
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crease  becoming  effective  under  paragraph  (2)  in  such  year  was 
accordingly  determined  on  the  basis  of  the  wage  increase  per- 
centage rather  than  the  CPI  increase  percentage  (or  there  was 
no  such  increase  becoming  effective  under  paragraph  (2)  in  that 
year  because  the  wage  increase  percentage  was  less  than  3  per- 
cent), and 

(ii)  for  any  subsequent  calendar  year  in  which  an  increase 
under  paragraph  (2)  becomes  effective  the  OASDI  fund  ratio  is 
greater  than  32.0  percent, 
the  each  of  the  amounts  described  in  subdivisions  (I),  (II),  and  (III) 
of  paragraph  (2)(A)(ii),  as  increased  under  paragraph  (2)  effective 
with  the  month  of  December  in  such  subsequent  calendar  year,  shall 
be  further  increased  (effective  with  such  month)  by  an  additional 
percentage,  which  shall  be  determined  under  subparagraph  (B)  and 
shall  apply  as  provided  in  subparagraph  (C). 

(B)  The  applicable  additional  percentage  by  which  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  of  paragraph  (2)(A)(ii)  are 
to  be  further  increased  under  subparagraph  (A)  in  the  subsequent 
calendar  year  involved  shall  be  the  difference  between — 

(i)  the  compounded  percentage  benefit  increases  that  would 
have  been  paid  if  all  increases  under  paragraph  (2)  had  been 
made  on  the  basis  of  the  CPI  increase  percentage,  and 

(ii)  the  compounded  percentage  benefit  increases  that  were  ac- 
tually paid  under  paragraph  (2)  and  this  paragraph, 

with  such  increases  being  measured — 

(Hi)  in  the  case  of  amounts  described  in  subdivision  (I)  of 
paragraph  (2)(A)(ii),  over  the  period  beginning  with  the  calen- 
dar year  in  which  the  individual  first  became  entitled  to 
monthly  benefits  described  in  such  subdivision  and  ending  with 
such  subsequent  calendar  year,  and 

(iv)  in  the  case  of  amounts  described  in  subdivisions  (II)  and 
(III)  of  paragraph  (2)(A)(ii),  over  the  period  beginning  with  the 
calendar  year  in  which  the  individual  whose  primary  insurance 
amount  is  increased  under  such  subdivision  (II)  initially 
became  eligible  for  an  old-age  or  disability  insurance  benefit,  or 
died  before  becoming  so  eligible,  and  ending  with  such  subse- 
quent calendar  year; 
except  that  if  the  Secretary  determines  in  any  case  that  the  applica- 
tion (in  accordance  with  subparagraph  (C))  of  the  additional  per- 
centage as  computed  under  the  preceding  provisions  of  this  subpara- 
graph would  cause  the  OASDI  fund  ratio  to  fall  below  32.0  percent 
in  the  calendar  year  immediately  following  such  subsequent  year,  he 
shall  reduce  such  applicable  additional  percentage  to  the  extent  nec- 
essary to  ensure  that  the  OASDI  fund  ratio  will  remain  at  or  above 
32.0  percent  through  the  end  of  such  following  year. 

(C)  Any  applicable  additional  percentage  increase  in  an  amount 
described  in  subdivision  (I),  (II),  or  (III)  of  paragraph  (2)(A)(ii), 
made  under  this  paragraph  in  any  calendar  year,  shall  thereafter  be 
treated  for  all  the  purposes  of  this  Act  as  a  part  of  the  increase 
made  in  such  amount  under  paragraph  (2)  for  that  year. 

OTHER  DEFINITIONS 

Sec.  216.  For  the  purposes  of  this  title — 
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Spouse;  Surviving  Spouse 

(a)(1)  The  term  "spouse^'  means  a  wife  as  defined  in  subsection  (h) 
or  a  husband  as  defined  in  subsection  (f). 

(2)  The  term  '^surviving  spouse  "  means  a  widow  as  defined  in  sub- 
section (c)  or  a  widower  as  defined  in  subsection  (g). 

******* 

[divorced  wives;  divorce]  divorced  spouses;  divorce 

(d)(1)  the  term  "divorced  wife"  means  a  woman  divorced  from  an 
individual,  but  only  if  she  had  been  married  to  such  individual  for 
a  period  of  10  years  immediately  before  the  date  the  divorce 
became  effective. 

(2)  the  term  "surviving  divorced  wife*'  means  a  woman  divorced 
from  an  individual  who  has  died,  but  only  if  she  had  been  married 
to  the  individual  for  a  period  of  10  years  immediately  before 
the  date  the  divorce  became  effective. 

(3)  The  term  "surviving  divorced  mother"  means  a  woman  di- 
vorced from  an  individual  who  has  died,  but  only  if  (A)  she  is  the 
mother  of  his  son  or  daughter,  (B)  she  legally  adopted  his  son  or 
daughter  while  she  was  married  to  him  and  while  such  son  or 
daughter  was  under  the  age  of  18,  (C)  he  legally  adopted  her  son  or 
daughter  while  she  was  married  to  him  and  while  such  son  or 
daughter  was  under  the  age  of  18,  or  (D)  she  was  married  to  him  at 
the  time  both  of  them  legally  adopted  a  child  under  the  age  of  18. 

(Jf.)  The  term  '^divorced  husband"  means  a  man  divorced  from  an 
individual,  but  only  if  he  had  been  married  to  such  individual  for  a 
period  of  10  years  immediately  before  the  date  the  divorce  became 
effective. 

(5)  The  term  ''surviving  divorced  husband"  means  a  man  divorced 
from  an  individual  who  has  died,  but  only  if  he  had  been  married 
to  the  individual  for  a  period  of  10  years  immediately  before  the  di- 
vorce became  effective. 

[(4)1  (6)  The  terms  "divorce"  and  "divorced"  refer  to  a  divorce  a 
vinculo  matrimonii. 

******* 
Husband 

if)  The  term  "husband"  means  the  husband  of  an  individual,  but 
only  if  (1)  he  is  the  father  of  her  son  or  daughter,  (2)  he  was  mar- 
ried to  her  for  a  period  of  not  less  than  one  year  immediately  pre- 
ceding the  day  on  which  his  application  is  filed,  or  (3)  in  the  month 
prior  to  the  month  of  his  marriage  to  her  (A)  he  was  entitled  to,  or 
on  application  therefor  and  attainment  of  age  62  in  such  prior 
month  would  have  been  entitled  to,  benefits  under  subsections  (c)  (f) 
or  (h)  of  section  202,  (B)  he  had  attained  age  eighteen  and  was  enti- 
tled to,  or  on  application  therefor  would  have  been  entitled  to, 
benefits  under  subsection  (d)  of  such  section  (subject,  however,  to 
section  202(s)),  or  (C)  he  was  entitled  to,  or  upon  application  there- 
for and  attainment  of  the  required  age  (if  any)  he  would  have  been 
entitled  to,  a  widower's,  child's  (after  attainment  of  age  18),  or  par- 
ent's insurance  annuity  under  section  2  of  the  Railroad  Retirement 
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Act  of  1974,  as  amended.  For  purposes  of  clause  (2),  a  husband  shall 
be  deemed  to  have  been  married  to  an  individual  for  a  period  of 
one  year  throughout  the  month  in  which  occurs  the  first  anniversa- 
ry of  his  marriage  to  her. 

Widower 

(g)  The  term  "widower"  (except  when  used  in  the  first  sentence 
of  section  202(i))  means  the  surviving  husband  of  an  individual,  but 
only  if  (1)  he  is  the  father  of  her  son  of  daughter,  (2)  he  legally 
adopted  her  son  or  daughter  while  he  was  married  to  her  and 
while  such  son  or  daughter  was  under  the  age  of  eighteen  (3)  she 
legally  adopted  his  son  or  daughter  while  he  was  married  to  her 
and  while  such  son  or  daughter  was  under  the  age  of  eighteen,  (4) 
he  was  married  to  her  at  the  time  both  of  them  legally  adopted  a 
child  under  the  age  of  eighteen,  (5)  he  was  married  to  her  for  a 
period  of  not  less  than  nine  months  immediately  prior  to  the  day 
on  which  she  died,  or  (6)  in  the  month  before  the  month  of  his  mar- 
riage to  her  (A)  he  was  entitled  to,  or  on  application  therefor  and 
attainment  of  age  62  in  such  prior  month  would  have  been  entitled 
to,  benefits  under  subsection  (c),  (f)  or  (h)  of  section  202,  (B)  he  had 
attained  age  eighteen  and  was  entitled  to,  or  on  application  there- 
for would  have  been  entitled  to,  benefits  under  subsection  (d)  of 
such  section  (subject,  however,  to  section  202(s)),  or  (C)  he  was  enti- 
tled to,  or  on  application  therefor  and  attainment  of  the  required 
age  (if  any)  he  would  have  been  entitled  to,  a  widower's,  child's 
(after  attainment  of  age  18),  or  parent's  insurance  annuity  under 
section  2  of  the  Railroad  Retirement  Act  of  1974,  as  amended. 

DETERMINATION  OF  FAMILY  STATUS 

(h)  (1)(A)  *   *  * 

******* 

(3)  An  applicant  who  is  the  son  or  daughter  of  a  fully  or  current- 
ly insured  individual,  but  who  is  not  (and  is  not  deemed  to  be)  the 
child  of  such  insured  individual  under  paragraph  (2),  shall  never- 
theless be  deemed  to  be  the  child  of  such  insured  individual  if: 

(A)  in  the  case  of  an  insured  individual  entitled  to  old-age  in- 
surance benefits  (who  was  not,  in  the  month  preceding  such 
entitlement,  entitled  to  disability  insurance  benefits) — 

(i)  such  insured  individual — 

(I)  has  acknowledged  in  writing  that  the  applicant  is 
his  or  her  son  or  daughter, 

(II)  has  been  decreed  by  a  court  to  be  the  mother  or 
father  of  the  applicant,  or 

(III)  has  been  ordered  by  a  court  to  contribute  to  the 
support  of  the  applicant  because  the  applicant  is  his  or 
her  son  or  daughter, 

and  such  acknowledgement,  court  decree,  or  court  order 
was  made  not  less  than  one  year  before  such  insured  indi- 
vidual became  entitled  to  old-age  insurance  benefits  or  at- 
tained age  65,  whichever  is  earlier;  or 

(ii)  such  insured  individual  is  shown  by  evidence  satisfac- 
tory to  the  Secretary  to  be  the  mother  or  father  of  the  ap- 
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plicant  and  was  living  with  or  contributing  to  the  support 
of  the  applicant  at  the  time  [such  insured  individual 
became  entitled  to  benefits  or  attained  age  65,  whichever 
first  occurred;]  such  applicant's  application  for  benefits 
was  filed; 

(B)  in  the  case  of  an  insured  individual  entitled  to  disability 
insurance  benefits,  or  who  was  entitled  to  such  benefits  in  the 
month  preceding  the  first  month  for  which  he  or  she  was  enti- 
tled to  old-age  insurance  benefits — 

(i)  such  insured  individual — 

(I)  has  acknowledged  in  writing  that  the  applicant  is 
his  or  her  son  or  daughter, 

(II)  has  been  decreed  by  a  court  to  be  the  mother  or 
father  of  the  applicant,  or 

(III)  has  been  ordered  by  a  court  to  contribute  to  the 
support  of  the  applicant  because  the  applicant  is  his  or 
her  son  or  daughter, 

and  such  acknowledgement,  court  decree,  or  court  order 
was  made  before  such  insured  individual's  most  recent 
period  of  disability  began;  or 

(ii)  such  insured  individual  is  shown  by  evidence  satisfac- 
tory to  the  Secretary  to  be  the  mother  or  father  of  the  ap- 
plicant and  was  living  with  or  contributing  to  the  support 
of  that  applicant  at  the  time  [such  period  of  disability 
began]  such  applicant's  application  for  benefits  was  filed; 

(C)  in  the  case  of  a  deceased  individual — 

(i)  such  insured  individual — 

(I)  had  acknowledged  in  writing  that  the  applicant  is 
his  or  her  son  or  daughter, 

(II)  had  been  decreed  by  a  court  to  be  the  mother  or 
father  of  the  applicant,  or 

(III)  had  been  ordered  by  a  court  to  contribute  to  the 
support  of  the  applicant  because  the  applicant  was  his 
or  her  son  or  daughter, 

and  such  acknowledgement,  court  decree,  or  court  order 
was  made  before  the  death  of  such  insured  individual,  or 
(ii)  such  insured  individual  is  shown  by  evidence  satisfac- 
tory to  the  Secretary  to  have  been  the  mother  or  father  of 
the  applicant,  and  such  insured  individual  was  living  with 
or  contributing  to  the  support  of  the  applicant  at  the  time 
such  insured  individual  died. 
For  purposes  of  [subparagraph  (A)(i)]  subparagraphs  (A)(i)  and 
(B)(i),  an  acknowledgement,  court  decree,  or  court  order  shall  be 
deemed  to  have  occurred  on  the  first  day  of  the  month  in  which  it 
actually  occurred. 

*♦*♦♦♦* 
disabiuty;  period  of  disability 

(i)(l)*  *  * 
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(3)  The  requirements  referred  to  in  clauses  (i)  and  (ii)  of  para- 
graph (2XC)  are  satisfied  by  an  individual  with  respect  to  any  quar- 
ter only  if— 

(A)  he  would  have  been  a  fully  insured  individual  (as  defined 
in  section  214)  had  he  attained  age  62  and  filed  application  for 
benefits  under  section  202(a)  on  the  first  day  of  such  quarter; 
and 

(B)  (i)  he  had  not  less  that  20  quarters  of  coverage  during  the 
40-quarter  period  which  ends  with  such  quarter,  or 

(ii)  if  such  quarter  ends  before  he  attains  (or  would  attain) 
age  31,  less  than  one-half  (and  not  less  than  6)  of  the  quarters 
during  the  period  ending  with  such  quarter  and  beginning 
after  he  attained  the  age  of  21  were  quarters  of  coverage,  or  (if 
the  number  of  quarters  in  such  period  is  less  than  12)  not  less 
than  6  of  the  quarters  in  the  12-quarter  period  ending  with 
such  quarter  were  quarters  of  coverage  [;],  or 

(Hi)  in  the  case  of  an  individual  (not  otherwise  insured  under 
clause  (i))  who,  by  reason  of  clause  (ii),  had  a  prior  period  of 
disability  that  began  during  a  period  before  the  quarter  in 
which  he  or  she  attained  age  31,  not  less  than  one-half  of  the 
quarters  beginning  after  such  individual  attained  age  21  and 
ending  with  such  quarter  are  quarters  of  coverage,  or  (if  the 
number  of  quarters  in  such  period  is  less  than  12)  not  less  than 
6  of  the  quarters  in  the  12-quarter  period  ending  with  such 
quarter  are  quarters  of  coverage; 
except  that  the  provisions  of  subparagraph  (B)  of  this  paragraph 
shall  not  apply  in  the  case  of  an  individual  who  is  blind  (within  the 
meaning  of  "blindness"  as  defined  in  paragraph  (1)).  For  purposes 
of  subparagraph  (B)  of  this  paragraph,  when  the  number  of  quar- 
ters in  any  period  is  an  odd  number,  such  number  shall  be  reduced 
by  one,  and  a  quarter  shall  not  be  counted  as  part  of  any  period  if 
any  part  of  such  quarter  was  included  in  a  prior  period  of  disability 
unless  such  quarter  was  a  quarter  of  coverage. 

*  *  *  *  *  *  *  . 

BENEFITS  IN  CASE  OF  VETERANS 

Sec.  217.  (a)(1)  *  *  * 

******* 

(f)(1)  In  any  case  where  a  World  War  II  veteran  (as  defined  in 
subsection  (d)(2))  or  a  veteran  (as  defined  in  subsection  (e)(4))  has 
died  or  shall  hereafter  die,  and  [his  widow]  his  or  her  surviving 
spouse  or  child  is  entitled  under  subchapter  III  of  chapter  83  of 
title  5,  United  States  Code,  to  an  annuity  in  the  computation  of 
which  his  or  her  active  military  or  naval  service  was  included, 
clause  (B)  of  subsection  (a)(1)  or  clause  (B)  of  subsection  (e)(1)  shall 
not  operate  (solely  by  reason  of  such  annuity)  to  make  such  subsec- 
tion inapplicable  in  the  case  of  any  monthly  benefit  under  section 
202  which  is  based  on  his  or  her  wages  and  self-employment 
income;  except  that  no  such  [widow]  surviving  spouse  or  child 
shall  be  entitled  under  section  202  to  any  monthly  benefit  in  the 
computation  of  which  such  service  is  included  by  reason  of  this 
subsection  (A)  unless  such  widow  or  child  after  December  1956 
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waives  his  or  her  right  to  receive  such  annuity,  or  (B)  for  any 
month  prior  to  the  first  month  with  respect  to  which  the  Civil 
Service  Commission  certifies  to  the  Secretary  of  Health,  Education, 
and  Welfare  that  (by  reason  of  such  waiver)  no  further  annuity 
will  be  paid  to  such  [widow]  surviving  spouse  or  child  under  such 
subchapter  III  on  the  basis  of  such  veteran's  military  or  civilian 
service.  Any  such  waiver  shall  be  irrevocable. 

(2)  Whenever  a  [widow]  surviving  spouse  waives  his  or  her  right 
to  receive  such  annuity  such  waiver  shall  constitute  a  waiver  on 
his  or  her  own  behalf;  a  waiver  by  a  legal  guardian  or  guardians, 
or,  in  the  absence  of  a  legal  guardian,  the  person  (or  persons)  who 
has  the  child  in  his  or  her  care,  of  the  child's  right  to  receive  such 
annuity  shall  constitute  a  waiver  on  behalf  of  such  child.  Such  a 
waiver  with  respect  to  an  annuity  based  on  a  veteran's  service 
shall  be  valid  only  if  the  [widow]  surviving  spouse  and  all  chil- 
dren, or,  if  there  is  no  [widow]  surviving  spouse,  all  the  children, 
waive  their  rights  to  receive  annuities  under  subchapter  III  of 
chapter  83  of  title  5,  United  States  Code,  based  on  such  veteran's 
military  or  civilian  service. 

[(g)(1)  In  September  of  1965,  1970,  and  1975,  and  in  October  1980 
and  in  every  fifth  October  thereafter  up  to  and  including  October 
2010,  the  Secretary  shall  determine  the  amount  which,  if  paid  in 
equal  installments  at  the  beginning  of  each  fiscal  year  in  the 
period  beginning — 

[(A)  with  July  1,  1965,  in  the  case  of  the  first  such  determi- 
nation, and 

[(B)  with  the  beginning  of  the  first  fiscal  year  commencing 
after  the  determination  in  the  case  of  all  other  such  determi- 
nations. 

and  ending  with  the  close  of  September  30,  2015,  would  accumu- 
late, with  interest  compounded  annually,  to  an  amount  equal  to 
the  amount  needed  to  place  each  of  the  Trust  Funds  and  the  Feder- 
al Hospital  Insurance  Trust  Fund  in  the  same  position  at  the  close 
of  September  30,  2015,  as  he  estimates  they  would  otherwise  be  in 
at  the  close  of  that  date  if  section  210  of  this  Act  as  in  effect  prior 
to  the  Social  Security  Act  Amendments  of  1950,  and  this  section, 
had  not  been  enacted.  The  rate  of  interest  to  be  used  in  determin- 
ing such  amount  shall  be  the  rate  determined  under  section  201(d) 
for  public-debt  obligations  which  were  or  could  have  been  issued 
for  purchase  by  the  Trust  Funds  in  the  June  preceding  the  Septem- 
ber in  which  the  determinations  in  1965,  1970,  and  1975  are  made 
and  in  the  September  preceding  the  October  in  which  all  other  de- 
terminations are  made. 

[(2)  There  are  authorized  to  be  appropriated  to  the  Trust  Funds 
and  the  Federal  Hospital  Insurance  Trust  Fund — 

[(A)  for  the  fiscal  year  ending  June  30,  1966,  an  amount 
equal  to  the  amount  determined  under  paragraph  (1)  Septem- 
ber 1965,  and 

[(B)  for  each  fiscal  year  in  the  period  beginning  with  July  1, 
1966,  and  ending  with  the  close  of  September  30,  2015,  an 
amount  equal  to  the  annual  installment  for  such  fiscal  year 
under  the  most  recent  determination  under  paragraph  (1) 
which  precedes  such  fiscal  year. 
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[(3)  For  the  fiscal  year  ending  September  30,  2016,  there  is  au- 
thorized to  be  appropriated  to  the  Trust  Funds  and  the  Federal 
Hospital  Insurance  Trust  Fund  such  sums  as  the  Secretary  deter- 
mines would  place  the  Trust  Funds  and  the  Federal  Hospital  Insur- 
ance Trust  Fund  in  the  same  position  in  which  they  would  have 
been  at  the  close  of  September  30,  2015,  if  section  210  of  this  Act  as 
in  effect  prior  to  the  Social  Security  Act  Amendments  of  1950,  and 
this  section,  had  not  been  enacted. 

[(4)  There  are  authorized  to  be  appropriated  to  the  Trust  Funds 
and  the  Federal  Hospital  Insurance  Trust  Fund  annually,  as  bene- 
fits under  this  title  and  part  A  of  title  XVIII  are  paid  after  Septem- 
ber 30,  2015,  such  sums  as  the  Secretary  determines  to  be  neces- 
sary to  meet  the  additional  costs,  resulting  from  subsections  (a),  (b), 
and  (e),  of  such  benefits  (including  lump-sum  death  payments).] 

APPROPRIATION  TO  TRUST  FUNDS 

(g)(1)  Within  thirty  days  after  the  date  of  the  enactment  of  the 
Social  Security  Amendments  of  1983,  the  Secretary  shall  determine 
the  amount  equal  to  the  excess  of— 

(A)  the  actuaral  present  value  as  of  such  date  of  enactment  of 
the  past  and  future  benefit  payments  from  the  Federal  Old-Age 
and  Survivors  Insurance  Trust  Fund,  the  Federal  Disability  In- 
surance Trust  Fund,  and  the  Federal  Hospital  Insurance  Trust 
Fund  under  this  title  and  title  XVIII,  together  with  associated 
administrative  costs,  resulting  from  the  operation  of  this  section 
(other  than  this  subsection)  and  section  210  of  this  Act  as  in 
effect  before  the  enactment  of  the  Social  Security  Act  Amend- 
ments of  1950,  over 

(B)  any  amounts  previously  transferred  from  the  general  fund 
of  the  Treasury  to  such  Trust  Funds  pursuant  to  the  provisions 
of  this  subsection  as  in  effect  immediately  before  the  date  of  the 
enactment  of  the  Social  Security  Act  Amendments  of  1983. 

Such  actuarial  present  value  shall  be  based  on  the  relevant  actuar- 
ial assumptions  set  forth  in  the  report  of  the  Board  of  Trustees  of 
each  such  Trust  Fund  for  1983  under  sections  201(c)  and  1817(b). 
Within  thirty  days  after  the  date  of  the  enactment  of  the  Social  Se- 
curity Act  Amendments  of  1983,  the  Secretary  of  the  Treasury  shall 
transfer  the  amount  determined  under  this  paragraph  with  respect 
to  each  such  Trust  Fund  to  such  Trust  Fund  from  amounts  in  the 
general  fund  of  the  Treasury  not  otherwise  appropriated. 

(2)  The  Secretary  shall  revise  the  amount  determined  under  para- 
graph (1)  with  respect  to  each  such  Trust  Fund  in  1985  and  each 
fifth  year  thereafter,  as  determined  appropriate  by  the  Secretary 
from  data  which  becomes  available  to  him  after  the  date  of  the  de- 
termination under  paragraph  (1)  on  the  basis  of  the  amount  of  bene- 
fits and  administrative  expenses  actually  paid  from  such  Trust 
Fund  under  this  title  or  title  XVIII  and  the  relevant  actuarial  as- 
sumptions set  forth  in  the  report  of  the  Board  of  Trustees  of  such 
Trust  Fund  for  such  year  under  section  201(c)  or  1817(b).  Within  30 
days  after  any  such  revision,  the  Secretary  of  the  Treasury,  to  the 
extent  provided  in  advance  in  appropriation  Acts,  shall  transfer  to 
such  Trust  Fund,  from  amounts  in  the  general  fund  of  the  Treasury 
not  otherwise  appropriated,  or  from  such  Trust  Fund  to  the  general 
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fund  of  the  Treasury,  such  amounts  as  the  Secretary  of  the  Treasury 
determines  necessary  to  compensate  for  such  revision. 

:f(  9ic  ;(c  :^  jf:  ^  ;f: 

VOLUNTARY  AGREEMENTS  FOR  COVERAGE  OF  STATE  AND  LOCAL 

EMPLOYEES 

PURPOSE  OF  AGREEMENT 

Sec.  218.  (a)(1)  *  *  * 

******* 

TERMINATION  OF  AGREEMENT 

[(g)(1)  Upon  giving  at  least  two  years'  advance  notice  in  writing 
to  the  Secretary  of  Health,  Education,  and  Welfare,  a  State  may 
terminate,  effective  at  the  end  of  a  calendar  year  specified  in  the 
notice,  its  agreement  with  the  Secretary  either — 

[(A)  in  its  entirety,  but  only  if  the  agreement  has  been  in 

effect  from  its  effective  date  for  not  less  than  five  years  prior 

to  the  receipt  of  such  notice;  or 

[(B)  with  respect  to  any  coverage  group  designated  by  the 

State,  but  only  if  the  agreement  has  been  in  effect  with  respect 

to  such  coverage  group  for  not  less  than  five  years  prior  to  the 

receipt  of  such  notice. 
[(2)  If  the  Secretary,  after  reasonable  notice  and  opportunity  for 
hearing  to  a  State  with  whom  he  has  entered  into  an  agreement 
pursuant  to  this  section,  finds  that  the  State  has  failed  or  is  no 
longer  legally  able  to  comply  substantially  with  any  provision  of 
such  agreement  or  of  this  section,  he  shall  notify  such  State  that 
the  agreement  will  be  terminated  in  its  entirety,  or  with  respect  to 
any  one  or  more  coverage  groups  designated  by  him,  at  such  time, 
not  later  than  two  years  from  the  date  of  such  notice,  as  he  deems 
appropriate,  unless  prior  to  such  time  he  finds  that  there  no  longer 
is  any  such  failure  or  that  the  cause  for  such  legal  inability  has 
been  removed. 

[(3)  If  any  agreement  entered  into  under  this  section  is  termi- 
nated in  its  entirety,  the  Secretary  and  the  State  may  not  again 
enter  into  an  agreement  pursuant  to  this  section.  If  any  such 
agreement  is  terminated  with  respect  to  any  coverage  group,  the 
Secretary  and  the  State  may  not  thereafter  modify  such  agreement 
so  as  to  again  make  the  agreement  applicable  with  respect  to  such 
coverage  group.] 

DURATION  OF  AGREEMENT 

(g)  No  agreement  under  this  section  may  be  terminated,  either  in 
its  entirety  or  with  respect  to  any  coverage  group,  on  or  after  the 
date  of  the  enactment  of  the  Social  Security  Act  Amendments  of 
1983. 
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FAILURE  TO  MAKE  PAYMENTS 

(jYV  In  case  any  State  does  not  make,  at  the  time  or  times  due, 
the  payments  provided  for  under  an  agreement  pursuant  to  this 
section,  there  shall  be  added,  as  part  of  the  amounts  due,  interest 
at  [the  rate  of  6  per  centum  per  annum]  the  applicable  rate  deter- 
mined in  accordance  with  paragraph  (2)  from  the  date  due  until 
paid,  and  the  Secretary  of  Health,  Education,  and  Welfare  may,  in 
his  discretion,  deduct  such  amounts  plus  interest  from  any 
amounts  certified  by  him  to  the  Secretary  of  the  Treasury  for  pay- 
ment to  such  State  under  any  other  provision  of  this  Act.  Amounts 
so  deducted  shall  be  deemed  to  have  been  paid  to  the  State  under 
such  other  provision  of  this  Act.  Amounts  equal  to  the  amounts  de- 
ducted under  this  subsection  are  hereby  appropriated  to  the  Trust 
Funds  in  the  ratio  in  which  amounts  are  deposited  in  such  Funds 
pursuant  to  subsection  (h)(1). 

(2)  For  purposes  of  paragraph  (1),  the  rate  of  interest  applicable  to 
late  payments  outstanding  during  the  six-month  period  beginning 
on  January  1,  1984,  shall  be  9.0  percent  per  annum.  The  rate  of  in- 
terest applicable  to  late  payments  outstanding  during  the  six-month 
period  beginning  on  July  1,  1984,  and  subsequent  six-month  periods 
beginning  on  January  1  or  July  1  thereafter,  shall  be  determined  by 
the  Secretary  of  the  Treasury  not  later  than  15  days  after  the  end  of 
the  base  period  described  in  the  following  sentence  and  shall  be  an 
annual  rate  equal  to  the  average  (rounded  to  the  nearest  full  per- 
cent, or  the  next  higher  percent  if  it  is  a  multiple  of  0.5  percent  but 
not  of  1.0  percent)  of  the  annual  rates  of  interest  applicable  to  the 
special  obligations  issued  to  the  Trust  Funds  (in  accordance  with 
section  201(d))  in  each  month  of  such  base  period.  The  "base  period^' 
for  the  rate  effective  on  January  1  of  a  year  is  the  six-month  period 
ending  on  the  immediately  preceding  September  SO,  and  the  base 
period  for  the  rate  effective  on  July  1  of  a  year  is  the  six-month 
period  ending  on  the  immediately  preceding  March  31. 

******* 

CERTAIN  EMPLOYEES  OF  THE  STATE  OF  UTAH 

(o)  Notwithstanding  the  provisions  of  subsection  (d),  the  agree- 
ment with  the  State  of  Utah  entered  into  pursuant  to  this  section 
may  be  modified  pursuant  to  subsection  (c)(4)  so  as  to  apply  to  serv- 
ices performed  for  any  of  the  following,  the  employees  performing 
services  for  each  of  which  shall  constitute  a  separate  coverage 
group:  Weber  Junior  College,  Carbon  Junior  College,  Dixie  Junior 
College,  Central  Utah  Vocational  School,  Salt  Lake  Area  Vocation- 
al School,  Center  for  the  Adult  Blind,  Union  High  School  (Roose- 
velt, Utah),  Utah  High  School  Activities  Association,  State  Indus- 
trial School,  State  Training  School,  State  Board  of  Education,  and 
Utah  School  Employees  Retirement  Board.  Any  modification 
agreed  to  prior  to  January  1,  1955,  may  be  made  effective  with  re- 
spect to  services  performed  by  employees  as  members  of  any  of 
such  coverage  groups  after  an  effective  date  specified  therein, 
except  that  in  no  case  may  any  such  date  be  earlier  than  December 
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31,  1950.  Coverage  provided  for  in  this  subsection  shall  not  be  affect- 
ed by  a  subsequent  change  in  the  name  of  a  group. 

«  *  >):  4:  *  «  * 

REHABILITATION  SERVICES 
REFERRAL  FOR  REHABILITATION  SERVICES 

Sec.  222.  [42  U.S.C.  422]  (a)  It  is  hereby  declared  to  be  the 
policy  of  the  Congress  that  disabled  individuals  applying  for  a  de- 
termination of  disability,  and  disabled  individuals  who  are  entitled 
to  child's  insurance  benefits,  widow's  insurance  benefits,  or  widow- 
er's insurance  benefits,  shall  be  promptly  referred  to  the  State 
agency  or  agencies  administering  or  supervising  the  administration 
of  the  State  plan  approved  under  the  Vocational  Rehabilitation  Act 
for  necessary  vocational  rehabilitation  services,  to  the  end  that  the 
maximum  number  of  such  individuals  may  be  rehabilitated  into 
productive  activity. 

DEDUCTIONS  ON  ACCOUNT  OF  REFUSAL  TO  ACCEPT  REHABILITATION 

SERVICES 

(b)(1)  Deductions,  in  such  amounts  and  at  such  time  or  times  as 
the  Secretary  shall  determine,  shall  be  made  from  any  payment  or 
payments  under  this  title  to  which  an  individual  is  entitled,  until 
the  total  of  such  deductions  equals  such  individual's  benefit  or 
benefits  under  sections  202  and  223  for  any  month  in  which  such 
individual,  if  a  child  who  has  attained  the  age  of  eighteen  and  is 
entitled  to  child's  insurance  benefits,  a  widow,  widower  [or  surviv- 
ing divorced  wife],  surviving  divorced  wife,  or  surviving  divorced 
husband  who  has  not  attained  age  60,  or  an  individual  entitled  to 
disability  insurance  benefits,  refuses  without  good  cause  to  accept 
rehabilitation  services  available  to  him  under  a  State  plan  ap- 
proved under  the  Vocational  Rehabilitation  Act.  Any  individual 
who  is  a  member  or  adherent  of  any  recognized  church  or  religious 
sect  which  teaches  its  members  or  adherents  to  rely  solely,  in  the 
treatment  and  cure  of  any  physical  or  mental  impairment,  upon 
prayer  or  spiritual  means  through  the  application  and  use  of  the 
tenets  or  teachings  of  such  church  or  sect,  and  who,  solely  because 
of  his  adherence  to  the  teachings  or  tenets  of  such  church,  or  sect, 
refuses  to  accept  rehabilitation  services  available  to  him  under  a 
State  plan  approved  under  the  Vocational  Rehabilitation  Act, 
shall,  for  the  purposes  of  the  first  sentence  of  this  subsection,  be 
deemed  to  have  done  so  with  good  cause. 

(2)  Deductions  shall  be  made  from  any  child's  insurance  benefit 
to  which  a  child  who  has  attained  the  age  of  eighteen  is  entitled  or 
from  any  mother's  or  father's  insurance  benefit  to  which  a  person 
is  entitled,  until  the  total  of  such  deductions  equals  such  child's  in- 
surance benefit  or  benefits  or  such  mother's  or  father's  insurance 
benefit  or  benefits  under  section  202  for  any  month  in  which  such 
child  or  person  entitled  to  mother's  or  father's  insurance  benefits  is 
married  to  an  individual  who  is  entitled  to  disability  insurance 
benefits  and  in  which  such  individual  refuses  to  accept  rehabilita- 
tion services  and  a  deduction,  on  account  of  such  refusal,  is  im- 
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posed  under  paragraph  (1).  If  both  this  paragraph  and  paragraph 
(3)  are  applicable  to  a  child's  insurance  benefit  for  any  month,  only 
an  amount  equal  to  such  benefit  shall  be  deducted. 

(3)  Deductions  shall  be  made  from  any  wife's,  husband's,  or 
child's  insurance  benefit,  based  on  the  wages  and  self-employment 
income  of  an  individual  entitled  to  disability  insurance  benefits,  to 
which  a  wife,  divorced  wife,  husband,  divorced  husband,  or  child  is 
entitled,  until  the  total  of  such  deductions  equal  such  wife's,  hus- 
band's, or  child's  insurance  benefit  or  benefits  under  section  202  for 
any  month  in  which  the  individual,  on  the  basis  of  whose  wages 
and  self-employment  income  such  benefit  was  payable,  refuses  to 
accept  rehabilitation  services  and  deductions,  on  account  of  such 
refusal,  are  imposed  under  paragraph  (1). 

(4)  The  provisions  of  paragraph  (1)  shall  not  apply  to  any  child 
entitled  to  benefits  under  section  202(d),  if  he  has  attained  the  age 
of  18  but  has  not  attained  the  age  of  22,  for  any  month  during 
which  he  is  a  full-time  student  (as  defined  and  determined  under 
section  202(d)). 

Disability  Insurance  Benefit  Payments 
disability  insurance  benefits; 

Sec.  223.  (a)(1)  *  *  * 

******* 

DEFINITIONS  OF  INSURED  STATUS  AND  WAITING  PERIOD 

(c)  For  purposes  of  this  section — 

(1)  An  individual  shall  be  insured  for  disability  insurance 
benefits  in  any  month  if — 

(A)  he  would  have  been  a  fully  insured  individual  (as  de- 
fined in  section  214)  had  he  attained  age  62  and  filed  appli- 
cation for  benefits  under  section  202(a)  on  the  first  day  of 
such  month,  and 

(B)  (i)  he  had  not  less  than  20  quarters  of  coverage 
during  the  40-quarter  period  which  ends  with  the  quarter 
in  which  such  month  occurred,  or 

(ii)  if  such  month  ends  before  the  quarter  in  which  he 
attains  (or  would  attain)  age  31,  not  less  than  one-half  (and 
not  less  than  6)  of  the  quarters  during  the  period  ending 
with  the  quarter  in  which  such  month  occurred  and  begin- 
ning after  he  attained  the  age  of  21  were  quarters  of  cover- 
age, or  (if  the  number  of  quarters  in  such  period  is  less 
than  12)  not  less  than  6  of  the  quarters  in  the  12-quarter 
period  ending  with  such  quarter  were  quarters  of  cover- 
age [;3,  or 

(Hi)  in  the  case  of  an  individual  (not  otherwise  insured 
under  clause  (i))  who,  by  reason  of  section  216(i)(3)(B)(ii), 
had  a  prior  period  of  disability  that  began  during  a  period 
before  the  quarter  in  which  he  or  she  attained  age  31,  not 
less  than  one-half  of  the  quarters  beginning  after  such  indi- 
vidual attained  age  21  and  ending  with  the  quarter  in 
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which  such  month  occurs  are  quarters  of  coverage,  or  (if  the 
number  of  quarters  in  such  period  is  less  than  12)  not  less 
than  6  of  the  quarters  in  the  12-quarter  period  ending  with 
such  quarter  are  quarters  of  coverage; 
except  that  the  provisions  of  subpararaph  (B)  of  this  paragraph 
shall  not  apply  in  the  case  of  an  individual  who  is  bUnd  (within  the 
meaning  of  ''bhndness"  as  defined  in  section  216(i)(l)).  For  purposes 
of  subparagraph  (B)  of  this  paragraph,  when  the  number  of  quar- 
ters in  any  period  is  an  odd  numjber,  such  number  shall  be  reduced 
by  one,  and  a  quarter  shall  not  be  counted  as  part  of  any  period  if 
any  part  of  such  quarter  was  included  in  a  period  of  disability 
unless  such  quarter  was  a  quarter  of  coverage. 

(2)  The  term  ''waiting  period"  means,  in  the  case  of  any  applica- 
tion for  disability  insurance  benefits,  the  earliest  period  of  five  con- 
secutive calendar  months — 

(A)  throughout  which  the  individual  with  respect  to  whom 
such  application  is  filed  has  been  under  a  disability,  and 

(B)  (i)  which  begins  not  earlier  than  with  the  first  day  of  the 
seventeenth  month  before  the  month  in  which  such  application 
is  filed  if  such  individual  is  insured  for  disability  insurance 
benefits  in  such  seventeenth  month,  or  (ii)  if  he  is  not  so  in- 
sured in  such  month,  which  begins  not  earlier  than  with  the 
first  day  of  the  first  month  after  such  seventeenth  month  in 
which  he  is  so  insured. 

Notwithstanding  the  preceding  provisions  of  this  paragraph,  no 
waiting  period  may  begin  for  any  individual  before  January  1, 
1957. 

DEFINITION  OF  DISABILITY 

(d)(1)  The  term  ''disability"  means— 

(A)  inability  to  engage  in  any  substantial  gainful  activity  by 
reason  of  any  medically  determinable  physical  or  mental  im- 
pairment which  can  be  expected  to  result  in  death  or  which 
has  lasted  or  can  be  expected  to  last  for  a  continuous  period  of 
not  less  than  12  months;  or 

(B)  in  the  case  of  an  individual  who  has  attained  the  age  of 
55  and  is  blind  (within  the  meaning  of  "blindness"  as  defined 
in  section  216(i)(l)),  inability  by  reason  of  such  blindness  to 
engage  in  substantial  gainful  activity  requiring  skills  or  abili- 
ties comparable  to  those  of  any  gainful  activity  in  which  he 
has  previously  engaged  with  some  regularity  and  over  a  sub- 
stantial period  of  time. 

(2)  For  purposes  of  paragraph  (1)(A) — 

(A)  an  individual  (except  a  widow,  surviving  divorced  wife, 
[or  widower]  for  purposes  of  section  202(e)  or  (f))  shall  be  de- 
termined to  be  under  a  disability  only  if  his  physical  or  mental 
impairment  or  impairments  are  of  such  severity  that  he  is  not 
only  unable  to  do  his  previous  work  but  cannot,  considering  his 
age,  education,  and  work  experience,  engage  in  any  other  kind 
of  substantial  gainful  work  which  exists  in  the  national  econo- 
my, regardless  of  whether  such  work  exists  in  the  immediate 
area  in  which  he  lives,  or  whether  a  specific  job  vacancy  exists 
for  him,  or  whether  he  would  be  hired  if  he  applied  for  work. 
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For  purposes  of  the  preceding  sentence  (with  respect  to  any  in- 
dividual), "work  which  exists  in  the  national  economy"  means 
work  which  exists  in  significant  numbers  either  in  the  region 
where  such  individual  lives  or  in  several  regions  of  the  coun- 
try. 

(B)  A  widow,  surviving  divorced  wife,  [or  widower]  shall 
not  be  determined  to  be  under  a  disability  (for  purposes  of  sec- 
tion 202  (e)  or  (f))  unless  his  or  her  physical  or  mental  impair- 
ment or  impairments  are  of  a  level  or  severity  which  under 
regulations  prescribed  by  the  Secretary  is  deemed  to  be  suffi- 
cient to  preclude  an  individual  from  engaging  in  any  gainful 
activity. 

*  *  *  *  «  «  « 

SUSPENSION  OF  BENEFITS  BASED  ON  DISABILITY 

Sec.  225.  (a)  If  the  Secretary,  on  the  basis  of  information  ob- 
tained by  or  submitted  to  him,  believes  that  an  individual  entitled 
to  benefits  under  section  223,  or  that  a  child  who  has  attained  the 
age  of  eighteen  and  is  entitled  to  benefits  under  section  202(d),  or 
that  a  widow  or  surviving  divorced  wife  who  has  not  attained  age 
60  and  is  entitled  to  benefits  under  section  202(e),  or  that  a  widow- 
er or  surviving  divorced  husband  who  has  not  attained  age  60  and 
is  entitled  to  benefits  under  section  202(f),  may  have  ceased  to  be 
under  a  disability,  the  Secretary  may  suspend  the  payment  of  bene- 
fits under  such  section  202(d),  202(e),  202(f),  or  223  until  it  is  deter- 
mined (as  provided  in  section  221)  whether  or  not  such  individual's 
disability  has  ceased  or  until  the  Secretary  believes  that  such  dis- 
ability has  not  ceased.  In  the  case  of  any  individual  whose  disabil- 
ity is  subject  to  determination  under  an  agreement  with  a  State 
under  section  221(b),  the  Secretary  shall  promptly  notify  the  appro- 
priate State  of  his  action  under  this  subsection  and  shall  request  a 
prompt  determination  of  whether  such  individual's  disability  has 
ceased.  For  purposes  of  this  subsection,  the  term  ''disability"  has 
the  meaning  assigned  to  such  term  in  section  223(d).  Whenever  the 
benefits  of  an  individual  entitled  to  a  disability  insurance  benefit 
are  suspended  for  any  month,  the  benefits  of  any  individual  enti- 
tled thereto  under  subsection  (b),  (c),  or  (d)  of  section  202,  on  the 
basis  of  the  wages  and  self-employment  income  of  such  individual, 
shall  be  suspended  for  such  month.  The  first  sentence  of  this  sub- 
section shall  not  apply  to  any  child  entitled  to  benefits  under  sec- 
tion 202(d),  if  he  has  attained  the  age  of  18  but  has  not  attained  the 
age  of  22,  for  any  month  during  which  he  is  a  full-time  student  (as 
defined  and  determined  under  section  202(d)). 

(b)  Notwithstanding  any  other  provision  of  this  title,  payment  to 
an  individual  of  benefits  based  on  disability  (as  described  in  the 
first  sentence  of  subsection  (a))  shall  not  be  terminated  or  suspend- 
ed because  the  physical  or  mental  impairment,  on  which  the  indi- 
vidual's entitlement  to  such  benefits  is  based,  has  or  may  have 
ceased,  if— 

(1)  such  individual  is  paticipating  in  an  approved  vocational 
rehabilitation  program  under  a  State  plan  approved  under  title 
I  of  the  Rehabilitation  Act  of  1973,  and 
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(2)  the  Commissioner  of  Social  Security  determines  that  the 
completion  of  such  program,  or  its  continuation  for  a  specified 
period  of  time,  will  increase  the  likelihood  that  such  individual 
may  (following  his  participation  in  such  program)  be  perma- 
nently removed  from  the  disability  benefit  rolls. 

ENTITLEMENT  TO  HOSPITAL  INSURANCE  BENEFITS 

Sec.  226.  (a)  *  *  * 

******* 

(e)(1)  For  purposes  of  determining  entitlement  to  hospital  insur- 
ance benefits  under  subsection  (b)  in  the  case  of  widows  and  widow- 
ers described  in  paragraph  (2)(A)(iii)  thereof— 

(A)  the  term  ''age  60"  in  sections  202(e)(l)(B)(ii),  202(e)(5), 
202(f)(l)(B)(ii),  and  202C(f)(6)]  (f)(5)  shall  be  deemed  to  read 
"age  65";  and 

(B)  the  phrase  "before  she  attained  age  60"  in  the  matter  fol- 
lowing subparagraph  (F)  of  section  202(e)(1)  and  the  phrase 
"before  he  attained  age  60"  in  the  matter  following  subpara- 
graph (F)  of  section  202(f)(1)  shall  each  be  deemed  to  read 
"based  on  a  disability". 

(2)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b)  in  the  case  of  an  individual  under  age 
65  who  is  entitled  to  benefits  under  section  202,  and  who  was  enti- 
tled to  widow's  insurance  benefits  or  widower's  insurance  benefits 
based  on  disability  for  the  month  before  the  first  month  in  which 
such  individual  was  so  entitled  to  old-age  insurance  benefits  (but 
ceased  to  be  entitled  to  such  widow's  or  widower's  insurance  bene- 
fits upon  becoming  entitled  to  such  old-age  insurance  benefits), 
such  individual  shall  be  deemed  to  have  continued  to  be  entitled  to 
such  widow's  insurance  benefits  or  widower's  insurance  benefits  for 
and  after  such  first  month. 

[(3)  For  purposes  of  determining  entitlement  to  hospital  insur- 
ance benefits  under  subsection  (b)  any  disabled  widow  age  50  or 
older  who  is  entitled  to  mother's  insurance  benefits  (and  who 
would  have  been  entitled  to  widow's  insurance  benefits  by  reason 
of  disability  if  she  had  filed  for  such  widow's  benefits)  shall,  upon 
application,  for  such  hospital  insurance  benefits  be  deemed  to  have 
filed  for  such  widow's  benefits  and  shall,  upon  furnishing  proof  of 
such  disability  prior  to  July  1,  1974,  under  such  procedures  as  the 
Secretary  may  prescribe,  be  deemed  to  have  been  entitled  to  such 
widow's  benefits  as  of  the  time  she  would  have  been  entitled  to 
such  widow's  benefits  if  she  had  filed  a  timely  application  there- 
for.] 

(3)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b),  any  disabled  widow  aged  50  or  older 
who  is  entitled  to  mother's  insurance  benefits  (and  who  would  have 
been  entitled  to  widow's  insurance  benefits  by  reason  of  disability  if 
she  had  filed  for  such  widow 's  benefits),  and  any  disabled  widower 
aged  50  or  older  who  is  entitled  to  father's  insurance  benefits  (and 
who  would  have  been  entitled  to  widower's  insurance  benefits  by 
reason  of  disability  if  he  had  filed  for  such  widower's  benefits), 
shall,  upon  application  for  such  hospital  insurance  benefits  be 
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deemed  to  have  filed  for  such  widow's  or  widower's  insurance  bene- 
fits. 

******* 

TRANSITIONAL  INSURED  STATUS 

Sec.  227.  (a)  In  the  case  of  any  individual  who  attains  the  age  of 
72  before  1969  but  who  does  not  meet  the  requirements  of  section 
214(a),  the  6  quarters  of  coverage  referred  to  in  paragraph  (1)  of 
section  214(a)  shall,  instead,  be  3  quarters  of  coverage  for  purposes 
of  determining  entitlement  of  such  individual  to  benefits  under  sec- 
tion 202(a),  and  of  [his  wife]  the  spouse  to  benefits  under  section 
202(b),  but,  in  the  case  of  such  [wife,]  spouse,  only  if  he  or  she  at- 
tains the  age  of  72  before  1969  and  only  with  respect  to  [wife's] 
spouse 's  insurance  benefits  under  section  202(b)  or  section  202(c)  for 
and  after  the  month  in  which  he  or  she  attains  such  age.  For  each 
month  before  the  month  in  which  any  such  individual  meets  the 
requirements  of  section  214(a),  the  amount  of  [his]  the  old-age  in- 
surance benefit  shall,  notwithstanding  the  provisions  of  section 
202(a),  be  the  larger  of  $64.40  or  the  amount  most  recently  estab- 
lished in  lieu  thereof  under  section  215(i)  and  the  amount  of  the 
[wife's]  spouse's  insurance  benefit  of  [his  wife]  the  spouse  shall, 
notwithstanding  the  provisions  of  section  202(b)  or  section  202(c),  be 
the  larger  of  $32.20  or  the  amount  most  recently  established  in  lieu 
thereof  under  section  215(i). 

(b)  In  the  case  of  any  individual  who  has  died,  who  does  not  meet 
the  requirements  of  section  214(a),  and  whose  [widow]  surviving 
spouse  attains  age  72  before  1969,  the  6  quarters  of  coverge  referred 
to  in  paragraph  (3)  of  section  214(a)  and  in  paragraph  (1)  thereof 
shall,  for  purposes  of  determining  [her]  the  entitlement  to 
[widow]  surviving  spouse  insurance  benefits  under  section  202(e) 
or  section  202(f),  instead  be — 

(1)  3  quarters  of  coverage  if  such  [widow]  surviving  spouse 
attains  the  age  of  72  in  or  before  1966, 

(2)  4  quarters  of  coverage  if  such  [widow]  surviving  spouse 
attains  the  age  of  72  in  1967,  or 

(3)  5  quarters  of  coverage  if  such  [widow]  surviving  spouse 
attains  the  age  of  72  in  1968. 

The  amount  of  [her  widow's]  the  surviving  spouse's  insurance 
benefit  for  each  month  shall,  notwithstanding  the  provisions  of  sec- 
tion 202(e)  or  section  202(f)  (and  section  202(m)),  be  the  larger  of 
$64.40  or  the  amount  most  recently  established  in  lieu  thereof 
under  section  215(i). 

(c)  In  the  case  of  any  individual  who  becomes,  or  upon  filing  ap- 
plication therefor  would  become,  entitled  to  benefits  under  section 
202(a)  by  reason  of  the  application  of  subsection  (a)  of  this  section, 
who  dies,  and  whose  [widow]  surviving  spouse  attains  the  age  of 
72  before  1969,  such  deceased  individual  shall  be  deemed  to  meet 
the  requirements  of  subsection  (b)  of  this  section  for  purposes  of  de- 
termining entitlement  of  such  [widow]  surviving  spouse  to 
[widow's]  surviving  spouse's  insurance  benefits  under  section 
202(e)  or  section  202(f). 
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BENEFITS  AT  AGE  72  FOR  CERTAIN  UNINSURED  INDIVIDUALS 
ELIGIBILITY 

Sec.  228.  (a)  Every  individual  who — 

(1)  has  attained  the  age  of  72, 

(2)  (A)  attained  such  age  before  1968,  or  (B)  has  not  less  than 
3  quarters  of  coverage,  whenever  acquired,  for  each  calendar 
year  elapsing  after  1966  and  before  the  year  in  which  he  or  she 
attained  such  age, 

(3)  is  a  resident  of  the  United  States  (as  defined  in  subsection 
(e)),  and  is  (A)  a  citizen  of  the  United  States  or  (B)  an  alien 
lawfully  admitted  for  permanent  residence  who  has  resided  in 
the  United  States  (as  defined  in  section  210(i))  continuously 
during  the  5  years  immediately  preceding  the  month  in  which 
he  or  she  files  application  under  this  section,  and 

(4)  has  filed  application  for  benefits  under  this  section, 
shall  (subject  to  the  limitations  in  this  section)  be  entitled  to  a 
benefit  under  this  section  for  each  month  beginning  with  the  first 
month  after  September  1966  in  which  he  or  she  becomes  so  entitled 
to  such  benefits  and  ending  with  the  month  preceding  the  month 
in  which  he  or  she  dies.  No  application  under  this  section  which  is 
filed  by  an  individual  more  than  3  months  before  the  first  month 
in  which  he  or  she  meets  the  requirements  of  paragraphs  (1),  (2), 
and  (3)  shall  be  accepted  as  an  application  for  purposes  of  this  sec- 
tion. 

BENEFIT  AMOUNT 

(b)  [(l)  Except  as  provided  in  paragraph  (2),  the  J  The  benefit 
amount  to  which  an  individual  is  entitled  under  this  section  for 
any  month  shall  be  the  larger  of  $64.40  or  the  amount  most  recent- 
ly established  in  lieu  thereof  under  section  215(i). 

[(2)  If  both  husband  and  wife  are  entitled  (or  upon  application 
would  be  entitled)  to  benefits  under  this  section  for  any  month,  the 
amount  of  the  husband's  benefit  for  such  month  shall  be  the  larger 
of  $64.40  or  the  amount  most  recently  established  in  lieu  thereof 
under  section  215(i)  and  the  amount  of  the  wife's  benefit  for  such 
month  shall  be  the  larger  of  $32.20  or  the  amount  most  recently 
established  in  lieu  thereof  under  section  215(i).] 

REDUCTION  FOR  GOVERNMENTAL  PENSION  SYSTEM  BENEFITS 

(c)  (1)  The  benefit  amount  of  any  individual  under  this  section  for 
any  month  shall  be  reduced  (but  not  below  zero)  by  the  amount  of 
any  periodic  benefit  under  a  governmental  pension  system  for 
which  he  or  she  is  eligible  for  such  month. 

(2)  In  the  case  of  a  husband  and  wife  only  one  of  whom  is  enti- 
tled to  benefits  under  this  section  for  any  month,  the  benefit 
amount,  after  any  reduction  under  paragraph  (1),  shall  be  further 
reduced  (but  not  below  zero)  by  the  excess  (if  any)  of  (A)  the  total 
amount  of  any  periodic  benefits  under  governmental  pension  sys- 
tems for  which  the  spouse  who  is  not  entitled  to  benefits  under  this 
section  is  eligible  for  such  month,  over  [(B)  the  larger  of  $32.20  or 
the  amount  most  recently  established  in  lieu  thereof  under  section 
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215(i)]  (B)  the  benefit  amount  as  determined  without  regard  to  this 
subsection. 

[(3)  In  the  case  of  a  husband  and  wife  both  of  whom  are  entitled 
to  benefits  under  this  section  for  any  month — 

[(A)  the  benefit  amount  of  the  wife,  after  any  reduction 
under  paragraph  (1),  shall  be  further  reduced  (but  not  below 
zero)  by  the  excess  (if  any)  of  (i)  the  total  amount  of  any  period- 
ic benefits  under  governmental  pension  systems  for  which  the 
husband  is  eligible  for  such  month,  over  (ii)  the  larger  of  $64.40 
or  the  amount  most  recently  established  in  lieu  thereof  under 
section  215(i),  and 

[(B)  the  benefit  amount  of  the  husband,  after  any  reduction 
under  paragraph  (1),  shall  be  further  reduced  (but  not  below 
zero)  by  the  excess  (if  any)  of  (i)  the  total  amount  of  any  period- 
ic benefits  under  governmental  pension  systems  for  which  the 
wife  is  eligible  for  such  month,  over  (ii)  the  larger  of  $32.20  or 
the  amount  most  recently  established  in  lieu  thereof  under  sec- 
tion 215(i).] 

(3)  In  the  case  of  a  husband  or  wife  both  of  whom  are  entitled  to 
benefits  under  this  section  for  any  month,  the  benefit  amount  of 
each  spouse,  after  any  reduction  under  paragraph  (1),  shall  be  fur- 
ther reduced  (but  not  below  zero)  by  the  excess  (if  any)  of  (A)  the 
total  amount  of  any  periodic  benefits  under  governmental  pension 
systems  for  which  the  other  spouse  is  eligible  for  such  month,  over 
(B)  the  benefit  amount  of  such  other  spouse  as  determined  after  any 
reduction  under  paragraph  (1). 

(4)  For  purposes  of  this  subsection,  in  determining  whether  an  in- 
dividual is  eligible  for  periodic  benefits  under  a  governmental  pen- 
sion system — 

(A)  such  individual  shall  be  deemed  to  have  filed  application 
for  such  benefits, 

(B)  to  the  extent  that  entitlement  depends  on  an  application 
by  such  individual's  spouse,  such  spouse  shall  be  deemed  to 
have  filed  application,  and 

(C)  to  the  extent  that  entitlement  depends  on  such  individual 
or  his  or  her  spouse  having  retired,  such  individual  and  his 
spouse  shall  be  deemed  to  have  retired  before  the  month  for 
which  the  determination  of  eligibility  is  being  made. 

******* 

BENEFITS  IN  CASE  OF  MEMBERS  OF  THE  UNIFORMED  SERVICES 

Sec.  229.  (a)  For  purposes  of  determining  entitlement  to  and  the 
amount  of  any  monthly  benefit  for  any  month  after  December 
1972,  or  entitlement  to  and  the  amount  of  any  lump-sum  death 
payment  in  case  of  a  death  after  such  month,  payable  under  this 
title  on  the  basis  of  the  wages  and  self-employment  income  of  any 
individual,  and  for  purposes  of  section  216(i)(3),  such  individual,  if 
he  was  paid  wages  for  service  as  a  member  of  a  uniformed  service 
(as  defined  in  section  210(m)  which  was  included  in  the  term  ''em- 
ployment" as  defined  in  section  210(a)  as  a  result  of  the  provisions 
of  section  210(1),  shall  be  deemed  to  have  been  paid — 
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(1)  in  each  calendar  quarter  occurring  after  1956  and  before 
1978  in  which  he  was  paid  such  wages,  additional  wages  of 
$300,  and 

(2)  in  each  calendar  year  occurring  after  1977  in  which  he 
was  paid  such  wages,  additional  wages  of  $100  for  each  $300  of 
such  wages,  up  to  a  maximum  of  $1,200  of  additional  wages  for 
any  calendar  year. 

[(b)  There  are  authorized  to  be  appropriated  to  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund,  the  Federal  Disability  In- 
surance Trust  Fund,  and  the  Federal  Hospital  Insurance  Trust 
Fund  annually,  as  benefits  under  this  title  and  part  A  of  title 
XVIII  are  paid  after  December  1967,  such  sums  as  the  Secretary 
determines  to  be  necessary  to  meet  (1)  the  additional  costs,  result- 
ing from  subsection  (a),  of  such  benefits  (including  lump-sum  death 
payments),  (2)  the  additional  administrative  expenses  resulting 
therefrom,  and  (3)  any  loss  in  interest  to  such  trust  funds  resulting 
from  the  payment  of  such  amounts.  Such  additional  costs  shall  be 
determined  after  any  increases  in  such  benefits  arising  from  the 
application  of  section  217  have  been  made. 3 

(b)  There  are  authorized  to  be  appropriated  to  each  of  the  Trust 
Funds,  consisting  of  the  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund,  the  Federal  Disability  Insurance  Trust  Fund,  and  the 
Federal  Hospital  Insurance  Trust  Fund,  for  transfer  on  July  1  of 
each  calendar  year  to  such  Trust  Fund  from  amounts  in  the  general 
fund  in  the  Treasury  not  otherwise  appropriated,  an  amount  equal 
to  the  total  of  the  additional  amounts  which  would  be  appropriated 
to  such  Trust  Fund  for  the  fiscal  year  ending  September  30  of  such 
calendar  year  under  section  201  or  1817  of  this  Act  if  the  amounts 
of  the  additional  wages  deemed  to  have  been  paid  for  such  calendar 
year  by  reason  of  subsection  (a)  constituted  remuneration  for  employ- 
ment (as  defined  in  section  3121(b)  of  the  Internal  Revenue  Code  of 
1954)  for  purposes  of  the  taxes  imposed  by  sections  3101  and  3111  of 
the  Internal  Revenue  Code  of  1954-  Amounts  authorized  to  be  appro- 
priated under  this  subsection  for  transfer  on  July  1  of  each  calendar 
year  shall  be  determined  on  the  basis  of  estimates  of  the  Secretary 
of  the  wages  deemed  to  be  paid  for  such  calendar  year  under  subsec- 
tion (a);  and  proper  adjustments  shall  be  made  in  amounts  author- 
ized to  be  appropriated  for  subsequent  transfer  to  the  extent  prior 
estimates  were  in  excess  of  or  were  less  than  such  wages  so  deemed 
to  be  paid. 

ADJUSTMENT  OF  THE  CONTRIBUTION  AND  BENEFIT  BASE 

Sec.  230.  (a)  Whenever  the  Secretary  pursuant  to  section  215(i) 
increases  benefits  effective  with  the  [June]  December  following  a 
cost-of-living  computation  quarter,  he  shall  also  determine  and  pub- 
lish in  the  Federal  Register  on  or  before  November  1  of  the  calen- 
dar year  in  which  such  quarter  occurs  the  contribution  and  benefit 
base  determined  under  subsection  (b)  or  (c)  which  shall  be  effective 
with  respect  to  remuneration  paid  after  the  calendar  year  in  which 
such  quarter  occurs  and  taxable  years  beginning  after  such  year. 
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INTERNATIONAL  AGREEMENTS 
PURPOSE  OF  AGREEMENT 

Sec.  233.  (a)  *  *  * 

******* 

REPORTS  TO  congress;  EFFECTIVE  DATE  OF  AGREEMENTS 

(e)(1)  Any  agreement  to  establish  a  totalization  arrangement  en- 
tered into  pursuant  to  this  section  shall  be  transmitted  by  the 
President  to  the  Congress  together  with  a  report  on  the  estimated 
number  of  individuals  who  will  be  affected  by  the  agreement  and 
the  effect  of  the  agreement  on  the  estimated  income  and  expendi- 
tures of  the  programs  established  by  this  Act. 

(2)  Such  an  agreement  shall  become  effective  on  any  date,  pro- 
vided in  the  agreement,  which  occurs  after  the  expiration  of  the 
period  (following  the  date  on  which  the  agreement  is  transmitted 
in  accordance  with  paragraph  (1))  [during  which  each  House  of  the 
Congress  has  been  in  session  on  each  of  90  days] ;  during  which  at 
least  one  House  of  the  Congress  has  been  in  session  on  each  of  60 
days  except  that  such  agreement  shall  not  become  effective  if, 
during  such  period;  either  House  of  Congress  adopts  a  resolution  of 
disapproval  of  the  agreement. 

******* 

TITLE  III— GRANTS  TO  STATES  FOR  UN- 
EMPLOYMENT COMPENSATION  ADMIN- 
ISTRATION 

******* 

Sec.  303.  (a)  The  Secretary  of  Labor  shall  make  no  certification 
for  payment  to  any  State  unless  he  finds  that  the  law  of  such 
State,  approved  by  the  Secretary  of  Labor  under  the  Federal  Un- 
employment Tax  Act,  includes  provision  for — 

(1)  Such  methods  of  administration  (including  after  January 
1,  1940,  methods  relating  to  the  establishment  and  mainte- 
nance of  personnel  standards  on  a  merit  basis,  except  that  the 
Secretary  of  Labor  shall  exercise  no  authority  with  respect  to 
the  selection,  tenure  of  office,  and  compensation  of  any  individ- 
ual employed  in  accordance  with  such  methods)  as  are  found 
by  the  Secretary  of  Labor  to  be  reasonably  calculated  to  insure 
full  payment  of  unemployment  compensation  when  due;  and 

(2)  Payment  of  unemployment  compensation  solely  through 
public  employment  offices  or  such  other  agencies  as  the  Secre- 
tary of  Labor  may  approve;  and 

(3)  Opportunity  for  a  fair  hearing,  before  an  impartial  tribu- 
nal, for  all  individuals  whose  claims  for  unemployment  com- 
pensation are  denied;  and 

(4)  The  payment  of  all  money  received  in  the  unemployment 
fund  of  such  State  (except  for  refunds  of  sums  erroneously  paid 
into  such  fund  and  except  for  refunds  paid  in  accordance  with 
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the  provisions  of  section  1606(b)  of  the  Federal  Unemployment 
Tax  Act,  immediately  upon  such  receipt,  to  the  Secretary  of 
the  Treasury  to  the  credit  of  the  unemployment  trust  fund  es- 
tablished by  section  904;  and 

(5)  Expenditure  of  all  money  withdrawn  from  an  unemploy- 
ment fund  of  such  State,  in  the  payment  of  unemployment 
compensation,  exclusive  of  expenses  of  administration,  and  for 
refunds  of  sums  erroneously  paid  into  such  fund  and  refunds 
paid  in  accordance  with  the  provisions  of  section  1606(b)  of  the 
Federal  Unemployment  Tax  Act:  Provided,  That  an  amount 
equal  to  the  amount  of  employee  payments  into  the  unemploy- 
ment fund  of  a  State  may  be  used  in  the  payment  of  cash  bene- 
fits to  individuals  with  respect  to  their  disability,  exclusive  of 
expenses  of  administration:  Provided  further,  That  the 
amounts  specified  by  section  903(c)(2)  may,  subject  to  the  condi- 
tions prescribed  in  such  section,  be  used  for  expenses  incurred 
by  the  State  for  administration  of  its  unemployment  compensa- 
tion law  and  public  employment  offices;  [and]  Provided  fur- 
ther, That  nothing  in  this  paragraph  shall  be  construed  to  pro- 
hibit deducting  an  amount  from  unemployment  compensation 
otherwise  payable  to  an  individual  and  using  the  amount  so  de- 
ducted to  pay  for  health  insurance  if  the  individual  elected  to 
have  such  deduction  made  and  such  deduction  was  made  under 
a  program  approved  by  the  Secretary  of  Labor;  and 

>):  «  9|c  *  9):  if:  « 

TITLE  IV— GRANTS  TO  STATES  FOR  AID 
AND  SERVICES  TO  NEEDY  FAMILIES 
WITH  CHILDREN  AND  FOR  CHILD-WEL- 
FARE SERVICES. 

Part  A — Aid  to  Families  With  Dependent  Children 
******* 

state  PLANS  FOR  AID  AND  SERVICES  TO  NEEDY  FAMILIES  WITH 

CHILDREN 

Sec.  402.  (a)  A  State  plan  for  aid  and  services  to  needy  families 
with  children  must  (1)  *  *  * 

******* 

(36)  provide,  at  the  option  of  the  State,  that  in  making  the  deter- 
mination for  any  month  under  paragraph  (7)  the  State  agency 
[shall  not  include  as  income  any  assistance  received  to  assist  in 
meeting  the  costs  of  home  energy,  including  both  heating  and  cool- 
ing, which  (as  determined  under  regulations  of  the  Secretary  by 
such  State  agency  as  the  chief  executive  officer  of  the  State  may 
designate)  (A)  is  based  on  need  for  such  assistance,  and  (B)]  shall 
not  include  as  income  any  support  or  maintenance  assistance  fur- 
nished to  or  on  behalf  of  the  family  which  (as  determined  under 
regulations  of  the  Secretary  by  such  State  agency  as  the  chief  execu- 
tive officer  of  the  State  may  designate)  is  based  on  need  for  such 
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support  and  maintenance,  including  assistance  received  to  assist  in 
meeting  the  costs  of  home  energy  (including  both  heating  and  cool- 
ing), and  which  if  (i)  assistance  furnished  in  kind  by  a  private  non- 
profit agency,  or  (ii)  assistance  furnished  by  a  suppHer  of  home 
heating  oil  or  gas,  by  an  entity  whose  revenues  are  primarily  de- 
rived on  a  rate-of-return  basis  regulated  by  a  State  or  Federal  gov- 
ernmental entity,  or  by  a  municipal  utility  providing  home  energy. 

Part  D — Child  Support  and  Establishment  of  Paternity 

consent  by  the  united  states  to  garnishment  and  similar  pro- 
ceedings for  enforcement  of  child  support  and  alimony  obli- 
GATIONS 

Sec.  459.  (a)  Notwithstanding  any  other  provision  of  law  (includ- 
ing section  207),  effective  January  1,  1975,  moneys  (the  entitlement 
to  which  is  based  upon  remuneration  for  employment)  due  from,  or 
payable  by,  the  United  States  or  the  District  of  Columbia  (includ- 
ing any  agency,  subdivision,  or  instrumentality  thereof)  to  any  indi- 
vidual, including  members  of  the  armed  services,  shall  be  subject, 
in  like  manner  and  to  the  same  extent  as  if  the  United  States  or 
the  District  of  Columbia  were  a  private  person,  to  legal  process 
brought  for  the  enforcement,  against  such  individual  of  his  legal 
obligations  to  provide  child  support  or  make  alimony  payments. 

«  4:  *  *  *  *  * 

TITLE  VII— ADMINISTRATION 

RECOMMENDATIONS  BY  BOARD  OF  TRUSTEES  TO  REMEDY  INADEQUATE 
BALANCES  IN  THE  SOCIAL  SECURITY  TRUST  FUNDS 

Sec.  709.  If  the  Board  of  Trustees  of  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund,  the  Federal  Disability  Insurance 
Trust  Fund,  the  Federal  Hospital  Insurance  Trust  Fund,  or  the  Fed- 
eral Supplementary  Medical  Insurance  Trust  Fund  determines  at 
any  time  that  the  balance  of  such  Trust  Fund  may  become  inad- 
equate to  assure  the  timely  payment  of  benefits  from  such  Trust 
Fund,  the  Board  shall  promptly  submit  to  each  House  of  the  Con- 
gress a  report  setting  forth  its  recommendations  for  statutory  adjust- 
ments affecting  the  receipts  and  disbursements  to  and  from  such 
Trust  Fund  necessary  to  remedy  such  inadequacy,  with  due  regard 
to  the  economic  conditions  which  created  such  inadequacy  and  the 
amount  of  time  necessary  to  alleviate  such  inadequacy  in  a  prudent 
manner. 

BUDGETARY  TREATMENT  OF  TRUST  FUND  OPERATIONS 

Sec.  710.  The  disbursements  of  the  Federal  Old- Age  and  Survivors 
Insurance  Trust  Fund,  the  Federal  Disability  Insurance  Trust 
Fund,  the  Federal  Hospital  Insurance  Trust  Fund,  and  the  Federal 
Supplementary  Medical  Insurance  Trust  Fund  shall  be  treated  as  a 
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separate  major  functional  category  in  the  budget  of  the  United 
States  Government  as  submitted  by  the  President  and  in  the  con- 
gressional budget,  and  the  receipts  of  such  Trust  Funds,  including 
the  taxes  imposed  under  sections  1401,  3101,  and  3111  of  the  Inter- 
nal Revenue  Code  of  1954,  shall  be  set  forth  separately  in  such 
budgets. 

BUDGETARY  TREATMENT  OF  TRUST  FUND  OPERATIONS 

Sec.  710.  (a)  The  receipts  and  disbursements  of  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund,  the  Federal  Disability  In- 
surance Trust  Fund,  and  the  Federal  Hospital  Insurance  Trust 
Fund  and  the  taxes  imposed  under  sections  1401,  3101,  and  3111  of 
the  Internal  Revenue  Code  of  1954  shall  not  be  included  in  the 
totals  of  the  budget  of  the  United  States  Government  as  submitted 
by  the  President  or  of  the  congressional  budget  and  shall  be  exempt 
from  any  general  budget  limitation  imposed  by  statute  on  expendi- 
tures and  net  lending  (budget  outlays)  of  the  United  States  Govern- 
ment. 

(b)  The  disbursements  of  the  Federal  Supplementary  Medical  In- 
surance Trust  Fund  shall  be  treated  as  a  separate  major  functional 
category  in  the  budget  of  the  United  States  Government  as  submit- 
ted by  the  President  and  in  the  congressional  budget,  and  the  re- 
ceipts of  such  Trust  Fund  shall  be  set  forth  separately  in  such  budg- 
ets. 

4c  *****  >fc 

TITLE  XI— GENERAL  PROVISIONS  AND 
PROFESSIONAL  STANDARDS  REVIEW 

******* 

PART  B— PEER  REVIEW  OF  THE  UTILIZATION  AND 
QUALITY  OF  HEALTH  CARE  SERVICES 

******* 

CONTRACTS  WITH  UTIUZATION  AND  QUALITY  CONTROL  PEER  REVIEW 

ORGANIZATIONS 

Sec.  1153.  (a)(1)  *  *  * 

******* 

(b)(1)  The  Secretary  shall  enter  into  a  contract  with  a  utilization 
and  quality  control  peer  review  organization  for  each  area  estab- 
lished under  subsection  (a)  if  a  qualified  organization  is  available  in 
such  area  and  such  organization  and  the  Secretary  have  negotiated 
a  proposed  contract  which  the  Secretary  determines  will  be  carried 
out  by  such  organization  in  a  manner  consistent  with  the  efficient 
and  effective  administration  of  this  part.  If  more  than  one  such 
qualified  organization  meets  the  requirements  of  the  preceding  sen- 
tence, priority  shall  be  given  to  any  such  organization  which  is  de- 
scribed in  section  1152(1)(A). 
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(2)(A)  During  the  first  twelve  months  in  which  the  Secretary  is 
entering  into  contracts  under  this  section,  the  Secretary  shall  not 
enter  into  a  contract  under  this  part  with  any  entity  which  is,  or  is 
affiliated  with  (through  management,  ownership,  or  common  con- 
trol), an  entity  which  directly  or  indirectly  makes  payments  to  any 
practitioner  or  provider  whose  health  care  services  are  reviewed  by 
such  entity  or  would  be  reviewed  by  such  entity  if  it  entered  into  a 
contract  with  the  Secretary  under  this  part. 

(B)  If,  after  the  expiration  of  the  twelve-month  period  referred  to 
in  subparagraph  (A),  the  Secretary  determines  that  there  is  no 
other  entity  available  for  an  area  with  which  the  Secretary  can 
enter  into  a  contract  under  this  part,  the  Secretary  may  then  enter 
into  a  contract  under  this  part  with  an  entity  described  in  subpara- 
graph (A)  for  such  area  if  such  entity  otherwise  meets  the  require- 
ments of  this  part. 

(CJ  The  twelve-month  period  referred  to  in  subparagraph  (A)  shall 
he  deemed  to  begin  not  later  than  October  1983. 

*****  * 

TITLE  XVI— SUPPLEMENTAL  SECURITY 
INCOME  FOR  THE  AGED,  BLIND,  AND 
DISABLED 

******* 

Part  A — Determination  of  Benefits 

ELIGIBILITY  FOR  AND  AMOUNT  OF  BENEFITS 

Definition  of  Eligible  Individual 

Sec.  1611.  (a)(1)  *  *  * 

******* 

Limitation  on  Eligibility  of  Certain  Individuals 

(e)(1)(A)  Except  as  provided  in  [subparagraph  (B)  and  (C)]  sub- 
paragraphs (B),  (CJ,  and  (DJ,  no  person  shall  be  an  eligible  individu- 
al or  eligible  spouse  for  purposes  of  this  title  with  respect  to  any 
month  if  throughout  such  month  he  in  an  inmate  of  a  public  insti- 
tution. 

(B)  In  any  case  where  an  eligible  individual  or  his  eligible  spouse 
(if  any)  is,  throughout  any  month,  in  a  hospital,  extended  care  fa- 
cility, nursing  home,  or  intermediate  care  facility  receiving  pay- 
ments (with  respect  to  such  individual  or  spouse)  under  a  State 
plan  approved  under  title  XIX,  the  benefit  under  this  title  for  such 
individual  for  such  month  shall  be  payable — 

(i)  at  a  rate  not  in  excess  of  $300  per  year  (reduced  by  the 
amount  of  any  income  not  excluded  pursuant  to  section 
1612(b))  in  the  case  of  an  individual  who  does  not  have  an  eligi- 
ble spouse; 
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(ii)  in  the  case  of  an  individual  who  has  an  eligible  spouse,  if 
only  one  of  them  is  in  such  a  hospital,  home  or  facility 
throughout  such  month,  at  a  rate  not  in  excess  of  the  sum  of— 

(I)  the  rate  of  $300  per  year  (reduced  by  the  amount  of 
any  income,  not  excluded  pursuant  to  section  1612(b),  of 
the  one  who  is  in  such  hospital,  home,  or  facility),  and 

(II)  the  applicable  rate  specified  in  subsection  (b)(1)  (re- 
duced by  the  amount  of  any  income,  not  excluded  pursu- 
ant to  section  1612(b),  of  the  other);  and 

(iii)  at  a  rate  not  in  excess  of  $600  per  year  (reduced  by  the 
amount  of  any  income  not  excluded  pursuant  to  section 
1612(b))  in  the  case  of  an  individual  who  has  an  eligible  spouse, 
if  both  of  them  are  in  such  a  hospital,  home,  or  facility 
throughout  such  month. 

(C)  As  used  in  subparagraph  (A),  the  term  * 'public  institution" 
does  not  include  a  publicly  operated  community  residence  which 
serves  no  more  than  16  residents. 

(D)  A  person  may  be  an  eligible  individual  or  eligible  spouse  for 
purposes  of  this  title  with  respect  to  any  month  throughout  which 
he  is  a  resident  of  a  public  emergency  shelter  for  the  homeless  (as 
defined  in  regulations  which  shall  be  prescribed  by  the  Secretary); 
except  that  no  person  shall  be  an  eligible  individual  or  eligible 
spouse  by  reason  of  this  subparagraph  for  more  than  three  months 
in  any  12-month  period. 

Income 
meaning  of  income 

Sec.  1612.  *  *  *  (a) 

EXCLUSIONS  FROM  INCOME 

(b)  In  determining  the  income  of  an  individual  (and  his  eligible 
spouse)  there  shall  be  excluded — 

(1)  subject  to  limitations  (as  to  amount  or  otherwise)  pre- 
scribed by  the  Secretary,  if  such  individual  is  a  child  who  is,  as 
determined  by  the  Secretary,  a  student  regularly  attending  a 
school,  college,  or  university,  or  a  course  of  vocational  or  tech- 
nical training  designed  to  prepare  him  for  gainful  employment, 
the  earned  income  of  such  individual; 

(13)  [any  assistance  received  to  assist  in  meeting  the  costs  of 
home  energy,  including  both  heating  and  cooling,  which  (as  de- 
termined under  regulations  of  the  Secretary  by  such  State 
agency  as  the  chief  executive  officer  of  the  State  may  desig- 
nate) (A)  is  based  on  need  for  such  assistance,  and  (B)]  any 
support  or  maintenance  assistance  furnished  to  or  on  behalf  of 
such  individual  (and  spouse  if  any)  which  (as  determined  under 
regulations  of  the  Secretary  by  such  State  agency  as  the  chief 
executive  officer  of  the  State  may  designate)  is  based  on  need 
for  such  support  or  maintenance,  including  assistance  received 
to  assist  in  meeting  the  costs  of  home  energy  (including  both 
heating  and  coolirig),  and  which  is  (i)  assistance  furnished  in 
kind  by  a  private  nonprofit  agency,  or  (ii)  assistance  furnished 
by  a  supplier  of  home  heating  oil  or  gas,  by  an  entity  providing 
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home  energy  whose  revenues  are  primarily  derived  on  a  rate- 
of-return  basis  regulated  by  a  State  or  Federal  governmental 
entity,  or  by  a  municipal  utility  providing  home  energy. 

COST-OF-LIVING  ADJUSTMENTS  IN  BENEFITS 

Sec.  1617.  (a)  Whenever  benefit  amounts  under  title  II  are  in- 
creased by  any  percentage  effective  with  any  month  as  a  result  of  a 
determination  made  under  section  215(i) — 

(1)  each  of  the  dollar  amounts  in  effect  for  such  month  under 
subsections  (a)(1)(A),  (a)(2)(A),  (b)(1),  and  (b)(2)  of  section  1611, 
and  subsection  (a)(1)(A)  of  section  211  of  Public  Law  93-66,  as 
specified  in  such  subsections  or  as  previously  increased  under 
this  section,  shall  be  increased  by  the  amount  (if  any)  by 
which — 

(A)  the  amount  which  would  have  been  in  effect  for  such 
month  under  such  subsection  but  for  the  rounding  of  such 
amount  pursuant  to  paragraph  (2),  exceeds 

(B)  the  amount  in  effect  for  such  month  under  such  sub- 
section; and 

(2)  the  amount  obtained  under  paragraph  (1)  with  respect  to 
each  subsection  shall  be  further  increased  by  the  same  percent- 
age by  which  benefit  amounts  under  title  II  are  increased  for 
such  month  (and  rounded,  when  not  a  multiple  of  $12  to  the 
next  lower  multiple  of  $12),  effective  with  respect  to  benefits 
for  months  after  such  month. 

(b)  The  new  dollar  amounts  to  be  in  effect  under  section  1611  of 
this  title  and  under  section  211  of  Public  Law  93-66  by  reason  of 
subsection  (a)  of  this  section  shall  be  published  in  the  Federal  Reg- 
ister together  with,  and  at  the  same  time  as,  the  material  required 
by  section  215(i)(2)(D)  to  be  published  therein  by  reason  of  the  de- 
termination involved. 

(cj  Effective  July  1,  1983— 

(1)  each  of  the  dollar  amounts  in  effect  under  subsections 
(a)(1)(A)  and  (b)(1)  of  section  1611  (and  the  dollar  amount  in 
effect  under  subsection  (a)(1)(A)  of  Public  Law  93-66,  as  previ- 
ously so  increased,  shall  be  increased  by  $10)  as  previously  in- 
creased under  this  section,  shall  be  increased  by  $20;  and 

(2)  each  of  the  dollar  amounts  in  effect  under  subsections 
(a)(2)(A)  and  (b)(2)  of  section  1611,  as  previously  increased  under 
this  section,  shall  be  increased  by  $30. 

OPERATION  OF  STATE  SUPPLEMENTATION  PROGRAMS 

Sec.  1618.  (a)  In  order  for  any  State  which  makes  supplementary 
payments  of  the  type  described  in  section  1616(a)  (including  pay- 
ments pursuant  to  an  agreement  entered  into  under  section  212(a) 
of  Public  Law  93-66),  on  or  after  June  30,  1977,  to  be  eligible  for 
payments  pursuant  to  title  XIX  with  respect  to  expenditures  for 
any  calendar  quarter  which  begins — 

(1)  after  June  30,  1977,  or,  if  later, 

(2)  after  the  calendar  quarter  in  which  it  first  makes  such 
supplementary  payments, 

such  State  must  have  in  effect  and  agreement  with  the  Secretary 
whereby  the  State  will — 
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(3)  continue  to  make  such  supplementary  payments,  and 

(4)  maintain  such  supplementary  payments  at  levels  which 
are  not  lower  than  the  levels  of  such  payments  in  effect  in  De- 
cember 1976,  or,  if  no  such  payments  were  made  in  that 
month,  the  levels  for  the  first  subsequent  month  in  which  such 
payments  were  made. 

(b)  The  Secretary  shall  not  find  that  a  State  has  failed  to  meet 
the  requirements  imposed  by  paragraph  (4)  of  subsection  (a)  with 
respect  to  the  levels  of  its  supplementary  payments  for  a  particular 
month  or  months  if  the  State's  expenditures  for  such  payments  in 
the  twelve-month  period  (within  which  such  month  or  months  fall) 
beginning  on  the  effective  date  of  any  increase  in  the  level  of  sup- 
plemental security  income  benefits  pursuant  to  section  1617  are 
not  less  than  its  expenditures  for  such  payments  in  the  preceding 
twelve-month  period. 

(c)  Any  State  which  satisfies  the  requirements  of  this  section 
solely  by  reason  of  subsection  (b)  for  a  particular  month  or  months 
in  any  12-month  period  (described  in  such  subsection)  ending  on  or 
after  June  30,  1982,  may  elect,  with  respect  to  any  month  in  any 
subsequent  12-month  period  (so  described),  to  apply  subsection  (a)(4) 
as  though  the  reference  to  December  1976  in  such  subsection  were 
a  reference  to  the  month  of  December  which  occurred  in  the  12- 
month  period  immediately  preceding  such  subsequent  period. 

(c)  The  Secretary  shall  not  find  that  a  State  has  failed  to  meet 
the  requirements  imposed  by  paragraph  (4)  of  subsection  (a)  with 
respect  to  the  levels  of  its  supplementary  payments  for  any  portion 
of  the  period  July  1,  1980  through  June  30,  1981,  if  the  State's  ex- 
penditures for  such  payments  in  that  twelve-month  period  were  not 
less  than  its  expenditures  for  payments  for  the  period  July  1,  1976 
through  June  30,  1977  (or,  if  the  State  made  no  supplementary  pay- 
ments in  the  period  July  1,  1976  through  June  30,  1977,  the  ex- 
penditures for  the  first  twelve-month  period  extending  from  July  1 
through  June  30  in  which  the  State  made  such  payments). 

(d) (1)  For  any  particular  month  after  March  1983,  a  State  which 
is  not  treated  as  meeting  the  requirements  imposed  by  paragraph  (4) 
of  subsection  (a)  by  reason  of  subsection  (b)  shall  be  treated  as  meet- 
ing such  requirements  if  and  only  if— 

(A)  the  combined  level  of  its  supplementary  payments  (to  re- 
cipients of  the  type  involved)  and  the  amounts  payable  (to  or  on 
behalf  of  such  recipients)  under  section  1611(b)  of  this  Act  and 
section  211(a)(1)(A)  of  Public  Law  93-66,  for  that  particular 
month, 

is  not  less  than — 

(B)  the  combined  level  of  its  supplementary  payments  (to  re- 
cipients of  the  type  involved)  and  the  amounts  payable  (to  or 
on  behalf  of  such  recipients)  under  section  1611(b)  of  this  Act 
and  section  211(a)(1)(A)  of  Public  Law  93-66,  for  March  1983, 
increased  by  the  amount  of  all  cost-of-living  adjustments  under 
section  1617  (and  any  other  benefit  increases  under  this  title) 
which  have  occurred  after  March  1983  and  before  that  particu- 
lar month. 

(2)  In  determining  the  amount  of  any  increase  in  the  combined 
level  involved  under  paragraph  (1)(B)  of  this  subsection,  any  portion 
of  such  amount  which  would  otherwise  be  attributable  to  the  in- 
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crease  under  section  1617(c)  shall  he  deemed  instead  to  he  equal  to 
the  amount  of  the  cost-of-living  adjustment  which  would  have  oc- 
curred in  July  1983  (without  regard  to  the  3-percent  limitation  con- 
tained in  section  215(i)(l)(B))  if  section  111  of  the  Social  Security  Act 
Amendments  of  1983  had  not  been  enacted. 

TITLE  XVIII— HEALTH  INSURANCE  FOR 
THE  AGED  AND  DISABLED 

******* 

Part  A — Hospital  Insurance  Benefits  for  the  Aged  and 

Disabled 

******* 

conditions  of  and  limitations  on  payment  for  services 
requirement  of  requests  and  certifications 

Sec.  1814.  (a)  *  *  * 

*  *  ♦  «  *  *  « 

PAYMENT  FOR  SERVICES  OF  A  PHYSICIAN  RENDERED  IN  A  TEACHING 

HOSPITAL 

(g)  For  purposes  of  services  for  which  the  reasonable  cost  thereof 
is  determined  under  section  1861(b)(1)(D)  (or  would  he  if  section 
1886  did  not  apply)  payment  under  this  part  shall  be  made  to  such 
fund  as  may  be  designated  by  the  organized  medical  staff  of  the 
hospital  in  which  such  services  were  furnished  or,  if  such  services 
were  furnished  in  such  hospital  by  the  faculty  of  a  medical  school, 
to  such  fund  as  may  be  designated  by  such  faculty,  but  only  if — 

(1)  such  hospital  has  an  agreement  with  the  Secretary  under 
section  1866,  and 

(2)  the  Secretary  has  received  written  assurances  that  (A) 
such  payment  will  be  used  by  such  fund  solely  for  the  improve- 
ment of  care  of  hospital  patients  or  for  educational  or  charita- 
ble purposes  and  (B)  the  individuals  who  were  furnished  such 
services  or  any  other  persons  will  not  be  charged  for  such  serv- 
ices (or  if  charged,  provision  will  be  made  for  return  of  any 
moneys  incorrectly  collected). 

PAYMENT  FOR  CERTAIN  HOSPITAL  SERVICES  PROVIDED  IN  VETERANS' 
ADMINISTRATION  HOSPITALS 

(h)  (1)  Payments  shall  also  be  made  to  any  hospital  operated  by 
the  Veterans'  Administration  for  inpatient  hospital  services  fur- 
nished in  a  calendar  year  by  the  hospital,  or  under  arrangements 
(as  defined  in  section  1861(w))  with  it,  to  an  individual  entitled  to 
hospital  benefits  under  section  226  even  though  the  hospital  is  a 
Federal  provider  of  services  if  (A)  the  individual  was  not  entitled  to 
have  the  services  furnished  to  him  free  of  charge  by  the  hospital, 
(B)  the  individual  was  admitted  to  the  hospital  in  the  reasonable 
belief  on  the  part  of  the  admitting  authorities  that  the  individual 
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was  a  person  who  was  entitled  to  have  the  services  furnished  to 
him  free  of  charge,  (C)  the  authorities  of  the  hospital,  in  admitting 
the  individual,  and  the  individual,  acted  in  good  faith,  and  (D)  the 
services  were  furnished  during  a  period  ending  with  the  close  of 
the  day  on  which  the  authorities  operating  the  hospital  first 
became  aware  of  the  fact  that  the  individual  was  not  entitled  to 
have  the  services  furnished  to  him  by  the  hospital  free  of  charge, 
or  (if  later)  ending  with  the  first  day  on  which  it  was  medically  fea- 
sible to  remove  the  individual  from  the  hospital  by  discharging  him 
therefrom  or  transferring  him  to  a  hospital  which  has  in  effect  an 
agreement  under  this  title. 

(2)  Payment  for  services  described  in  paragraph  (1)  shall  be  in  an 
amount  equal  to  the  charge  imposed  by  the  Veterans'  Administra- 
tion for  such  services,  or  (if  less)  [the  reasonable  costs  for  such 
services]  the  amount  that  would  be  payable  for  such  services  under 
subsection  (b)  and  section  1886  (as  estimated  by  the  Secretary).  Any 
such  payment  shall  be  made  to  the  entity  to  which  payment  for  the 
services  involved  would  have  been  payable,  if  payment  for  such 
services  had  been  made  by  the  individual  receiving  the  services  in- 
volved (or  by  an  other  private  person  acting  on  behalf  of  such  indi- 
vidual). 

ELIMINATION  OF  LESSER-OF-COST-OR-CHARGES  PROVISION 

[(d)l  (jXX)  The  lesser-of-cost-or-charges  provisions  (described  in 
paragraph  (2))  will  not  apply  in  the  case  of  services  provided  by  a 
class  of  provider  of  services  if  the  Secretary  determines  and  certi- 
fies to  Congress  that  the  failure  of  such  provisions  to  apply  to  the 
services  provided  by  that  class  of  providers  will  not  result  in  any 
increase  in  the  amount  of  payments  made  for  those  services  under 
this  title.  Such  change  will  take  effect  with  respect  to  services  fur- 
nished, or  cost  reporting  periods  of  providers,  on  or  after  such  date 
as  the  Secretary  shall  provide  in  the  certification.  Such  change  for 
a  class  of  provider  shall  be  discontinued  if  the  Secretary  deter- 
mines and  notifies  Congress  that  such  change  has  resulted  in  an 
increase  in  the  amount  of  payments  made  under  this  title  for  serv- 
ices provided  by  that  class  of  provider. 

(2)  The  lesser-of-cost-or-charges  provisions  referred  to  in  para- 
graph (1)  are  as  follows: 

(A)  Clause  (B)  of  paragraph  (1)  and  paragraph  (2)  of  section 
1814(b). 

(B)  So  much  of  subparagraph  (A)  of  section  1833(a)(2)  as  pro- 
vides for  payment  other  than  of  the  reasonable  cost  of  such 
services,  as  determined  under  section  1861(v). 

(C)  Subclause  (II)  of  clause  (i)  and  clause  (ii)  of  section 
1833(a)(2)(B). 

FEDERAL  HOSPITAL  INSURANCE  TRUST  FUND 

Sec.  1817.  (a)  There  is  hereby  created  on  the  books  of  the  Treas- 
ury of  the  United  States  a  trust  fund  to  be  known  as  the  ' 'Federal 
Hospital  Insurance  Trust  Fund"  (hereinafter  in  this  section  re- 
ferred to  as  the  ''Trust  Fund").  The  Trust  Fund  shall  consist  of 
such  gifts  and  bequests  as  may  be  made  as  provided  in  section 
201(i)(l),  and  such  amounts  as  may  be  deposited  in,  or  appropriated 
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to,  such  fund  as  provided  in  this  part.  There  are  hereby  appropri- 
ated to  the  Trust  Fund  for  the  fiscal  year  ending  June  30,  1966, 
and  for  each  fiscal  year  thereafter,  out  of  any  moneys  in  the  Treas- 
ury not  otherwise  appropriated,  amounts  equivalent  to  100  per 
centum  of — 

(1)  the  taxes  imposed  by  sections  3101(b)  and  3111(b)  of  the 
Internal  Revenue  Code  of  1954  with  respect  to  wages  reported 
to  the  Secretary  of  the  Treasury  or  his  delegate  pursuant  to 
subtitle  F  of  such  Code  after  December  31,  1965,  as  determined 
by  the  Secretary  of  the  Treasury  by  applying  the  applicable 
rates  of  tax  under  such  sections  to  such  wages,  which  wages 
shall  be  certified  by  the  Secretary  of  Health,  Education,  and 
Welfare  on  the  basis  of  records  of  wages  established  and  main- 
tained by  the  Secretary  of  Health,  Education,  and  Welfare  in 
accordance  with  such  reports;  and 

(2)  the  taxes  imposed  by  section  1401(b)  of  the  Internal  Reve- 
nue Code  of  1954  with  respect  to  self-employment  income  re- 
ported to  the  Secretary  of  the  Treasury  or  his  delegate  on  tax 
returns  under  subtitle  F  of  such  Code,  as  determined  by  the 
Secretary  of  the  Treasury  by  applying  the  applicable  rate  of 
tax  under  such  section  to  such  self-employment  income,  which 
self-employment  income  shall  be  certified  by  the  Secretary  of 
Health,  Education,  and  Welfare  on  the  basis  of  records  of  self- 
employment  established  and  maintained  by  the  Secretary  of 
Health,  Education,  and  Welfare  in  accordance  with  such  re- 
turns. 

The  amounts  appropriated  by  the  preceding  sentence  shall  be 
transferred  [from  time  to  time]  monthly  on  the  first  day  of  each 
calendar  month  from  the  general  fund  in  the  Treasury  to  the  Trust 
Fund,  such  amounts  to  be  determined  on  the  basis  of  estimates  by 
the  Secretary  of  the  Treasury  of  the  taxes,  specified  in  the  preced- 
ing sentence,  [paid  to  or  deposited  into  the  Treasury];  to  be  paid 
to  or  deposited  into  the  Treasury  during  such  month  and  proper  ad- 
justments shall  be  made  in  amounts  subsequently  transferred  to  the 
extent  prior  estimates  were  in  excess  of  or  were  less  than  the  taxes 
specified  in  such  sentence.  All  amounts  transferred  to  the  Trust 
Fund  under  the  preceding  sentence  shall  be  invested  by  the  Manag- 
ing Trustee  in  the  same  manner  and  to  the  same  extent  as  the  other 
assets  of  the  Trust  Fund;  and  the  Trust  Fund  shall  pay  interest  to 
the  general  fund  on  the  amount  so  transferred  on  the  first  day  of 
any  month  at  a  rate  (calculated  on  a  daily  basis,  and  applied 
against  the  difference  between  the  amount  so  transferred  on  such 
first  day  and  the  amount  which  would  have  been  transferred  to  the 
Trust  Fund  up  to  that  day  under  the  procedures  in  effect  on  Janu- 
ary 1,  1983)  equal  to  the  rate  earned  by  the  investments  of  the  Trust 
Fund  in  the  same  month  under  subsection  (c). 

******* 

(b)  With  respect  to  the  Trust  Fund,  there  is  hereby  created  a 
body  to  be  known  as  the  Board  of  Trustees  of  the  Trust  Fund  (here- 
inafter in  this  section  referred  to  as  the  "Board  of  Trustees")  com- 
posed of  the  Secretary  of  the  Treasury,  the  Secretary  of  Labor,  and 
the  Secretary  of  Health,  Education,  and  Welfare,  all  ex  officio.  The 
Secretary  of  the  Treasury  shall  be  the  Managing  Trustee  of  the 
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Board  of  Trustees  (hereinafter  in  this  section  referred  to  as  the 
"Managing  Trustee").  The  Administrator  of  the  Health  Care  Fi- 
nancing Administration  shall  serve  as  the  Secretary  of  the  Board 
of  Trustees.  The  Board  of  Trustees  shall  meet  not  less  frequently 
than  once  each  calendar  year.  It  shall  be  the  duty  of  the  Board  of 
Trustees  to — 

(1)  Hold  the  Trust  Fund; 

(2)  Report  to  the  Congress  not  later  than  the  first  day  of 
April  of  each  year  on  the  operation  and  status  of  the  Trust 
Fund  during  the  preceding  fiscal  year  and  on  its  expected  oper- 
ation and  status  during  the  current  fiscal  year  and  the  next  2 
fiscal  years; 

(3)  Report  immediately  to  the  Congress  whenever  the  Board 
is  of  the  opinion  that  the  amount  of  the  Trust  Fund  is  unduly 
small;  and 

(4)  Review  the  general  policies  followed  in  managing  the 
Trust  Fund,  and  recommend  changes  in  such  policies,  includ- 
ing necessary  changes  in  the  provisions  of  law  which  govern 
the  way  in  which  the  Trust  Fund  is  to  be  managed. 

Such  report  shall  also  include  an  actuarial  opinion  by  the  Chief  Ac- 
tuarial Officer  of  the  Health  Care  Financing  Administration  certify- 
ing that  the  techniques  and  methodologies  used  are  generally  ac- 
cepted within  the  actuarial  profession  and  that  the  assumptions 
and  cost-estimates  used  are  reasonable.  The  report  provided  for  in 
paragraph  (2)  shall  include  a  statement  of  the  assets  of,  and  the 
disbursements  made  from,  the  Trust  Fund  during  the  preceding 
fiscal  year,  an  estimate  of  the  expected  income  to,  and  disburse- 
ments to  be  made  from,  the  Trust  Fund  during  the  current  fiscal 
year  and  each  of  the  next  2  fiscal  years,  and  a  statement  of  the 
actuarial  status  of  the  Trust  Fund.  Such  report  shall  be  printed  as 
a  House  document  of  the  session  of  the  Congress  to  which  the 
report  is  made. 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such 
portion  of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to 
meet  current  withdrawals.  [Such  investments  may  be  made  only 
in  interest-bearing  obligations  of  the  United  States  or  in  obliga- 
tions guaranteed  as  to  both  principal  and  interest  by  the  United 
States.  For  such  purpose  such  obligations  may  be  acquired  (1)  on 
original  issue  at  the  issue  price,  or  (2)  by  purchase  of  outstanding 
obligations  at  the  market  price.]  Such  investments  may  be  made 
only  in  interest-bearing  public-debt  obligations  of  the  United  States 
which  are  issued  exclusively  for  purchase  by  the  Trust  Funds  under 
title  31  of  the  United  States  Code.  The  purposes  for  which  obliga- 
tions of  the  United  States  may  be  issued  under  the  Second  Liberty 
Bond  Act,  as  amended,  are  hereby  extended  to  authorize  the  issu- 
ance at  par  of  public-debt  obligations  for  purchase  by  the  Trust 
fund.  [Such  obligations  issued  for  purchase  by  the  Trust  Fund 
shall  have  maturities  fixed  with  due  regard  for  the  needs  of  the 
Trust  Fund  and  shall  bear  interest  at  a  rate  equal  to  the  average 
market  yield  (computed  by  the  Managing  Trustee  on  the  basis  of 
market  quotations  as  of  the  end  of  the  calendar  month  next  preced- 
ing the  date  of  such  issue)  on  all  marketable  interest-bearing  obli- 
gations of  the  United  States  then  forming  a  part  of  the  public  debt 
which  are  not  due  or  callable  until  after  the  expiration  of  4  years 
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from  the  end  of  such  calendar  month;  except  that  where  such  aver- 
age market  yield  is  not  a  multiple  of  one-eighth  of  1  per  centum, 
the  rate  of  interest  on  such  obligations  shall  be  the  multiple  of  one- 
eighth  of  1  per  centum  nearest  such  market  3deld.J  Such  obliga- 
tions shall  be  redeemable  at  par  plus  accrued  interest  at  any  time, 
and  shall  bear  interest  in  any  month  (including  the  month  of  issue) 
at  a  rate  equivalent  to  either  (1)  the  average  market  yield  (deter- 
mined by  the  Managing  Trustee  on  the  basis  of  market  quotations 
as  of  the  end  of  each  business  day  of  the  preceding  month)  on  all 
marketable  interest-bearing  obligations  of  the  United  States  then 
forming  a  part  of  the  public  debt  (other  than  "flower  bonds  ")  which 
are  not  due  or  callable  until  after  the  expiration  of  4  years  from  the 
end  of  such  preceding  month,  or  (2)  the  average  market  yield  (so  de- 
termined) on  all  such  obligations  which  are  due  or  callable  4  years 
or  less  from  the  end  of  such  preceding  month,  whichever  average 
market  yield  (with  respect  to  the  month  involved)  is  larger;  except 
that  where  such  equivalent  interest  rate  is  not  a  multiple  of  one- 
eighth  of  1  percent,  the  rate  of  interest  on  the  obligations  involved 
shall  be  the  multiple  of  one-eighth  of  1  percent  nearest  such  equiva- 
lent rate.  [The  Managing  Trustee  may  purchase  other  interest- 
bearing  obligations  of  the  United  States  or  obligations  guaranteed 
as  to  both  principal  and  interest  by  the  United  States,  on  original 
issue  or  at  the  market  price,  only  where  he  determines  that  the 
purchase  of  such  other  obligations  is  in  the  public  interest.]  For 
purposes  of  the  preceding  sentence,  the  term  "flower  bond"  means  a 
United  States  Treasury  bond  which  was  issued  before  March  4y 
1971,  and  which  may,  at  the  option  of  the  duly  constituted  repre- 
sentative of  the  estate  of  a  deceased  individual,  be  redeemed  in  ad- 
vance of  maturity  and  at  par  (face)  value  plus  accrued  interest  to 
the  date  of  payment  if  (i)  it  was  owned  by  such  deceased  individual 
at  the  time  of  his  death,  (ii)  it  is  part  of  the  estate  of  such  deceased 
individual,  and  (Hi)  such  representative  authorizes  the  Secretary  of 
the  Treasury  to  apply  the  entire  proceeds  of  the  redemption  of  such 
bond  to  the  payment  of  Federal  estate  taxes. 

[(d)  Any  obligations  acquired  by  the  Trust  Fund  (except  public- 
debt  obligations  issued  exclusively  to  the  Trust  Fund)  may  be  sold 
by  the  Managing  Trustee  at  the  market  price,  and  such  public-debt 
obligations  may  be  redeemed  at  par  plus  accrued  interest.] 

(e)  The  interest  on,  and  the  proceeds  from  the  sale  or  redemption 
of,  any  obligations  held  in  the  Trust  Fund  shall  be  credited  to  and 
form  a  part  of  the  Trust  Fund. 

(f)  (1)  The  Managing  Trustee  is  directed  to  pay  from  time  to  time 
from  the  Trust  Fund  into  the  Treasury  the  amount  estimated  by 
him  as  taxes  imposed  under  section  3101(b)  which  are  subject  to 
refund  under  section  6413(c)  of  the  Internal  Revenue  Code  of  1954 
with  respect  to  wages  paid  after  December  31,  1965.  Such  taxes 
shall  be  determined  on  the  basis  of  the  records  of  wages  established 
and  maintained  by  the  Secretary  of  Health,  Education,  and  Wel- 
fare in  accordance  with  the  wages  reported  to  the  Secretary  of  the 
Treasury  or  his  delegate  pursuant  to  subtitle  F  of  the  Internal  Rev- 
enue Code  of  1954,  and  the  Secretary  of  Health,  Education,  and 
Welfare  shall  furnish  the  Managing  Trustee  such  information  as 
may  be  required  by  the  Managing  Trustee  for  such  purpose.  The 
payments  by  the  Managing  Trustee  shall  be  covered  into  the  Treas- 
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ury  as  repa)mients  to  the  account  for  refunding  internal  revenue 
collections. 

(2)  Repayments  made  under  paragraph  (1)  shall  not  be  available 
for  expenditures  but  shall  be  carried  to  the  surplus  fund  of  the 
Treasury.  If  it  subsequently  appears  that  the  estimates  under  such 
paragraph  in  any  particular  period  were  too  high  or  too  low,  appro- 
priate adjustments  shall  be  made  by  the  Managing  Trustee  in 
future  payments. 

(g)  There  shall  be  transferred  periodically  (but  not  less  often 
than  once  each  fiscal  year)  to  the  Trust  Fund  from  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund  and  from  the  Federal  Dis- 
ability Insurance  Trust  Fund  amounts  equivalent  to  the  amounts 
not  previously  so  transferred  whcih  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  shall  have  certified  as  overpajnnents  (other 
than  amounts  so  certified  to  the  Railroad  Retirement  Board)  pursu- 
ant to  section  1870(b)  of  this  Act.  There  shall  be  transferred  peri- 
odically (but  not  less  often  than  once  each  fiscal  year)  to  the  Trust 
Fund  from  the  Railroad  Retirement  Account  amounts  equivalent  to 
the  amounts  not  previously  so  transferred  which  the  Secretary  of 
Health,  Education,  and  Welfare  shall  have  certified  as  overpay- 
ments to  the  Railroad  Retirement  Board  pursuant  to  section 
1870(b)  of  this  Act. 

(h)  The  Managing  Trustee  shall  also  pay  from  time  to  time  from 
the  Trust  Fund  such  amounts  as  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  certifies  are  necessary  to  make  the  payments 
provided  for  by  this  part,  and  the  payments  with  respect  to  admin- 
istrative expenses  in  accordance  with  section  201(g)(1). 

(i)  There  are  authorized  to  be  made  available  for  expenditure  out 
of  the  Trust  Fund  such  amounts  as  are  required  to  pay  travel  ex- 
penses, either  on  an  actual  cost  or  commuted  basis,  to  parties,  their 
representatives,  and  all  reasonably  necessary  witnesses  for  travel 
within  the  united  States  (as  defined  in  section  210(i))  to  attend  re- 
consideration interviews  and  proceedings  before  administrative  law 
judges  with  respect  to  any  determination  under  this  title.  The 
amount  available  under  the  proceeding  sentence  for  payment  for 
air  travel  by  any  person  shall  not  exceed  the  coach  fare  for  air 
travel  between  the  points  involved  unless  the  use  of  first-class  ac- 
commodations is  required  (as  determined  under  regulations  of  the 
Secretary)  because  of  such  person's  health  condition  or  the  unavai- 
lability of  alternative  accommodations;  and  the  amount  available 
for  payment  for  other  travel  by  any  person  shall  not  exceed  the 
cost  of  travel  (between  the  points  involved)  by  the  most  economical 
and  expeditous  means  of  transportation  appropriate  to  such  per- 
son's health  condition,  as  specified  in  such  regulations. 

(j)(l)  If  at  any  time  prior  to  January  [1983]  1,  1988  the  Manag- 
ing Trustee  determines  that  borrowing  authorized  under  this  sub- 
section is  appropriate  in  order  to  best  meet  the  need  for  financing 
the  benefit  payments  from  the  Federal  Hospital  Insurance  Trust 
Fund,  the  Managing  Trustee  may  borrow  such  amounts  as  he  de- 
termines to  be  appropriate  from  either  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  or  the  Federal  Disability  Insur- 
ance Trust  Fund  for  transfer  to  and  deposit  in  the  Federal  Hospital 
Insurance  Trust  Fund. 
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(2)  In  any  case  where  a  loan  has  been  made  to  the  Federal  Hospi- 
tal Insurance  Trust  Fund  under  paragraph  (1),  there  shall  be  trans- 
ferred from  time  to  time,  from  such  Trust  Fund  to  the  lending 
Trust  Fund,  interest  with  respect  to  the  unrepaid  balance  of  such 
loan  at  a  rate  equal  to  the  rate  which  the  lending  Trust  Fund 
would  earn  on  the  amount  involved  if  the  loan  were  an  investment 
under  subsection  (c). 

(3)  If  in  any  month  after  a  loan  has  been  made  to  the  Federal 
Hospital  Insurance  Trust  Fund  under  paragraph  (1),  the  Managing 
Trustee  determines  that  the  assets  of  such  Trust  Fund  are  suffi- 
cient to  permit  repayment  of  all  or  part  of  any  loans  made  to  such 
Fund  under  paragraph  (1),  he  shall  make  such  repayments  as  he 
determines  to  be  appropriate;  but  the  full  amount  of  all  such  loans 
(whether  made  before  or  after  January  1,  1983)  shall  be  repaid  at 
the  earliest  feasible  date  and  in  any  event  no  later  than  December 
31  1989. 

HOSPITAL  INSURANCE  BENEFITS  FOR  UNINSURED  INDIVIDUALS  NOT 
OTHERWISE  ELIGIBLE 

Sec.  1818.  (a)  *  *  * 

******* 

(d)  (1)  The  monthly  premium  of  each  individual  for  each  month  in 
his  coverage  period  before  July  1974  shall  be  $33. 

(2)  The  Secretary  shall,  [during  the  last  calendar  quarter  of  each 
year,  beginning  in  1973,]  during  the  next  to  last  calendar  quarter 
of  each  year  determine  and  promulgate  the  dollar  amount  (whether 
or  not  such  dollar  amount  was  applicable  for  premiums  for  any 
prior  month)  which  shall  be  applicable  for  premiums  for  months 
occurring  in  [the  12-month  period  commencing  July  1  of  the  next 
year]  the  following  calendar  year.  Such  amount  shall  be  equal  to 
$33,  multiplied  by  the  ratio  of  (A)  the  inpatient  hospital  deductible 
[for  such  next  year]  for  that  following  calendar  year,  as  promul- 
gated under  section  1813(b)(2),  to  (B)  such  deductible  promulgated 
for  1973.  Any  amount  determined  under  the  preceding  sentence 
which  is  not  a  multiple  of  $1  shall  be  rounded  to  the  nearest  multi- 
ple of  $1,  or  if  midway  between  multiples  of  $1  to  the  next  higher 
multiple  of  $1. 

******* 

Part  B — Supplementary  Medical  Insurance  Benefits  for  the 
Aged  and  Disabled 

******* 

procedure  for  payment  of  claims  of  providers  of  services 

Sec.  1835.  (a)  *  *  * 

******* 

(e)  For  purposes  of  services  (1)  which  are  inpatient  hospital  serv- 
ices by  reason  of  paragraph  (7)  of  section  1861(b)  or  for  which  enti- 
tlement exists  by  reason  of  clause  (II)  of  section  1832(a)(2)(B)(i),  and 
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(2)  for  which  the  reasonable  cost  thereof  is  determined  under  sec- 
tion 1861(v)(l)(D)  (or  would  be  if  section  1886  did  not  apply)  pay- 
ment under  this  part  shall  be  made  to  such  fund  as  may  be  desig- 
nated by  the  organized  medical  staff  of  the  hospital  in  which  such 
services  were  furnished  or,  if  such  services  were  furnished  in  such 
hospital  by  the  faculty  of  a  medical  school,  to  such  fund  as  may  be 
designated  by  such  faculty,  but  only  if— 

(1)  such  hospital  has  an  agreement  with  the  Secretary  under 
section  1866,  and 

(2)  the  Secretary  has  received  written  assurances  that  such 
payment  will  be  used  by  such  fund  solely  for  the  improvement 
of  care  to  patients  in  such  hospital  or  for  educational  or  chari- 
table purposes  and  (B)  the  individuals  who  were  furnished  such 
services  or  any  other  person  will  not  be  charged  for  such  serv- 
ices (or  if  charged  provision  will  be  made  for  return  for  any 
moneys  incorrectly  collected). 

******* 

Part  B — Supplementary  Medical  Insurance  Benefits  for  the 
Aged  and  Disabled 
******* 

AMOUNTS  OF  PREMIUMS 

Sec.  1839.  (a)  *  *  * 

******* 

(c)(1)  The  Secretary  shall,  during  [December  of  1972  and  of  each 
year  thereafter]  September  of  each  year,  determine  the  monthly 
actuarial  rate  for  enrollees  age  65  and  over  which  shall  be  applica- 
ble [for  the  12-month  period  commencing  July  1  in  the  succeeding 
year]  for  months  in  the  following  calendar  year.  Such  actuarial 
rate  shall  be  the  amount  the  Secretary  estimates  to  be  necessary  so 
that  the  aggregate  amount  for  such  [12-month  period]  calendar 
year  with  respect  to  those  enrollees  age  65  and  over  will  equal  one- 
half  of  the  total  of  the  benefits  and  administrative  costs  which  he 
estimates  will  be  payable  from  the  Federal  Supplementary  Medical 
Insurance  Trust  Fund  for  services  performed  and  related  adminis- 
trative costs  incurred  in  such  [12-month  period]  calendar  year.  In 
calculating  the  monthly  actuarial  rate,  the  Secretary  shall  include 
an  appropriate  amount  for  a  contingency  margin. 

(2)  The  monthly  premium  of  each  individual  enrolled  under  this 
part  for  each  month  after  June  1973  shall,  except  as  provided  in 
subsections  (d)  and  (g),  be  the  amount  determined  under  paragraph 

(3)  . 

(3)  The  Secretary  shall,  during  [December  of  1972  and  of  each 
year  thereafter]  September  of  each  year,  determine  and  promul- 
gate the  monthly  premium  applicable  for  the  individuals  enrolled 
under  this  part  [for  the  12-month  period  commencing  July  1  in 
the  succeeding  year.]  The  monthly  premium  shall  (except  as  other- 
wise provided  in  subsection  (g))  be  equal  to  the  smaller  of— 

(A)  the  monthly  actuarial  rate  for  enrollees  age  65  and  over, 
determined  according  to  paragraph  (1)  of  this  subsection,  for 
that  [12-month  period;]  calendar  year,  or 
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(B)  the  monthly  premium  rate  most  recently  promulgated  by 
the  Secretary  under  this  paragraph,  increased  by  a  percentage 
determined  as  follows:  The  Secretary  shall  ascertain  the  pri- 
mary insurance  amount  computed  under  section  215(a)(1), 
based  upon  average  indexed  monthly  earnings  of  $900,  that  ap- 
plied to  individuals  who  became  eligible  for  and  entitled  to  old- 
age  insurance  benefits  on  [May  1  of  the  year]  November  1  of 
the  year  before  the  year  of  the  promulgation.  He  shall  increase 
the  monthly  premium  rate  by  the  same  percentage  by  which 
that  primary  insurance  amount  is  increased  when,  by  reason 
of  the  law  in  effect  at  the  time  the  promulgation  is  made,  it  is 
so  computed  to  apply  to  those  individuals  on  the  following 
[May]  November  1. 
Whenever  the  Secretary  promulgates  the  dollar  amount  which 
shall  be  applicable  as  the  monthly  premium  for  any  period,  he 
shall,  at  the  time  such  promulgation  is  announced,  issue  a  public 
statement  setting  forth  the  actuarial  assumptions  and  bases  em- 
ployed by  him  in  arriving  at  the  amount  of  an  adequate  actuarial 
rate  for  enrollees  age  65  and  over  as  provided  in  paragraph  (1)  and 
the  derivation  of  the  dollar  amounts  specified  in  this  paragraph. 

(4)  The  Secretary  shall  also,  during  [December  of  1972  and  of 
each  year  thereafter]  September  of  each  year,  determine  the 
monthly  actuarial  rate  for  disabled  enrollees  under  age  65  which 
shall  be  applicable  [for  the  12-month  period  commencing  July  1  in 
the  succeeding  year]  for  months  in  the  following  calendar  year. 
Such  actuarial  rate  shall  be  the  amount  the  Secretary  estimates  to 
be  necessary  so  that  the  aggregate  amount  for  such  [12-month 
period]  calendar  year  with  respect  to  disabled  enrollees  under  age 
65  will  equal  one-half  of  the  total  of  the  benefits  and  administra- 
tive costs  which  he  estimates  will  be  incurred  in  the  Federal  Sup- 
plementary Medical  Insurance  Trust  Fund  for  such  [12-month 
period]  calendar  year  with  respect  to  such  enrollees.  In  calculating 
the  monthly  actuarial  rate  under  this  paragraph,  the  Secretary 
shall  include  an  appropriate  amount  for  a  contingency  margin. 

******* 

(g)(1)  Notwithstanding  the  provisions  of  subsection  (c),  the  month- 
ly premium  for  each  individual  enrolled  under  this  part  for  each 
month  after  [June]  December  1983  and  prior  to  [July  1985]  Jan- 
uary 1986  shall  be  an  amount  equal  to  50  percent  of  the  monthly 
actuarial  rate  for  enrollees  age  65  and  over,  as  determined  under 
subsection  (c)(1)  and  applicable  to  such  month. 

(2)  Any  increases  in  premium  amounts  taking  effect  prior  to 
[July  1985]  January  1986  by  reason  of  paragraph  (1)  shall  be 
taken  into  account  for  purposes  of  determining  increases  thereafter 
under  subsection  (c)(3). 

******* 

Part  B— Supplementary  Medical  Insurance  Benefits  for  the 
Aged  and  Disabled 


285 


FEDERAL  SUPPLEMENTARY  MEDICAL  INSURANCE  TRUST  FUND 

Sec.  1841  (a)  There  is  hereby  created  on  the  books  of  the  Treas- 
ury of  the  United  States  a  trust  fund  to  be  known  as  the  "Federal 
Supplementary  Medical  Insurance  Trust  Fund"  (hereinafter  in  this 
section  referred  to  as  the  "Trust  Fund").  The  Trust  Fund  shall  con- 
sist of  such  gifts  and  bequests  as  may  be  made  as  provided  in  sec- 
tion 201(i)(l),  and  such  amounts  as  may  be  deposited  in,  or  appro- 
priated to,  such  fund  as  provided  in  this  part. 

(b)  With  respect  to  the  Trust  Fund,  there  is  hereby  created  a 
body  to  be  known  as  the  Board  of  Trustees  of  the  Trust  Fund  (here- 
inafter in  this  section  referred  to  as  the  "Board  of  Trustees")  com- 
posed of  the  Secretary  of  the  Treasury,  the  Secretary  of  Labor,  and 
the  Secretary  of  Health,  Education,  and  Welfare,  all  ex  offico.  The 
Secretary  of  the  Treasury  shall  be  in  the  Managing  Trustee  of  the 
Board  of  Trustees  (hereinafter  in  this  section  referred  to  as  the 
"Managing  Trustee").  The  Administrator  of  the  Health  Care  Fi- 
nancing Administration  shall  serve  as  the  Secretary  of  the  Board 
of  Trustees.  The  Board  of  Trustees  shall  meet  not  less  frequently 
than  once  each  calendar  year.  It  shall  be  the  duty  of  the  Board  of 
Trustees  to — 

(1)  Hold  the  Trust  Fund; 

(2)  Report  to  the  Congress  not  later  than  the  first  day  of 
April  of  each  year  on  the  operation  and  status  of  the  Trust 
Fund  during  the  preceding  fiscal  year  and  on  its  expected  oper- 
ation and  status  during  the  current  fiscal  year  and  the  next  2 
fiscal  years. 

(3)  Report  immediately  to  the  Congress  whenever  the  Board 
is  of  the  opinion  that  the  amount  of  the  Trust  Fund  is  unduly 
small;  and 

(4)  Review  the  general  policies  followed  in  managing  the 
Trust  Fund,  and  recommend  changes  in  such  policies,  includ- 
ing necessary  changes  in  the  provisions  of  law  which  govern 
the  way  in  which  the  Trust  Fund  is  to  be  managed. 

The  report  provided  for  in  paragraph  (2)  shall  include  a  statement 
of  the  assets  of,  and  the  disbursements  made  from,  the  Trust  Fund 
during  the  preceding  fiscal  year,  an  estimate  of  the  expected 
income  to,  and  disbursements  to  be  made  from,  the  Trust  Fund 
during  the  current  fiscal  year  and  each  of  the  next  2  fiscal  years, 
and  a  statement  of  the  actuarial  status  of  the  Trust  Fund.  Such 
report  shall  be  printed  as  a  House  document  of  the  session  of  the 
Congress  to  which  the  report  is  made. 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such 
portion  of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to 
meet  current,  withdrawals.  [Such  investments  may  be  made  only 
in  interest-bearing  obligations  of  the  United  States  or  in  obliga- 
tions guaranteed  as  to  both  principal  and  interest  by  the  United 
States.  For  such  purpose  such  obligations  may  be  acquired  (1)  on 
original  issue  at  the  issue  price,  or  (2)  by  purchase  of  outstanding 
obligations  at  the  market  price.]  Such  investments  may  be  made 
only  in  interest-bearing  public-debt  obligations  of  the  United  States 
which  are  issued  exclusively  for  purchase  by  the  Trust  Funds  under 
title  31  of  the  United  States  Code.  The  purposes  for  which  obliga- 
tions of  the  United  States  may  be  issued  under  the  Second  Liberty 
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Bond  Act,  as  amended,  are  hereby  extended  to  authorize  the  issu- 
ance at  par  of  public-debt  obligations  for  purchase  by  the  Trust 
Fund.  [Such  obligations  issued  for  purchase  by  the  Trust  Fund 
shall  have  maturities  fixed  with  due  regard  for  the  needs  of  the 
Trust  Fund  and  shall  bear  interest  at  a  rate  equal  to  the  average 
market  yield  (computed  by  the  Managing  Trustee  on  the  basis  of 
market  quotations  as  of  the  end  of  the  calendar  month  next  preced- 
ing the  date  of  such  issue)  on  all  marketable  interest-bearing  obli- 
gations of  the  United  States  then  forming  a  part  of  the  public  debt 
which  are  not  due  or  callable  until  after  the  expiration  of  4  years 
from  the  end  of  such  calendar  month;  except  that  where  such  aver- 
age market  yield  is  not  a  multiple  of  one-eighth  of  1  per  centum, 
the  rate  of  interest  on  such  obligations  shall  be  the  multiple  of  one- 
eighth  of  1  per  centum  nearest  such  market  yield.]  Such  obliga- 
tions shall  be  redeemable  at  par  plus  accrued  interest  at  any  time, 
and  shall  bear  interest  in  any  month  (including  the  month  of  issue) 
at  a  rate  equivalent  to  either  (1)  the  average  market  yield  (deter- 
mined by  the  Managing  Trustee  on  the  basis  of  market  quotations 
as  of  the  end  of  each  business  day  of  the  preceding  month)  on  all 
marketable  interest-bearing  obligations  of  the  United  States  then 
forming  a  part  of  the  public  debt  (other  than  ''flower  bonds  ")  which 
are  not  due  or  callable  until  after  the  expiration  of  4  years  from  the 
end  of  such  preceding  month,  or  (2)  the  average  market  yield  (so  de- 
termined) on  all  such  obligations  which  are  due  or  callable  4  years 
or  less  from  the  end  of  such  preceding  month,  whichever  average 
market  yield  (with  respect  to  the  month  involved)  is  larger;  except 
that  where  such  equivalent  interest  rate  is  not  a  multiple  of  one- 
eighth  of  1  percent,  the  rate  of  interest  on  the  obligations  involved 
shall  be  the  multiple  of  one-eighth  of  1  percent  nearest  such  equiva- 
lent rate.  [The  Managing  Trustee  may  purchase  other  interest- 
bearing  obligations  of  the  United  States  or  obligations  guaranteed 
as  to  both  principal  and  interest  by  the  United  States,  on  original 
issue  or  at  the  market  price,  only  where  he  determines  that  the 
purchase  of  such  other  obligations  is  in  the  public  interest.]  For 
purposes  of  the  preceding  sentence,  the  term  ''flower  bond''  means  a 
United  States  Treasury  bond  which  was  issued  before  March  4* 
1971,  and  which  may,  at  the  option  of  the  duly  constituted  repre- 
sentative of  the  estate  of  a  deceased  individual,  be  redeemed  in  ad- 
vance of  maturity  and  at  par  (face)  value  plus  accrued  interest  to 
the  date  of  payment  if  (i)  it  was  owned  by  such  deceased  individual 
at  the  time  of  his  death,  (ii)  it  is  part  of  the  estate  of  such  deceased 
individual,  and  (Hi)  such  representative  authorizes  the  Secretary  of 
the  Treasury  to  apply  the  entire  proceeds  of  the  redemption  of  such 
bond  to  the  payment  of  Federal  estate  taxes. 

[(d)  Any  obligations  acquired  by  the  Trust  Fund  (except  public- 
debt  obligations  issued  exclusively  to  the  Trust  Fund)  may  be  sold 
by  the  Managing  Trustee  at  the  market  price,  and  such  public-debt 
obligations  may  be  redeemed  at  par  plus  accrued  interest.] 
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Part  C — Miscellaneous  Provisions 
definitions  of  services,  institutions,  etc. 
Sec.  1861.  For  purposes  of  this  title — 

Spell  of  Illness 

(a)  *  *  * 

*  *  *  «  *  >|!  * 

Reasonable  Cost 

(v)(l)(A)  *  *  * 

*  :^  *  *  *  *  * 

(G)(i)  In  any  case  in  which  a  hospital  provides  inpatient  services 
to  an  individual  that  would  constitute  post-hospital  extended  care 
services  if  provided  by  a  skilled  nursing  facility  and  a  quality  con- 
trol and  peer  review  organization  (or,  in  the  absence  of  such  a 
qualified  organization,  the  Secretary  or  such  agent  as  the  Secretary 
may  designate  determines  that  inpatient  hospital  services  for  the 
individual  are  not  medically  necessary  but  post-hospital  extended 
care  services  for  the  individual  are  medically  necessary  and  such 
extended  care  services  are  not  otherwise  available  to  the  individual 
(as  determined  in  accordance  with  criteria  established  by  the  Secre- 
tary) at  the  time  of  such  determination,  payment  for  such  services 
provided  to  the  individual  shall  continue  to  be  made  under  this 
title  at  the  payment  rate  described  in  clause  (ii)  during  the  period 
in  which — 

(I)  such  post-hospital  extended  care  services  for  the  individu- 
al are  medically  necessary  and  not  otherwise  available  to  the 
individual  (as  so  determined), 

(II)  inpatient  hospital  services  for  the  individual  are  not 
medically  necessary,  and 

(III)  the  individual  is  entitled  to  have  payment  made  for 
post-hospital  extended  care  services  under  this  title. 

except  that  if  the  Secretary  determines  that  the  hospital  had 
(during  the  immediately  preceding  calendar  year)  an  average  daily 
occupancy  rate  of  80  percent  or  more"  and  inserting  in  lieu  thereof 
* 'there  is  not  an  excess  of  hospital  beds  in  such  hospital  and  (sub- 
ject to  clause  (iv))  there  is  not  an  excess  of  hospital  beds  in  the  area 
of  such  hospital,  such  payment  shall  be  made  (during  such  period) 
[on  the  basis  of  the  reasonable  cost  ofj  the  amount  otherwise  pay- 
able under  part  A  with  respect  to  inpatient  hospital  services. 

***♦♦♦* 

(2)(A)  If  the  bed  and  board  furnished  as  part  of  inpatient  hospital 
services  (including  inpatient  tuberculosis  hospital  services  and  in- 
patient psychiatric  hospital  services)  or  post-hospital  extended  care 
services  is  in  accommodations  more  expensive  than  semi-private  ac- 
commodations, the  amount  taken  into  account  for  purposes  of  pay- 
ment under  this  title  with  respect  to  such  services  may  not  exceed 
[an  amount  equal  to  the  reasonable  cost  of]  the  amount  that 
would  be  taken  into  account  with  respect  to  such  services  if  fur- 
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nished  in  such  semi-private  accommodations  unless  the  more  ex- 
pensive accommodations  were  required  for  medical  reasons. 

(B)  Where  a  provider  of  services  which  has  an  agreement  in 
effect  under  this  title  furnishes  to  an  individual  items  or  services 
which  are  in  excess  of  or  more  expensive  than  the  items  or  services 
with  respect  to  which  payment  may  be  made  under  part  A  or  part 
B,  as  the  case  may  be,  the  Secretary  shall  take  into  account  for 
purposes  of  payment  to  such  provider  of  services  only  [the  equiva- 
lent of  the  reasonable  cost  of]  the  items  or  services  with  respect  to 
which  such  payment  may  be  made. 

(3)  If  the  bed  and  board  furnished  as  part  of  inpatient  hospital 
services  (including  inpatient  tuberculosis  hospital  services  and  in- 
patient psychiatric  hospital  services)  or  post  hospital  extended  care 
services  is  in  accommodations  other  than,  but  not  more  expensive 
than,  semi-private  accommodations  and  the  use  of  such  other  ac- 
commodations rather  than  semi-private  accommodations  was  nei- 
ther at  the  request  of  the  patient  nor  for  a  reason  which  the  Secre- 
tary determines  is  consistent  with  the  purposes  of  this  title,  the 
amount  of  the  payment  with  respect  to  such  bed  and  board  under 
part  A  shall  be  [the  reasonable  cost  of  such  bed  and  board  furnished 
in  semi-private  accommodations  (determined  pursuant  to  paragraph 
(1))]  the  amount  otherwise  payable  under  this  title  for  such  bed  and 
board  furnished  in  semi-private  accommodations  minus  the  differ- 
ence between  the  charge  customarily  made  by  the  hospital  or  skilled 
nursing  facility  for  bed  and  board  in  semi-private  accommodations 
and  the  charge  customarily  made  by  it  for  bed  and  board  in  the 
accommodations  furnished. 

EXCLUSIONS  FROM  COVERAGE 

Sec.  1862.  (a)  Notwithstanding  any  other  provisions  of  this  title, 
no  payment  may  be  made  under  part  A  or  part  B  for  any  expenses 
incurred  for  items  or  services — 
(IXA)  *  *  * 

*  *  *  *  *  *  * 

(12)  where  such  expenses  are  for  services  in  connection  with 
the  care,  treatment,  filling,  removal,  or  replacement  of  teeth  or 
structures  directly  supporting  teeth,  except  that  payment  may 
be  made  under  part  A  in  the  case  of  inpatient  hospital  services 
in  connection  with  the  provision  of  such  dental  services  if  the 
individual,  because  of  his  underl3dng  medical  condition  and 
clinical  status  or  because  of  the  severity  of  the  dental  proce- 
dure, requires  hospitalization  in  connection  with  the  provision 
of  such  services;  [or] 

(13)  where  such  expenses  are  for — 

(A)  the  treatment  of  flat  foot  conditions  and  the  pre- 
scription of  supportive  devices  therefor, 

(B)  the  treatment  of  subluxations  of  the  foot,  or 

(C)  routine  foot  care  (including  the  cutting  or  removal  of 
corns  or  calluses,  the  trimming  of  nails,  and  other  routine 
hygienic  care)[.];  or 

(14)  which  are  other  than  physicians '  services  and  which  are 
furnished  to  an  individual  who  is  an  inpatient  of  a  hospital  by 
an  entity  other  than  the  hospital,  unless  the  services  are  fur- 
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nished  under  arrangements  (as  defined  in  section  1861(w)(l)) 
with  the  entity  made  by  the  hospital. 

d)i  it!  *  *  *  *  * 

AGREEMENTS  WITH  PROVIDERS  OF  SERVICES 

Sec.  1866.  (a)(1)  Any  provider  of  services  (except  a  fund  designat- 
ed for  purposes  of  section  1814(g)  and  section  1835(e))  shall  be  quali- 
fied to  participate  under  this  title  and  shall  be  eligible  for  pay- 
ments under  this  title  if  it  files  with  the  Secretary  an  agreement — 

(A)  *  *  * 

******* 

(D)  to  promptly  notify  the  Secretary  of  its  employment  of  an 
individual  who,  at  any  time  during  the  year  preceding  such 
employment,  was  employed  in  a  managerial,  accounting,  audit- 
ing, or  similar  capacity  (as  determined  by  the  Secretary  by  reg- 
ulation) by  an  agency  or  organization  which  serves  as  a  fiscal 
intermediary  or  carrier  (for  purposes  of  part  A  or  part  B,  or 
both,  of  this  title)  with  respect  to  the  provider,  [and] 

(E)  to  release  data  with  respect  to  patients  of  such  provider 
upon  request  to  an  organization  having  a  contract  with  the 
Secretary  under  part  B  of  title  XI  as  may  be  necessary  (i)  to 
allow  such  organization  to  carry  out  its  functions  under  such 
contract,  or  (ii)  to  allow  such  organization  to  carry  out  similar 
review  functions  under  any  contract  the  organization  may 
have  with  a  private  or  public  agency  paying  for  health  care  in 
the  same  area  with  respect  to  patients  who  authorize  release  of 
such  data  of  such  purposes  [.], 

(F)  in  the  case  of  hospitals  which  provide  inpatient  hospital 
services  for  which  payment  may  be  made  under  subsection  (d)  or 
(d)  of  section  1886,  to  maintain  an  agreement  with  a  utilization 
and  quality  control  peer  review  organization  (which  has  a  con- 
tract with  the  Secretary  under  part  B  of  title  XI)  under  which 
the  organization  will  perform  functions  under  that  part  with 
respect  to  the  review  of  admissions,  discharges,  and  quality  of 
care  respecting  inpatient  hospital  services  for  which  payment 
may  be  made  under  part  A  of  this  title, 

(G)  in  the  case  of  hospitals  which  provide  inpatient  hospital 
services  for  which  payment  may  be  made  under  subsection  (b)  or 
(d)  of  section  1886,  not  to  charge  any  individual  or  any  other 
person  for  inpatient  hospital  services  for  which  such  individual 
would  be  entitled  to  have  payment  made  under  part  A  but  for  a 
denial  or  reduction  of  payments  under  section  1886(f),  and 

(H)  in  the  case  of  hospitals  which  provide  inpatient  hospital 
services  for  which  payment  may  be  made  under  section  1886(d), 
to  have  all  items  and  services  (other  than  physicians^  services) 
(i)  that  are  furnished  to  an  individual  who  is  an  inpatient  of 
the  hospital,  and  (ii)  for  which  the  individual  is  entitled  to 
have  payment  made  under  this  title,  furnished  by  the  hospital 
or  otherwise  under  arrangements  (as  defined  in  section 
1861(w))(l)  made  by  the  hospital. 
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(2)(A)  *  *  * 

(B)(i)  Where  a  provider  of  services  has  furnished,  at  the  request 
of  such  individual,  items  or  services  which  are  in  excess  of  or  more 
expensive  than  the  items  or  services  with  respect  to  which  pay- 
ment may  be  made  under  this  title,  such  provider  of  services  may 
also  charge  such  individual  or  other  person  for  such  more  expen- 
sive items  or  services  to  the  extent  that  the  amount  customarily 
charged  by  it  for  the  items  or  services  furnished  at  such  request 
exceeds  the  amount  customarily  charged  by  it  for  the  items  or  serv- 
ices with  respect  to  which  payment  may  be  made  under  this  title. 

(ii)  Where  a  provider  of  services  customarily  furnishes  an  individ- 
ual items  or  services  which  are  more  expensive  than  the  items  or 
services  determined  to  be  necessary  in  the  efficient  delivery  of 
needed  health  services  under  this  title  and  which  have  not  been  re- 
quested by  such  individual,  such  provider  may  (except  with  respect 
to  emergency  services  and  except  with  respect  to  inpatient  hospital 
costs  with  respect  to  which  amounts  are  payable  under  section 
1886(d))  also  charge  such  individual  or  other  person  for  such  more 
expensive  items  or  services  to  the  extent  that  the  costs  of  (or,  if 
less,  the  customary  charges  for)  such  more  expensive  items  or  serv- 
ices experienced  by  such  provider  in  the  second  fiscal  period  imme- 
diately preceding  the  fiscal  period  in  which  such  charges  are  im- 
posed exceed  the  cost  of  such  items  or  services  determined  to  be 
necessary  in  the  efficient  delivery  of  needed  health  services,  but 
only  if— 

(I)  the  Secretary  has  provided  notice  to  the  public  of  any 
charges  being  imposed  on  individuals  entitled  to  beneifts  under 
this  title  on  account  of  costs  in  excess  of  the  costs  determined 
to  be  necessary  in  the  efficient  delivery  of  needed  health  serv- 
ices under  this  title  by  particular  providers  of  services  in  the 
area  in  which  such  items  or  services  are  furnished,  and 

«  «  *  III  «  Ii  « 

PAYMENTS  TO  HEALTH  MAINTENANCE  ORGANIZATIONS  AND 
COMPETITIVE  MEDICAL  PLANS 

Sec.  1876.  (a)(1)(A)  *  *  * 

*  «  «  *  «  «  * 

(g)(1)  * '  * 

in  *  *  *  *  *  * 

W  A  risk-sharing  contract  under  this  subsection  may,  at  the 
option  of  an  eligible  organization,  provide  that  the  Secretary — 

(A)  will  reimburse  hospitals  either  for  the  reasonable  cost  (as 
determined  under  section  1861(v))  or  for  payment  amounts  deter- 
mined in  accordance  with  section  1886,  as  applicable,  of  inpa- 
tient hospital  services  furnished  to  individuals  enrolled  with 
such  organization  pursuant  to  subsection  (d),  and 

(B)  will  deduct  the  amount  of  such  reimbursement  for  pay- 
ment which  would  otherwise  be  made  to  such  organization. 
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PROVIDER  REIMBURSEMENT  REVIEW  BOARD 

Sec.  1878.  (a)  Any  provider  of  services  which  has  filed  a  required 
cost  report  within  the  time  specified  in  regulations  may  obtain  a 
hearing  with  respect  to  such  cost  report  by  a  provider  Reimburse- 
ment Review  Board  (hereinafter  referred  to  as  the  "Board")  which 
shall  be  established  by  the  Secretary  in  accordance  with  subsection 
(h)  and  (except  as  provided  in  subsection  (g)(2))  any  hospital  which 
receives  payments  in  amounts  computed  under  section  1886(d)  and 
which  has  submitted  such  reports  within  such  time  as  the  Secretary 
may  require  in  order  to  make  payment  under  such  section  may 
obtain  a  hearing  with  respect  to  such  payment  by  the  Board,  if— 

(1)  such  provider — 

{A)(i)  is  dissatisfied  with  a  final  determination  of  the  or- 
ganization serving  as  its  fiscal  intermediary  pursuant  to 
section  1816  as  to  the  amount  of  total  program  reimburse- 
ment due  the  provider  for  the  items  and  services  furnished 
to  individuals  for  which  payment  may  be  made  under  this 
title  for  the  period  covered  by  such  report,  or 
(ii)  is  dissatisfied  with  a  final  determination  of  the  Secretary 

as  to  the  amount  of  the  payment  under  section  1886(d), 

(B)  has  not  received  such  final  determination  from  such 
intermediary  on  a  timely  basis  after  filing  such  report, 
where  such  report  complied  with  the  rules  and  regulations 
of  the  Secretary  relating  to  such  report,  or 

(C)  has  not  received  such  final  determination  on  a  timely 
basis  after  filing  a  supplementary  cost  report,  where  such 
cost  report  did  not  so  comply  and  such  supplementary  cost 
report  did  so  comply, 

(2)  the  amount  in  controversy  is  $10,000  or  more,  and 

(3)  such  provider  files  a  request  for  a  hearing  within  180 
days  after  notice  of  the  intermediary's  final  determination 
under  paragraph  \iX){^T\(l)(A)(i),  or  with  respect  to  appeals 
under  paragraph  (l)(A)(ii),  180  days  after  notice  of  the  Secre- 
tary's final  determination,  or  with  respect  to  appeals  pursuant 
to  paragraph  (1)  (B)  or  (C),  within  180  days  after  notice  of  such 
determination  would  have  been  received  if  such  determination 
had  been  made  on  a  timely  basis. 

*  *  >»  *  *  >tc  4: 

(g)  (1)  The  finding  of  a  fiscal  intermediary  that  no  payment  may 
be  made  under  this  title  for  any  expensed  incurred  for  items  or 
services  furnished  to  an  individual  because  such  items  or  services 
are  listed  in  section  1862  shall  not  be  reviewed  by  the  Board,  or  by 
any  court  pursuant  to  an  action  brough  under  subsection  (f). 

(2)  The  determinations  and  other  decisions  described  in  section 
1886(d)(7)  shall  not  be  reviewed  by  the  Board  or  by  any  court  pursu- 
ant to  an  action  brought  under  subsection  (f)  or  otherwise. 

(h)  The  Board  shall  be  composed  of  five  members  appointed  by 
the  Secretary  without  regard  to  the  provisions  of  title  5,  United 
States  Code,  governing  appointments  in  the  competitive  services. 
Two  of  such  members  shall  be  representative  of  providers  of  serv- 
ices. All  of  the  members  of  the  Board  shall  be  persons  knowledge- 
able in  the  field  of  [cost  reimbursement]  payment  of  providers  of 
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services,  and  at  least  one  of  them  shall  be  a  certified  public  ac- 
countant. Members  of  the  Board  shall  be  entitled  to  receive  com- 
pensation at  rates  fixed  by  the  Secretary,  but  not  exceeding  the 
rate  specified  (at  the  time  the  service  involved  is  rendered  by  such 
members)  for  grade  GS-18  in  section  5332  of  title  5,  United  States 
Code.  The  term  of  office  shall  be  three  years,  except  that  the  Secre- 
tary shall  appoint  the  initial  members  of  the  Board  for  shorter 
terms  to  the  extent  necessary  to  permit  staggered  terms  of  office. 


MEDICARE  COVERAGE  FOR  END  STAGE  RENAL  DISEASE  PATIENTS 

Sec.  1881.  (a)  The  benefits  provided  by  parts  A  and  B  of  this  title 
shall  include  benefits  for  individuals  who  have  been  determined  to 
have  end-stage  renal  disease  as  provided  in  section  226A,  and  bene- 
fits for  kidney  donors  as  provided  in  subsection  (d)  of  this  section. 
Notwithstanding  any  other  provision  of  this  title,  the  type,  dura- 
tion, and  scope  of  the  benefit  provided  by  parts  A  and  B  with  re- 
spect to  individuals  who  have  been  determined  to  have  end-stage 
renal  disease  and  who  are  entitled  to  such  benefits  without  regard 
to  section  226A  shall  in  no  case  be  less  than  the  type,  duration,  and 
scope  of  the  benefits  so  provided  for  individuals  entitled  to  such 
benefits  solely  by  reason  of  that  section. 

(b)(1)  Payments  under  this  title  with  respect  to  services,  in  addi- 
tion to  services  for  which  payment  would  otherwise  by  made  under 
this  title,  furnished  to  individuals  who  have  been  determined  to 
have  end-stage  renal  disease  shall  include  (A)  payments  on  behalf 
of  such  individuals  to  providers  of  services  and  renal  dialysis  facili- 
ties which  meet  such  requirements  as  the  Secretary  shall  by  regu- 
lation prescribe  for  institutional  dialysis  services  and  supplies  (in- 
cluding self-dialysis  services  in  a  self-care  dialysis  unit  maintained 
by  the  provider  or  facility),  transplantation  services,  self-care  home 
dialysis  support  services  which  are  furnished  by  the  provider  or  fa- 
cility, and  routine  professional  services  performed  by  a  physician 
during  a  maintenance  dialysis  episode  if  payments  for  his  other 
professional  services  furnished  to  an  individual  who  has  end-stage 
renal  disease  are  made  on  the  basis  specified  in  paragraph  (3)(A)  of 
this  subsection,  and  (B)  payments  to  or  on  behalf  of  such  individ- 
uals for  home  dialysis  supplies  and  equipment.  The  requirements 
prescribed  by  the  Secretary  under  subparagraph  (A)  shall  include 
requirements  for  a  minimum  utilization  rate  for  covered  proce- 
dures and  for  self-dialysis  training  programs. 

(2)(A)  With  respect  to  payments  for  dialysis  services  furnished  by 
providers  of  services  and  renal  dialysis  facilities  to  individuals  de- 
termined to  have  end-stage  renal  disease  for  which  payments  may 
be  made  under  part  B  of  this  title,  such  pajmients  (unless  otherwise 
provided  in  this  section)  shall  be  equal  to  80  percent  of  the 
amounts  determined  in  accordance  with  subparagraph  (B);  and 
with  respect  to  payments  for  services  for  which  payments  may  be 
made  under  part  A  of  this  title,  the  amounts  of  such  payments 
(which  amounts  shall  not  exceed,  in  respect  to  costs  in  procuring 
organs  attributable  to  payments  made  to  an  organ  procurement 
agency  or  histocompatibility  laboratory,  the  costs  incurred  by  that 
agency  or  laboratory)  shall  be  determined  in  accordance  with  sec- 
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tion  1861(v)  or  section  1886  (if  applicable).  Payments  shall  be  made 
to  a  renal  dialysis  facility  only  if  it  agrees  to  accept  such  payments 
as  payment  in  full  for  covered  services,  except  for  payment  by  the 
individual  of  20  percent  of  the  estimated  amounts  for  such  services 
calculated  on  the  basis  established  by  the  Secretary  under  subpara- 
graph (B)  and  the  deductible  amount  imposed  by  section  1833(b). 
******* 

PAYMENT  TO  HOSPITALS  FOR  INPATIENT  HOSPITAL  SERVICES 

Sec.  1886.  (a)(l)(A)(i)  The  Secretary,  in  determining  the  amount 
of  the  payments  that  may  be  made  under  this  title  with  respect  to 
operating  costs  of  inpatient  hospital  services  (as  defined  in  para- 
graph (4))  shall  not  recognize  as  reasonable  (in  the  efficient  deliv- 
ery of  health  services)  costs  for  the  provision  of  such  services  by  a 
hospital  for  a  cost  reporting  period  to  the  extent  such  costs  exceed 
the  applicable  percentage  (as  determined  under  clause  (ii))  of  the 
average  of  such  costs  for  all  hospitals  in  the  same  grouping  as  such 
hospital  for  comparable  time  periods. 

(ii)  For  purposes  of  clause  (i),  the  applicable  percentage  for  hospi- 
tal cost  reporting  periods  beginning — 

(I)  on  or  after  October  1,  1982,  and  before  October  1,  1983,  is 
120  percent; 

(II)  on  or  after  October  1,  1983,  and  before  October  1,  1984,  is 
115  percent;  and 

(III)  on  or  after  October  1,  1984,  is  110  percent. 

(B)  (i)  For  purposes  of  subparagraph  (A)  the  Secretary  shall  estab- 
lish case  mix  indexes  for  all  short-term  hospitals,  and  shall  set 
limits  for  each  hospital  based  upon  the  general  mix  of  types  of 
medical  cases  with  respect  to  which  such  hospital  provides  services 
for  which  payment  may  be  made  under  this  title. 

(ii)  The  Secretary  shall  set  such  limits  for  a  cost  reporting  period 
of  a  hospital — 

(I)  by  updating  available  data  for  a  previous  period  to  the  im- 
mediate preceding  cost  reporting  period  by  the  estimated  aver- 
age rate  of  change  of  hospital  costs  industry-wide,  and 

(II)  by  projecting  for  the  cost  reporting  period  by  the  applica- 
ble percentage  increase  (as  defined  in  subsection  (b)(3)(B)). 

(C)  The  limitation  established  under  subparagraph  (A)  for  any 
hospital  shall  in  no  event  be  lower  than  the  allowable  operating 
costs  of  inpatient  hospital  services  (as  defined  in  paragraph  (4))  rec- 
ognized under  this  title  for  such  hospital  for  such  hospital's  last 
cost  reporting  period  prior  to  the  hospital's  first  cost  reporting 
period  for  which  this  section  is  in  effect. 

(D)  Subparagraph  (A)  shall  not  apply  to  cost  reporting  periods  be- 
ginning on  or  after  October  1,  1985. 

(2)  The  Secretary  shall  provide  for  such  exemptions  from,  and  ex- 
ceptions and  adjustments  to,  the  limitation  established  under  para- 
graph (1)(A)  as  he  deems  appropriate,  including  those  which  he 
deems  necessary  to  take  into  account — 

(A)  the  special  needs  of  sole  community  hospitals,  of  new 
hospitals,  of  risk  based  health  maintenance  organizations,  and 
of  hospitals  which  provide  atypical  services  or  essential  com- 
munity services,  and  to  take  into  account  extraordinary  cir- 
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cumstances  beyond  the  hospital's  control,  medical  and  para- 
medical education  costs,  significantly  fluctuating  population  in 
the  service  area  of  the  hospital,  and  unusual  labor  costs, 

(B)  the  special  needs  of  psychiatric  hospitals  and  of  public  or 
other  hospitals  that  serve  a  significantly  disproportionate 
number  of  patients  who  have  low  income  or  are  entitled  to 
benefits  under  part  A  of  this  title,  and 

(C)  a  decrease  in  the  inpatient  hospital  services  that  a  hospi- 
tal provides  and  that  are  customarily  provided  directly  by  simi- 
lar hospitals  which  results  in  a  significant  distortion  in  the  op- 
erating costs  of  inpatient  hospital  services. 

(3)  The  limitation  established  under  paragraph  (1)(A)  shall  not 
apply  with  respect  to  any  hospital  which — 

(A)  is  located  outside  of  a  standard  metropolitan  statistical 
area,  and 

(B)  (i)  has  less  than  50  beds,  and 

(ii)  was  in  operation  and  had  less  than  50  beds  on  the  date  of 
the  enactment  of  this  section. 

(4)  For  purposes  of  this  section,  the  term  ''operating  costs  of  inpa- 
tient hospital  services"  includes  all  routine  operating  costs,  ancil- 
lary service  operating  costs,  and  special  care  unit  operating  costs 
with  respect  to  inpatient  hospital  services  as  such  costs  are  deter- 
mined on  an  average  per  admission  or  per  discharge  basis  (as  deter- 
mined by  the  Secretary).  Such  term  does  not  include  capital-related 
costs  and  costs  of  approved  educational  activities,  as  defined  by  the 
Secretary. 

(b)(1)  [Notwithstanding  section  1814(b),  but  subject  to  the  provi- 
sions of  sections]  Notwithstanding  section  1814(h)  but  subject  to  the 
provisions  of  section  1813,  if  the  operating  costs  of  inpatient  hospi- 
tal services  (as  defined  in  subsection  (a)(4))  of  a  hospital  (other  than 
a  subsection  (d)  hospital,  as  defined  in  subsection  (d(l)(B))  for  a  cost 
reporting  period  subject  to  this  paragraph— 

(A)  are  less  than  or  equal  to  the  target  amount  (as  defined  in 
paragraph  (3))  for  that  hospital  for  that  period,  the  amount  of 
the  payment  with  respect  to  such  operating  costs  payable 
under  part  A  on  a  per  discharge  or  per  admission  basis  (as  the 
case  may  be)  shall  be  equal  to  the  amount  of  such  operating 
costs,  plus — 

(i)  50  percent  of  the  amount  by  which  the  target  amount 
exceeds  the  amount  of  the  operating  costs,  or 

(ii)  5  percent  of  the  target  amount, 
whichever  is  less;  or 

(B)  are  greater  the  target  amount,  the  amount  of  the  pay- 
ment with  respect  to  such  operating  costs  payable  under  part 
A  on  a  per  discharge  or  per  admission  basis  (as  the  case  may 
be)  shall  be  equal  to  (i)  the  target  amount,  plus  (ii)  in  the  case 
of  cost  reporting  periods  beginning  on  or  after  October  1,  1982, 
and  before  October  1,  1984,  25  percent  of  the  amount  by  which 
the  amount  of  the  operating  costs  exceeds  the  target  amount; 

except  that  in  no  case  may  the  amount  payable  under  this  title 
(other  than  on  the  basis  of  a  DRG  prospective  payment  rate  deter- 
mined under  subsection  (d)j  with  respect  to  operating  costs  of  inpa- 
tient hospital  services  exceed  the  maximum  amount  payable  with 
respect  to  such  costs  pursuant  to  subsection  (a). 
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[(2)  Paragraph  (1)  shall  not  apply  to  cost  reporting  periods  of 
hospitals  beginning  on  or  after  October  1,  1985.] 

(3)(A)  For  purposes  of  this  subsection,  the  term  ''target  amount" 
means,  with  respect  to  a  hospital  for  a  particular  12-month  cost  re- 
porting period — 

(i)  in  the  case  of  the  first  such  reporting  period  for  which 
this  subsection  is  in  effect,  the  allowable  operating  costs  of  in- 
patient hospital  services  (as  defined  in  subsection  (a)(4))  recog- 
nized under  this  title  for  such  hospital  for  the  preceding  12- 
month  cost  reporting  period,  and 

(ii)  in  the  case  a  later  reporting  period,  the  target  amount  for 
the  preceding  12-month  cost  reporting  period, 

increased  by  the  applicable  percentage  increase  under  subpara- 
graph (B)  for  that  particular  cost  reporting  period. 

(B)  For  purposes  of  subparagraph  (A)  and  subsection  (d)  and 
except  as  provided  in  subsection  (e),  the  applicable  percentage  in- 
crease for  any  12-month  cost  reporting  period  or  fiscal  year  shall  be 
equal  to  1  percentage  point  plus  the  percentage,  estimated  by  the 
Secretary  before  the  beginning  of  the  period  or  year,  by  which  the 
cost  of  the  mix  of  goods  and  services  (including  personnel  costs  but 
excluding  non-operating  costs)  comprising  routine,  ancillary,  and 
special  care  unit  inpatient  hospital  services,  based  on  an  index  of 
appropriately  weighted  indicators  of  changes  in  wages  and  prices 
which  are  representative  of  the  mix  of  goods  and  services  included 
in  such  inpatient  hospital  services,  for  such  cost  reporting  period 
[exceeds]  or  fiscal  year  will  exceed  the  cost  of  such  mix  of  goods 
and  services  for  the  preceding  12-month  cost  reporting  period  or 
fiscal  year. 

******* 

(c)(1)  The  Secretary  may  provide,  in  his  discretion,  that  payment 
with  respect  to  services  provided  by  a  hospital  in  a  State  may  be 
made  in  accordance  with  a  hospital  reimbursement  control  system 
in  a  State,  rather  than  in  accordance  with  the  other  provisions  of 
this  title,  if  the  chief  executive  officer  of  the  State  requests  such 
treatment  and  if — 

(A)  the  Secretary  determines  that  the  system,  if  approved 
under  this  subsection,  will  apply  (i)  to  substantially  all  non- 
Federal  acute  care  hospitals  (as  defined  by  the  Secretary)  in 
the  State  and  (ii)  to  the  review  of  at  least  75  percent  of  all  rev- 
enues or  expenses  in  the  State  for  inpatient  hospital  services 
and  of  revenues  or  expenses  for  inpatient  hospital  services  pro- 
vided under  the  State's  plan  approved  under  title  XIX; 

(B)  the  Secretary  has  been  provided  satisfactory  assurances 
as  to  the  equitable  treatment  under  the  system  of  all  entities 
(including  Federal  and  State  programs)  that  pay  hospitals  for 
inpatient  hospital  services,  of  hospital  employees,  and  of  hospi- 
tal patients;  [and] 

(C)  the  Secretary  has  been  provided  satisfactory  assurances 
that  under  the  system,  over  36-month  periods  (the  first  such 
period  beginning  with  the  first  month  in  which  this  subsection 
applies  to  that  system  in  the  State),  the  amount  of  payments 
made  under  this  title  under  such  system  will  not  exceed  the 
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amount  of  pajnnents  which  would  otherwise  have  been  made 
under  this  title  not  using  such  system  and 

(D)  the  Secretary  determines  that  the  system  will  not  preclude 
an  eligible  organization  (as  defined  in  section  1876(h))  from  ne- 
gotiating directly  with  hospitals  with  respect  to  the  organiza- 
tion 's  rate  of  payment  for  inpatient  hospital  services. 
The  Secretary  cannot  deny  the  application  of  a  State  under  this  sub- 
section on  the  ground  that  the  State's  hospital  reimbursement  con- 
trol system  is  based  on  a  payment  methodology  other  than  on  the 
basis  of  a  diagnosis-related  group  or  on  the  ground  that  the  amount 
of  payments  made  under  this  title  under  such  system  must  be  less 
than  the  amount  of  payments  which  would  otherwise  have  been 
made  under  this  title  not  using  such  system.  If  the  Secretary  pro- 
vides that  the  assurances  described  in  subparagraph  (C)  are  based 
on  maintaining  payment  amounts  at  no  more  than  a  specified  per- 
centage increase  above  the  payment  amounts  in  a  base  period,  the 
State  has  the  option  of  applying  such  test  (for  inpatient  hospital 
services  under  part  A)  on  an  aggregate  payment  basis  or  on  the  basis 
of  the  amount  of  payment  per  inpatient  discharge  or  admission.  If 
the  Secretary  provides  that  the  assurances  described  in  subpara- 
graph (C)  are  based  on  maintaining  aggregate  payment  amounts 
below  a  national  average  percentage  increase  in  total  payments 
under  part  A  for  inpatient  hospital  services,  the  Secretary  cannot 
deny  the  application  of  a  State  under  this  subsection  on  the  ground 
that  the  State 's  rate  of  increase  in  such  payments  for  such  services 
must  be  less  than  such  national  average  rate  of  increase. 

(2)  In  determining  under  paragraph  (IXC)  the  amount  of  payment 
which  would  otherwise  have  been  made  under  this  title  for  a  State, 
the  Secretary  may  provide  for  appropriate  adjustment  of  such 
amount  to  take  into  account  previous  reductions  effected  in  the 
amount  of  payments  made  under  this  title  in  the  State  due  to  the 
operation  of  the  hospital  reimbursement  control  system  in  the 
State  if  the  system  has  resulted  in  an  aggregate  rate  of  increase  in 
operating  costs  of  inpatient  hospital  services  (as  defined  in  subsec- 
tion (a)(4))  under  this  title  for  hospitals  in  the  State  which  is  less 
than  the  aggregate  rate  of  increase  in  such  costs  under  this  title 
for  hospitals  in  the  United  States. 

(3)  The  Secretary  shall  discontinue  payments  under  a  system  de- 
scribed in  paragraph  (1)  if  the  Secretary — 

(A)  determines  that  the  system  no  longer  meets  the  [re- 
quirement of  paragraph  (1)(A)]  requirements  of  subparagraph 
(A)  and  (D)  of  paragraph  (1)  and,  if  applicable,  the  requirements 
of  paragraph  (5),  or 

(B)  has  reason  to  believe  that  the  assurances  described  in 
subparagraph  (B)  or  (C)  of  paragraph  (1)  (or,  if  applicable,  in 
paragraph  (5))  are  not  being  (or  will  not  be)  met. 

(4.)  The  Secretary  shall  approve  the  request  of  a  State  under  para- 
graph (1)  with  respect  to  a  hospital  reimbursement  control  system 
if- 

(A)  the  requirements  of  subparagraphs  (A),  (B),  (C),  and  (D)  of 
paragraph  (1)  have  been  met  with  respect  to  the  system,  and 

(B)  with  respect  to  that  system  a  waiver  of  certain  require- 
ments of  title  XVIII  of  the  Social  Security  Act  has  been  ap- 
proved on  or  before  (and  which  is  in  effect  as  of)  the  date  of  the 
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enactment  of  the  Social  Security  Act  Amendments  of  1983,  pur- 
suant to  section  402(a)  of  the  Social  Security  Amendments  of 
1967  or  section  222(a)  of  the  Social  Security  Amendments  of 
1972. 

(5)  The  Secretary  shall  approve  the  request  of  a  State  under  para- 
graph (1)  with  respect  to  a  hospital  reimbursement  control  system 
if- 

(A)  the  requirements  of  subparagraphs  (A),  (B),  (C),  and  (D)  of 
paragraph  (1)  have  been  met  with  respect  to  the  system; 

(B)  the  Secretary  determines  that  the  system — 

(i)  is  operated  directly  by  the  State  or  by  an  entity  desig- 
nated pursuant  to  State  law, 

(ii)  provides  for  payment  of  hospitals  covered  under  the 
system  under  a  methodology  (which  sets  forth  exceptions 
and  adjustments,  as  well  as  any  method  for  changes  in  the 
methodology)  by  which  rates  or  amounts  to  be  paid  for  hos- 
pital services  during  a  specified  period  are  established 
under  the  system  prior  to  the  defined  rate  period,  and 

(Hi)  hospitals  covered  under  the  system  will  make  such 
reports  (in  lieu  of  cost  and  other  reports,  identified  by  the 
Secretary,  otherwise  required  under  this  title)  as  the  Secre- 
tary may  require  in  order  to  properly  monitor  assurances 
provided  under  this  subsection; 

(C)  the  State  has  provided  the  Secretary  with  satisfactory  as- 
surances that  operation  of  the  system  will  not  result  in  any 
change  in  hospital  admission  practices  which  result  in — 

(i)  a  significant  reduction  in  the  proportion  of  patients 
(receiving  hospital  services  covered  under  the  system)  who 
have  no  third-party  coverage  and  who  are  unable  to  pay  for 
hospital  services, 

(ii)  a  significant  reduction  in  the  proportion  of  individ- 
uals admitted  to  hospitals  for  inpatient  hospital  services 
for  which  payment  is  (or  is  likely  to  be)  less  than  the  antici- 
pated charges  for  or  costs  of  such  services. 

(Hi)  the  refusal  to  admit  patients  who  would  be  expected 
to  require  unusually  costly  or  prolonged  treatment  for  rea- 
sons other  than  those  related  to  the  appropriateness  of  the 
care  available  at  the  hospital,  or 

(iv)  the  refusal  to  provide  emergency  services  to  any 
person  who  is  in  need  of  emergeny  services  if  the  hospital 
provides  such  services; 

(D)  any  change  by  the  State  in  the  system  which  has  the 
effect  of  materially  reducing  payments  to  hospitals  can  only 
take  effect  upon  60  days  notice  to  the  Secretary  and  to  the  hos- 
pitals the  payment  to  which  is  likely  to  be  materially  affected  by 
the  change;  and 

(E)  the  State  has  provided  the  Secretary  with  satisfactory  as- 
surances that  in  the  development  of  the  system  the  State  has 
consulted  with  local  governmental  officials  concerning  the 
impact  of  the  system  on  public  hospitals. 
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The  Secretary  shall  respond  to  requests  of  States  under  this  para- 
graph within  60  days  of  the  date  the  request  is  submitted  to  the  Sec- 
retary. 

******* 

(d)(1)(A)  Notwithstanding  section  1814(b)  but  subject  to  the  provi- 
sions of  section  1813,  the  amount  of  the  payment  with  respect  to  the 
operating  costs  of  inpatient  hospital  services  (as  defined  in  subsec- 
tion (a)(4))  of  a  subsection  (d)  hospital  (as  defined  in  subparagraph 
(B))  for  inpatient  hospital  discharges  in  a  cost  reporting  period  or  in 
a  fiscal  year — 

(i)  beginning  on  or  after  October  1,  1983,  and  before  October  1, 
1986,  is  equal  to  the  sum  of— 

(I)  the  target  percentage  (as  defined  in  subparagraph  (C)) 
of  the  lesser  of  the  hospitaVs  target  amount  for  the  cost  re- 
porting period  (as  defined  in  subsection  (b)(3)(A)),  or  the 
limitation  established  under  subsection  (a)  (determined 
without  regard  to  paragraph  (2)  thereof)  for  the  period,  and 

(II)  the  DRG  percentage  (as  defined  in  subparagraph  (C)) 
of  the  adjusted  DRG  prospective  payment  rate  determined 
under  paragraph  (2)  or  (3)  for  such  discharges;  or 

(ii)  beginning  on  or  after  October  1,  1986,  is  equal  to  the  ad- 
justed DRG  prospective  payment  rate  determined  under  para- 
graph (3)  for  such  discharges. 

(B)  As  used  in  this  section,  the  term  ^'subsection  (d)  hospital" 
means  a  hospital  located  in  one  of  the  fifty  States  or  the  District  of 
Columbia  other  than — 

(i)  a  psychiatric  hospital  (as  defined  in  section  1861(f)), 

(ii)  a  rehabilitation  hospital  (as  defined  by  the  Secretary), 
(Hi)  a  hospital  whose  inpatients  are  predominantly  individ- 
uals under  18  years  of  age,  or 

(iv)  a  hospital  which  has  an  average  inpatient  length  of  stay 
(as  determined  by  the  Secretary)  of  greater  than  25  days; 
and,  upon  request  of  a  hospital  and  in  accordance  with  regulations 
of  the  Secretary,  does  not  include  a  psychiatric  or  rehabilitation 
unit  of  the  hospital  which  is  a  distinct  part  of  the  hospital  (as  de- 
fined by  the  Secretary). 

(C)  For  purposes  of  this  subsection,  for  cost  reporting  periods  be- 
ginning, or  discharges  occurring — 

(i)  on  or  after  October  1,  1983,  and  before  October  1,  1984,  the 
"target  percentage"  is  75  percent  and  the  "DRG  percentage"  is 
25  percent; 

(ii)  on  or  after  October  1,  1984,  and  before  October  1,  1985,  the 
"target  percentage"  is  50  percent  and  the  "DRG  percentage"  is 
50  percent;  and 

(Hi)  on  or  after  October  1,  1985,  and  before  October  1,  1986, 
the  "target  percentage"  is  25  percent  and  the  "DRG  percentage" 
is  75  percent. 

(2)  The  Secretary  shall  determine  an  adjusted  DRG  prospective 
payment  rate,  for  each  inpatient  hospital  discharge  in  fiscal  year 
1984  involving  inpatient  hospital  services  of  a  subsection  (d)  hospi- 
tal (located  in  an  urban  or  rural  area  within  a  census  division)  for 
which  payment  may  be  made  under  part  A  of  this  title,  as  follows: 


299 


(A)  Determining  allowable  individual  hospital  costs  for 
BASE  PERIOD. — The  Secretary  shall  determine  the  allowable  op- 
erating costs  of  inpatient  hospital  services  for  the  hospital  for 
the  most  recent  cost  reporting  period  for  which  data  are  availa- 
ble. 

(B)  Updating  for  fiscal  year  198U. — The  Secretary  shall 
update  each  amount  determined  under  subparagraph  (A)  for 
fiscal  year  1984  by — 

(i)  updating  for  fiscal  year  1983  by  the  estimated  average 
rate  of  change  of  hospital  costs  industry-wide  between  the 
cost  reporting  period  used  under  such  subparagraph  and 
fiscal  year  1983,  and 

(ii)  projecting  for  fiscal  year  1984  by  the  applicable  per- 
centage increase  (as  defined  in  subsection  (b)(3)(B))  for  fiscal 
year  1984. 

(C)  Standardizing  amounts. — The  Secretary  shall  standard- 
ize the  amount  updated  under  subparagraph  (B)  for  each  hospi- 
tal by — 

(i)  excluding  an  estimate  of  indirect  medical  education 
costs, 

(ii)  adjusting  for  variations  among  hospitals  by  area  in 
the  average  hospital  wage  level,  and 

(Hi)  adjusting  for  variations  in  case  mix  among  hospitals. 

(D)  Computing  urban  and  rural  averages  in  each  census 
DIVISION. — The  Secretary  shall  compute  an  average  of  the 
standardized  amounts  determined  under  subparagraph  (C)  for 
each  census  division — 

(i)  for  all  subsection  (d)  hospitals  located  in  an  urban 
area  in  that  division,  and 

(ii)  for  all  subsection  (d)  hospitals  located  in  a  rural  area 
in  that  division. 

For  purposes  of  this  subsection,  the  term  '^census  division^' 
means  one  of  the  nine  divisions,  comprising  the  fifty  States  and 
the  District  of  Columbia,  established  by  the  Bureau  of  the 
Census  for  statistical  and  reporting  purposes;  the  term  "urban 
area"  means  an  area  within  a  Standard  Metropolitan  Statisti- 
cal Area  (as  defined  by  the  Office  of  Management  and  Budget) 
or  within  such  similar  area  as  the  Secretary  has  recognized 
under  subsection  (a)  by  regulation  in  effect  as  of  January  1, 
1983;  and  the  term  "rural  area"  means  any  area  outside  such 
an  Area  or  similar  area. 

(E)  Reducing  for  value  of  outlier  payments. — The  Secre- 
tary shall  reduce  each  of  the  average  standardized  amounts  de- 
termined under  subparagraph  (D)  by  a  proportion  equal  to  the 
proportion  (estimated  by  the  Secretary)  of  the  amount  of  pay- 
ments under  this  subsection  based  on  DRG  prospective  payment 
rates  which  are  additional  payments  described  in  paragraph 
(5)(A)  (relating  to  outlier  payments). 

(F)  Maintaining  budget  neutrality. — The  Secretary  shall 
adjust  each  of  such  average  standardized  amounts  as  may  be 
required  under  subsection  (e)(1)(B)  for  that  fiscal  year. 

(G)  Computing  DRG-specific  rates  for  urban  and  rural 
HOSPITALS  IN  EACH  CENSUS  DIVISION.— For  each  discharge  clas- 
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sifted  witin  a  diagnosis-related  group,  the  Secretary  shall  estab- 
lish a  DRG  prospective  payment  rate  which  is  equal — 

(i)  for  hospitals  located  in  an  urban  area  in  a  census  di- 
vision, to  the  product  of— 

(I)  the  average  standardized  amount  (computed  under 
subparagraph  (D),  reduced  under  subparagraph  (E), 
and  adjusted  under  subparagraph  (F))  for  hospitals  lo- 
cated in  an  urban  area  in  that  division,  and 

(II)  the  weighting  factor  (determined  under  para- 
graph (4)  (B))  for  that  diagnosis-related  group;  and 

(ii)  for  hospitals  located  in  a  rural  area  in  a  census  divi- 
sion, to  the  product  of— 

(I)  the  average  standardized  amount  (computed 
under  subparagraph  (D),  reduced  under  subparagraph 
(E),  and  adjusted  under  subparagraph  (F))  for  hospitals 
located  in  a  rural  area  in  that  division,  and 

(II)  the  weighting  factor  (determined  under  para- 
graph (Jf)  (B))  for  that  diagnosis-related  group. 

(H)  Adjusting  for  different  area  wage  levels.— The 
Secretary  shall  adjust  the  proportion,  (as  estimated  by  the  Sec- 
retary from  time  to  time)  of  hospitals '  costs  which  are  attributa- 
ble to  wages  and  wage-related  costs,  of  the  DRG  prospective  pay- 
ment rates  computed  under  subparagraph  (G)  for  area  differ- 
enced in  hospital  wage  levels  by  a  factor  (established  by  the  Sec- 
retary) reflecting  the  relative  hospital  wage  level  in  the  geo- 
graphic area  of  the  hospital  compared  to  the  national  average 
hospital  wage  level. 
(3)  The  Secretary  shall  determine  an  adjusted  DRG  prospective 
payment  rate,  for  each  inpatient  hospital  discharge  in  a  fiscal  year 
after  fiscal  year  1984  involving  inpatient  hospital  services  of  a  sub- 
section (d)  hospital  for  which  payment  may  be  made  under  part  A  of 
this  title,  as  follows: 

(A)  Updating  previous  standardized  amounts. — The  Secre- 
tary shall  compute  an  average  standardize  amount — 

(i)  for  fiscal  years  1985,  1986,  and  1987,  for  hospitals  lo- 
cated in  an  urban  area  within  each  census  division  and  for 
hospitals  located  in  a  rural  area  within  each  census  divi- 
sion, and 

(ii)  for  subsequent  fiscal  years,  for  hospitals  located  in  an 
urban  area  and  for  hospitals  located  in  a  rural  area, 

equal  to  the  respective  average  standardized  amount  (or,  for 
fiscal  year  1988,  the  weighted  average  of  the  respective  average 
standardized  amounts)  computed  for  the  previous  fiscal  year 
under  paragraph  (2)(D)  or  under  this  subparagraph,  increased 
by  the  applicable  percentage  increase  under  subsection  (b)(3)(B) 
for  that  particular  fiscal  year. 

(B)  Reducing  for  value  of  outlier  payments. — The  Secre- 
tary shall  reduce  each  of  the  average  standardized  amounts  de- 
termined under  subparagraph  (A)  by  a  proportion  equal  to  the 
proportion  (estimated  by  the  Secretary)  of  the  amount  of  pay- 
ments under  this  subsection  based  on  DRG  prospective  payment 
amounts  which  are  additinal  payments  described  in  paragraph 
(5)(A)  (relating  to  outlier  payments). 
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(C)  Maintaining  budget  neutrality.— The  Secretary  shall 
adjust  each  of  such  average  standardized  amounts  as  may  be 
required  under  subsection  (e)(1)(B)  for  that  fiscal  year. 

(D)  Computing  drg-specific  rates  for  urban  and  rural 
HOSPITALS. — For  each  discharge  classified  within  a  diagnosis- 
related  group,  the  Secretary  shall  establish  a  DRG  prospective 
payment  rate  for  the  fiscal  year  which  is  equal — 

(i)  for  hospitals  located  in  an  urban  area  (and,  if  applica- 
ble, in  a  census  division),  to  the  product  of— 

(I)  the  average  standardized  amount  (computed 
under  subparagraph  (A),  reduced  under  subparagraph 
(B),  and  adjusted  under  subparagraph  (C))  for  the 
fiscal  year  for  hospitals  located  in  an  urban  area  (and, 
if  applicable,  in  that  division),  and 

(II)  the  weighting  factor  (determined  under  para- 
graph (4)(B))  for  that  diagnosis-related  group;  and 

(it)  for  hospitals  located  in  a  rural  area  (and,  if  applica- 
ble, in  a  census  division),  to  the  product  of— 

(I)  the  average  standardized  amount  (computed 
under  subparagraph  (A),  reduced  under  subparagraph 
(B),  and  adjusted  under  subparagraph  (C))  for  the 
fiscal  year  for  hospitals  located  in  a  rural  area  (and,  if 
applicable  in  that  division),  and 

(II)  the  weighting  factor  (determined  under  para- 
graph (4)(B))  for  that  diagnosis-related  group. 

(E)  Adjusting  for  different  area  wage  levels. — The  Sec- 
retary shall  adjust  the  proportion,  (as  estimated  by  the  Secre- 
tary from  time  to  time)  of  hospitals '  costs  which  are  attributa- 
ble to  wages  and  wage-related  costs,  of  the  DRG  prospective  pay- 
ment rates  computed  under  subparagraph  (D)  for  area  differ- 
ences in  hospital  wage  levels  by  a  factor  (established  by  the  Sec- 
retary) reflecting  the  relative  hospital  wage  level  in  the  geo- 
graphic area  of  the  hospital  compared  to  the  national  average 
hospital  wage  level. 

(4) (A)  The  Secretary  shall  establish  (and  may  from  time  to  time 
make  changes  in)  a  classification  of  inpatient  hospital  discharges  by 
diagnosis-related  groups  and  a  methodology  for  classifying  specific 
hospital  discharges  within  these  groups. 

(B)  For  each  such  diagnosis-related  group  the  Secretary  shall 
assign  (and  may  from  time  to  time  recompute)  an  appropriate 
weighting  factor  which  reflects  the  relative  hospital  resources  used 
with  respect  to  discharges  classified  within  that  groups  compared  to 
discharges  classified  within  other  groups. 

(5) (A)(i)  The  Secretary  shall  provide  for  an  additional  payment 
amount  (as  determined  by  the  Secretary)  for  a  subsection  (d)  hospi- 
tal for  any  discharge  in  a  diagnosis-related  group  the  length  of  stay 
of  which  exceeds  by  30  or  more  days  the  mean  length  of  stay  of  dis- 
charges within  that  group. 

(ii)  The  Secretary  shall  provide  for  an  additional  payment 
amount  (as  determined  by  the  Secretary)  for  a  subsection  (d)  hospi- 
tal for  any  discharge  in  a  diagnosis-related  group — 

(I)  the  length  of  stay  of  which  exceeds  by  a  period  (which  may 
vary  by  diagnosis-related  group)  of  less  than  30  days  the  mean 
length  of  stay  for  discharges  within  that  group  or 
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(II)  which  reflects  extraordinarily  or  unusually  expensive 
costs  relative  to  discharges  classified  within  that  group, 
so  that  the  total  of  the  additional  payments  made  under  this  sub- 
paragraph for  discharges  in  a  fiscal  year  is  not  less  than  4  percent 
of  the  total  payments  made  based  on  DRG  prospective  payment  rates 
for  discharges  in  that  year. 

(B)  The  Secretary  shall  provide  for  an  additional  payment 
amount  for  subsection  (d)  hospitals  with  indirect  costs  of  medical 
education,  in  an  amount  computed  in  the  same  manner  as  the  ad- 
justment for  such  costs  under  regulations  (in  effect  as  of  January  1, 
1983)  under  subsection  (a)(2),  except  that  in  the  computation  under 
this  subparagraph  the  Secretary  shall  use  an  educational  adjust- 
ment factor  equal  to  twice  the  factor  provided  under  such  regula- 
tions. 

(C) (i)  The  Secretary  shall  provide  for  such  exceptions  and  adjust- 
ments to  the  payment  amounts  established  under  this  subsection  as 
the  Secretary  deems  appropriate  to  take  into  account  the  special 
needs  of  public  or  other  hospitals  that  serve  a  significantly  dispro- 
portionate number  of  patients  who  have  low  income  or  are  entitled 
to  benefits  under  part  A  of  this  title. 

(ii)  The  Secretary  may  provide  (on  a  general,  class,  or  individual 
basis)  for  exceptions  and  adjustments  to  the  payment  amounts  estab- 
lished under  this  subsection  to  take  into  account  the  special  needs 
of  sole  community  hospitals.  For  purposes  of  this  section  the  term 
''sole  community  hospital"  means  a  hospital  that,  by  reason  of  fac- 
tors such  as  isolated  location  or  absense  of  other  hospitals  (as  deter- 
mined by  the  Secretary),  is  the  sole  source  of  inpatient  hospital  serv- 
ices reasonably  available  to  individuals  in  a  geographical  area  who 
are  entitled  to  benefits  under  part  A. 

(Hi)  The  Secretary  shall  provide  by  regulation  for  such  other  ex- 
ceptions and  adjustments  to  such  payment  amounts  as  the  Secretary 
deems  appropriate  (including  exceptions  and  adjustments  that  may 
be  appropriate  with  respect  to  public  and  teaching  hospitals  and 
with  respect  to  hospitals  involved  extensively  in  treatment  for  and 
research  on  cancer). 

(iv)  The  Secretary  may  provide  for  such  adjustments  to  the  pay- 
ment amounts  as  the  Secretary  deems  appropriate  to  take  into  ac- 
count the  unique  circumstances  of  hospitals  located  in  Alaska  and 
Hawaii. 

(D) (i)  The  Secretary  shall  estimate  for  each  fiscal  year  the  amount 
of  reimbursement  made  for  services  described  in  section  1862(a)(14) 
with  respect  to  which  payment  was  made  under  part  B  in  the  base 
reporting  periods  referred  to  in  paragraph  (2)(A)  and  with  respect  to 
which  payment  is  no  longer  being  made  in  the  fiscal  year. 

(ii)  The  Secretary  shall  provide  for  an  additional  payment  for  sub- 
section (d)  hospitals  in  each  fiscal  year  so  as  appropriately  to  reflect 
the  net  amount  described  in  clause  (i)  for  that  fiscal  year. 

(E)  This  paragraph  shall  apply  only  to  subsection  (d)  hospitals 
that  receive  payments  in  amounts  computed  under  this  subsection. 

(6)  The  Secretary  shall  provide  for  publication  in  the  Federal  Reg- 
ister, on  or  before  the  September  1  before  each  fiscal  year  (beginning 
with  fiscal  year  1984),  of  a  description  of  the  methodology  and  data 
used  in  computing  the  adjusted  DRG  prospective  payment  rates 
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under  this  subsection,  including  any  adjustments  required  under 
subsection  (e)(1)(B). 

(7)  There  shall  be  no  administrative  or  judicial  review  under  sec- 
tion 1878  or  otherwise  of— 

(A)  the  determination  of  the  requirement,  or  the  proportional 
amount,  of  any  adjustment  effected  pursuant  to  subsection 
(e)(1),  and 

(B)  the  establishment  of  diagnosis-related  groups,  of  the  meth- 
odology for  the  classification  of  discharges  within  such  groups, 
and  of  the  appropriate  weighting  factors  thereof  under  para- 
graph (U 

(e)(1)(A)  For  cost  reporting  periods  of  hospitals  beginning  in  fiscal 
year  1984  or  fiscal  year  1985,  the  Secretary  shall  provide  for  such 
proportional  adjustment  in  the  applicable  percentage  increase  (oth- 
erwise applicable  to  the  periods  under  subsection  (bX3)(B))  as  may  be 
necessary  to  assure  that — 

(i)  the  aggregate  payment  amounts  otherwise  provided  under 
subsection  (d)(l)(A)(i)(I)  for  that  fiscal  year  for  operating  costs  of 
inpatient  hospital  services  of  hospitals, 

are  not  greater  or  less  than — 

(ii)  the  target  percentage  (as  defined  in  subsection  (d)(1)(C))  of 
the  payment  amounts  which  would  have  been  payable  for  such 
services  for  those  same  hospitals  for  that  fiscal  year  under  this 
section  under  the  law  as  in  effect  before  the  date  of  the  enact- 
ment of  the  Social  Security  Act  Amendments  of  1983; 

except  that  the  adjustment  made  under  this  subparagraph  shall 
apply  only  to  subsection  (d)  hospitals  and  shall  not  apply  for  pur- 
poses of  making  computations  under  subsection  (d)(2)(B)(ii)  or  sub- 
section (d)(3)(A). 

(B)  For  discharges  occurring  in  fiscal  year  1984  or  fiscal  year 
1985,  the  Secretary  shall  provide  under  subsections  (d)(2)(F)  and 
(d)(3)(C)  for  such  equal  proportional  adjustment  in  each  of  the  aver- 
age standardized  amounts  otherwise  computed  for  that  fiscal  year 
as  may  be  necessary  to  assure  that — 

(i)  the  aggregate  payment  amounts  otherwise  provided  under 
subsection  (d)(l)(A)(i)(II)  for  that  fiscal  year  for  operating  costs 
of  inpatient  hospital  services  of  hospitals, 

are  not  greater  or  less  than — 

(ii)  the  DRG  percentage  (as  defined  in  subsection  (d)(1)(C))  of 
the  payment  amounts  which  would  have  been  payable  for  such 
services  for  those  same  hospitals  for  that  fiscal  year  under  this 
section  under  the  law  as  in  effect  before  the  date  of  the  enact- 
ment of  the  Social  Security  Act  Amendments  of  1983. 

(2)  The  Secretary  shall  provide  for  appointment  of  a  panel  of  inde- 
pendent experts  (hereinafter  in  this  subsection  referred  to  as  the 
^'paneV)  to  review  the  applicable  percentage  increase  factor  de- 
scribed in  subsection  (b)(3)(B)  and  make  recommendations  to  the 
Secretary  on  the  appropriate  percentage  increase  which  should  be  ef- 
fected for  hospital  inpatient  discharges  under  subsections  (b)  and  (d) 
for  fiscal  years  beginning  with  fiscal  year  1986.  In  making  its  rec- 
ommendations, the  panel  shall  take  into  account  changes  in  the 
hospital  market-basket  described  in  subsection  (b)(3)(B),  hospital 
productivity,  technological  and  scientific  advances,  the  quality  of 
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health  care  provided  in  hospitals,  and  long-term  cost-effectiveness  in 
the  provision  of  inpatient  hospital  services. 

(3)  The  panel,  not  later  than  the  May  1  before  the  beginning  of 
each  fiscal  year  (beginning  with  fiscal  year  1986),  shall  report  its 
recommendations  to  the  Secretary  on  an  appropriate  increase  factor 
which  should  be  used  (instead  of  the  applicable  percentage  increase 
described  in  subsection  (b)(3)(B))  for  inpatient  hospital  services  for 
discharges  in  that  fiscal  year. 

(If,)  Taking  into  consideration  the  recommendations  of  the  panel, 
the  Secretary  shall  determine  for  each  fiscal  year  (beginning  with 
fiscal  year  1986)  the  percentage  increase  which  will  apply  for  pur- 
poses of  this  section  as  the  applicable  percentage  increase  (otherwise 
described  in  subsection  (b)(3)(B))  for  discharges  in  that  fiscal  year. 

(5)  The  Secretary  shall  cause  to  have  published  in  the  Federal 
Register,  not  later  than — 

(A)  the  June  1  before  each  fiscal  year  (beginning  with  fiscal 
year  1986),  the  Secretary's  proposed  determination  under  para- 
graph (4)  for  that  fiscal  year,  and 

(B)  the  September  1  before  such  fiscal  year,  the  Secretary's 
final  determination  under  such  paragraph  for  that  year. 

The  Secretary  shall  include  in  the  publication  referred  to  in  subpar- 
agraph (A)  for  a  fiscal  year  the  report  of  the  panel's  recommenda- 
tions submitted  under  paragraph  (3)  for  that  fiscal  year. 

(6)  The  Secretary  shall  maintain,  for  a  period  ending  not  earlier 
than  September  30,  1988,  a  system  for  the  reporting  of  costs  of  hospi- 
tals receiving  payments  computed  under  subsection  (d). 

(f) (1)  The  Secretary  shall  establish  a  system  for  monitoring  admis- 
sions and  discharges  of  hospitals  receiving  payment  in  amounts  de- 
termined under  subsection  (b)  or  subsection  (d)  of  this  section.  Such 
system  shall  use  fiscal  intermediaries,  utilization  and  quality  con- 
trol peer  review  organizations  with  contracts  under  part  B  of  title 
XI,  and  others  to  review  hospital  admission  and  discharge  practices 
and  the  quality  of  inpatient  hospital  services  provided  for  which 
payment  may  be  made  under  part  A  of  this  title. 

(2)  If  the  Secretary  determines  that  a  hospital,  in  order  to  circum- 
vent the  payment  method  established  under  subsection  (b)  or  (d)  of 
this  section,  has  taken  an  action  that  results  in  the  admission  of 
individuals  entitled  to  benefits  under  part  A  unnecessarily,  unneces- 
sary multiple  admissions  of  the  same  such  individuals,  or  other  in- 
appropriate medical  or  other  practices  with  respect  to  such  individ- 
uals, the  Secretary  may — 

(A)  deny  payment  (in  whole  or  in  part)  under  part  A  with  re- 
spect to  inpatient  hospital  services  provided  with  respect  to  such 
an  unnecessary  admission  (or  subsequent  admission  of  the  same 
individual),  or 

(B)  require  the  hospital  to  take  other  corrective  action  neces- 
sary to  prevent  or  correct  the  inappropriate  practice. 

(3)  The  provisions  of  paragraphs  (2),  (3),  and  (4)  of  section  1862(d) 
shall  apply  to  determinations  under  paragraph  (2)  of  this  subsection 
in  the  same  manner  as  they  apply  to  determinations  made  under 
section  1862(d)(1). 

(g) (1)  No  payment  may  be  made  under  this  title  for  capital-related 
costs  of  capital  expenditures  (as  defined  in  section  1122(g))  for  inpa- 
tient hospital  services  in  a  State,  which  expenditures  occurred  after 
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the  end  of  the  3-year  period  beginning  on  the  date  of  the  enactment 
of  this  subsection,  unless  the  State  has  an  agreement  with  the  Secre- 
tary under  section  1122(b)  and,  under  the  agreement,  the  State  has 
recommended  approval  of  the  capital  expenditures. 

(2)  The  Secretary  shall  provide  that  the  amount  which  is  allow- 
able, with  respect  to  costs  of  inpatient  hospital  services  for  which 
payment  may  be  made  under  this  title,  for  a  return  on  equity  capital 
for  subsection  (d)  hospital  (as  defined  in  subsection  (d)(1)(B))  shall, 
for  cost  reporting  periods  beginning  on  or  after  October  1,  1983,  and 
before  October  1,  1986,  be  equal  to  the  target  percentage  (as  defined 
in  subsection  (d)(1)(C))  of  the  amounts  otherwise  allowable  under 
regulations  in  effect  on  March  1,  1983.  For  cost  reporting  periods  be- 
ginning on  or  after  October  1,  1986,  the  Secretary  shall  not  provide 
for  any  such  return  on  equity  capital  for  such  hospitals. 

*  ^  ;fc  ^  3fc  :^ 

PAYMENT  OF  PROVIDER-BASED  PHYSICIANS  AND  PAYMENT  UNDER 
CERTAIN  PERCENTAGE  ARRANGEMENTS 

Sec.  1887.  (a)(1)  The  Secretary  shall  by  regulation  determine  cri- 
teria for  distinguishing  those  services  (including  inpatient  and  out- 
patient services)  rendered  in  hospitals  or  skilled  nursing  facilities — 

(A)  which  constitute  professional  medical  services,  which  are 
personally  rendered  for  an  individual  patient  by  a  physician 
and  which  contribute  to  the  diagnosis  or  treatment  of  an  indi- 
vidual patient,  and  which  may  be  reimbursed  as  physicians' 
services  under  part  B,  and 

(B)  which  constitute  professional  services  which  are  rendered 
for  the  general  benefit  to  patients  in  a  hospital  or  skilled  nurs- 
ing facility  and  which  may  be  reimbursed  only  on  a  reasonable 
cost  basis  or  on  the  bases  described  in  section  1886. 

♦  *♦♦*** 
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SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1983 


March  11  (legislative  day,  March  7),  1983.— Ordered  to  be  printed 


Mr.  Dole,  from  the  Committee  on  Finance,  submitted  the  following 


REPORT 

[To  accompany  S.  1] 

The  Committee  on  Finance  to  which  was  referred  the  bill  (S.  1) 
to  implement  the  consensus  recommendations  of  the  National  Com- 
mission on  Social  Security  Reform,  having  considered  the  same, 
reports  favorably  thereon  with  an  amendment  and  recommend 
that  the  bill  do  pass. 

Social  Security  (OASDI)  Provisions 

actuarial  analysis 

The  OASDI  estimates  in  the  following  sectional  descriptions  were 
prepared  by  the  office  of  the  Actuary,  SSA  and  are  based  on  1983 
Trustees  II-B  assumptions.  Under  those  assumptions,  the  Commit- 
tee amendments  described  below  would  permit  the  timely  payment 
of  social  security  cash  benefits  through  the  short-range  (1983-89). 
In  the  long-range,  the  Committee  amendments  are  projected  to 
meet  or  slightly  exceed  the  long-deficit  identified  by  the  National 
Commission  on  Social  Security  Reform  of  1.80  percent  of  taxable 
payroll  (revised  under  1983  Trustees  II-B  assumptions  to  2.09  per- 
cent of  taxable  payroll). 

These  amendments  are  also  projected  to  have  a  significant 
impact  on  the  Hospital  Insurance  (HI)  trust  fund.  CBO  estimates 
project  an  increase  in  the  HI  trust  fund  of  $14.6  billion  over  the 
period  fiscal  years  1983-88. 

The  amendments  also  impact  on  other  Federal  programs.  To  the 
extent  the  cost /savings  are  reflected  in  the  following  descriptions, 
they  have  been  provided  by  CBO  and  are  based  on  CBO's  February 
1983  assumptions.  A  table  showing  the  impact  of  these  amend- 
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merits  on  the  total  Federal  budget  deficit  is  located  following  the 
sectional  descriptions. 

[Memorandum] 

Department  of  Health  and  Human  Services, 

Social  Security  Administration, 

March  11,  1983. 

To:  Mr.  Harry  C.  Ballantyne,  Chief  Actuary. 

From:  Francisco  R.  Bayo,  Deputy  Chief  Actuary. 

Subject:  Preliminary  estimate  of  the  impact  of  S.  1,  as  reported  by 

the  Senate  Finance  Committee  on  the  long-range  financial 

status  of  the  OASDI  system. 
The  attached  table  includes  preliminary  long-range  estimates  for 
S.  1.  as  reported  by  the  Senate  Finance  Committee  based  on  the 
1983  Trustees  Report  Alternative  II-B  assumptions.  Enactment  of 
this  bill  will  result  in  a  long-range  actuarial  surplus  of  0.08  percent 
of  taxable  payroll  for  OASDI  combined.  Estimates  for  individual 
provisions  are  shown  in  the  table  generally  only  for  those  provisions 
with  significant  long-range  impact  on  OASDI.  However,  the  impact 
on  OASDI  of  all  provisions  of  S.  1.  as  reported  is  included  in  the 
totals. 

The  estimates  assume  that  the  allocation  to  the  DI  trust  fund 
will  be  similar  to  the  allocation  in  H.R.  1900  as  reported  by  the 
Ways  and  Means  Committee,  except  that  after  1999  the  rate  would 
increase  from  0.60  to  0.65  each. 

Francisco  R.  Bayo, 
Deputy  Chief  Actuary. 

Attachment. 

TABLE  1.— ESTIMATED  CHANGES  IN  OASDI  TAX  INCOME  OR  BENEFIT  OUTGO  UNDER  S.  1  AS 
REPORTED  BY  THE  SENATE  FINANCE  COMMIHEE,  BASED  ON  1983  ALTERNATIVE  II-B  ASSUMPTIONS 

[In  billions  of  dollars] 


Calendar  year— 


Provision 

Total, 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1983- 
89 

Increase  tax  rate  on  covered  wages  and  salaries  

8.6 

0.3 

14.5 

16.0 

39.4 

Increase  tax  rate  on  covered  self-employment  earnings  

1.1 

3.1 

3.0 

3.2 

3.7 

4.4 

18.5 

Cover  President,  Vice-President,  and  Memt)ers  of  Congress 

{') 

(M 

(M 

{') 

Cover  new  Federal  employees  

.2 

.7 

1.2 

1.8 

2.4 

3.1 

9.3 

Cover  all  nonprofit  employees  

1.3 

1.5 

1.8 

2.1 

2.6 

3.1 

12.5 

Total  for  new  coverage  

1.5 

2.2 

3.0 

3.9 

5.0 

6.1 

21.8 

Prohibit  State  and  local  government  terminations  

.1 

.2 

.4 

.6 

.8 

1.1 

3.2 

Accelerate  collection  of  State  and  local  taxes  

1.4 

.1 

.1 

.1 

.3 

.2 

2.2 

Provide  general  fund  transfers  for  military  service  credits 

and  unnegotiated  cftecks  

19.2 

-.4 

-.4 

-.3 

-.3 

-.3 

-.3 

17.2 

Delay  benefit  increases  6  months  

3.2 

5.2 

5.4 

5.5 

6.2 

6.7 

7.3 

39.4 

Tax     of  benefits  for  high  income  beneficiaries  

2.6 

3.2 

3.9 

4.7 

5.6 

6.7 

26.6 

Continue  benefits  on  remarriage  

{^) 

(^) 

{') 

in 

{^) 

-.1 

Modify  indexing  of  deferred  survivors'  benefits  

(^) 

{^) 

(2) 

{') 

{') 

(') 

(^) 

Raise  disabled  widow(er)'s  benefits  to  71.5  percent  of  PIA  ... 

-.2 

-.2 

-.2 

-.2 

-.3 

-.3 

-1.4 

Pay  divorced  spouses  whether  or  not  worker  has  retired   

{^) 

{') 

{^) 

(') 

(^) 

{') 

-.1 

Replace  90-percent  factor  in  benefit  formula  with  variable 

percentage,  for  individuals  receiving  pensions  from  cov- 

ered employment  

{') 

(') 

.1 

.1 

.3 

Raise  delayed  retirement  credit,  beginning  in  1990. 
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TABLE  l.-ESTIMATED  CHANGES  IN  OASDI  TAX  INCOME  OR  BENEFIT  OUTGO  UNDER  S.  1  AS 
REPORTED  BY  THE  SENATE  FINANCE  COMMIHEE,  BASED  ON  1983  ALTERNATIVE  ll-B  ASSUMP- 
TIONS—Continued 

[In  billions  of  dollars] 

Calendar  year- 


Provision  Total, 
1983      1984      1985     1986     1987      1988     1989  1983- 


Provide  up  to  2  child-care  drop  out  years   (2)     -.1     -.1     -.2    -.4    -.5  -1.3 

All  other  miscellaneous  and  technical  changes   (2)     (2)     (2)     {^)     (2)     {^)  -.1 

Total  for  all  changes   22.3     19.9     13.8     15.1     17.9    35.6    40.8  165.5 

1  Net  additional  taxes  of  less  than  $50  million. 

2  Additional  benefits  of  less  than  $50  million. 

3  Reduction  in  benefits  of  less  than  $50  million. 

Note:  Estimates  shown  for  each  provision  include  the  effects  of  interaction  with  all  preceding  provisions.  Totals  do  not  always  equal  the  sum  of 
components  due  to  rounding.  Positive  figures  represent  additional  income  or  reductions  in  benefits.  Negative  figures  represent  reductions  in  income  or 
increases  in  benefits. 

Source:  Social  Security  Administration,  Office  of  the  Actuary,  March  11,  1983. 

PRELIMINARY  ESTIMATED  LONG-RANGE  OASDI  COST  EFFECT  OF  S.  1  AS  REPORTED  BY  THE  SENATE 

FINANCE  COMMITTEE 


Provision 


Effect  as  percent  of  payroll 
OASI  Dl  OASDI 


Present  law: 

Average  cost  rate   13.04        1.34  14.38 


Average  tax  rate.. 
Actuarial  balance . 


Changes  relating  to  both  long-range  and  short-range  financing: 

Cover  new  Federal  employees  

Cover  all  nonprofit  employees  

Prohibit  State  and  local  termination  

Delay  benefit  increases  6  months  

Stabilize  trust  fund  ratio  

Eliminate  "windfall"  benefits  

Raise  delayed  retirement  credits  

Tax  Vz  of  benefits  

Accelerate  tax  rate  increase  

Increase  tax  rate  on  self-employment  

Change  Dl  rate  allocation  

Continue  benefits  on  remarriage  

Pay  divorced  spouse  of  nonretired  

Modify  indexing  of  survivor's  benefits  

Raise  disabled  widow's  benefits  

Modify  military  credits  financing  

Credit  unnegotiated  checks  

Tax  certain  salary  reduction  plans  

Limit  benefits  to  nonresident  aliens  

Eliminate  benefits  to  incarcerated  felons  


Subtotal  for  the  effect  of  the  above  provisions  2. 
Remaining  deficit  after  the  above  provisions  


Additional  changes  relating  primarily  to  long-range  financing: 

Modify  benefit  formula  after  this  century  

Raise  normal  retirement  age  to  66  

Eliminate  earnings  test  at  age  65  

Add  up  to  2  child  care  dropout  years  


Total  effect  of  all  of  the  provisions 


10.13 

2.17 

12.29 

-2.92 

+  .83 

-2.09 

+  .26 

+  .02 

+  .28 

+  .09 

+  .01 

+  .10 

+.06 

+  .00 

+  .06 

+  .28 

+  .03 

+  .30 

+  .05 

+  .00 

+  .05 

-.10 

-.10 

+  .57 

+.05 

+  .62 

+  .03 

+  .03 

+  .17 

+  .02 

+.19 

+  .90 

-.90 

-.00 

-.00 

-.00 

-.01 

-.00 

-.01 

-.05 

-.05 

-.01 

-.01 

+  .01 

+  .00 

+.01 

+  .00 

+.00 

+.00 

+  .03 

+  .00 

+.03 

+  .01 

+  .00 

+.01 

+  .00 

+.00 

+  .00 

+  2.22 

-.78, 

+  1.44 

-.70 

+  .05 

-.65 

+  .39 

+  .04 

+  .43 

+  .48 

-.08 

-.40 

-.05 

-.05 

-.03 

-.00 

-.04 

+  2.99 

-.82 

+  2.17 

PRELIMINARY  ESTIMATED  LONG-RANGE  OASDI  COST  EFFECT  OF  S.  1  AS  REPORTED  BY  THE  SENATE 
FINANCE  COMMIHEE— Continued 


Effect  as  percent  of  payroll 

Provision   

OASI  Dl  OASDI 


After  committee  bill: 

Actuarial  balance   +.07  +.01  +0.8 

Average  income   11.61  1.31  12.92 

Average  cost  rate   11.54  1.30  12.84 


1  The  values  for  each  of  these  individual  provisions  represent  the  effect  over  present  law  and  do  not  take  into  account  interaction  with  other 
provisions. 

2  The  values  in  the  subtotal  take  into  account  the  estimate  interactions  among  the  provisions. 

3  The  values  for  each  of  these  provisions  take  into  account  interaction  with  the  provisions  included  in  the  subtotal. 
*  The  values  for  the  total  effect  of  S.  1  take  into  account  interactions  among  all  of  the  provisions  of  the  bill. 

Note:  The  above  estimates  are  based  on  the  1983  Trustees  Report  Alternative  ll-B  assumptions.  Individual  estimates  may  not  add  to  totals  due 
to  rounding  and/or  interaction  among  proposals. 

Source:  Office  of  the  Actuary.  March  11,  1983. 


Summary  of  Social  Security  (OASDI)  Provisions 
Coverage  of  newly  hired  Federal  employees 

Extend  social  security  coverage  to  all  Federal  civilian  employees 
hired  after  1983  (unless  their  break  in  Federal  service  has  been  for 
one  year  less),  and  to  all  current  members  of  Congress,  the  Presi- 
dent, Vice  President,  the  Social  Security  Commissioner,  and  to  cur- 
rent Congressional  staff  not  already  covered  under  a  Federal  staff 
retirement  system,  as  of  January  1,  1984.  Also,  states  that  "Noth- 
ing in  this  Act  shall  reduce  the  accrued  entitlements  to  future 
benefits  under  the  Federal  retirement  system  of  current  and  re- 
tired Federal  employees  and  their  families." 

Coverage  of  nonprofit  employees 

Extend  social  security  coverage  on  a  mandatory  basis  to  all  em- 
ployees of  nonprofit  organizations,  effective  January  1,  1984. 

Prohibit  withdrawl  of  State  and  local  employees 

Prohibit  State  and  local  governments  from  terminating  coverage 
for  their  employees.  Pending  terminations  would  be  invalid,  effec- 
tive on  enactment.  In  addition,  provide  an  opportunity  for  State 
and  local  governments  which  have  withdrawn  from  the  social  secu- 
rity system  to  voluntarily  rejoin.  Once  having  rejoined,  the  govern- 
mental entity  would  be  precluded  from  terminating  coverage. 

Tax  exemption  for  the  Amish 

Extend  the  social  security  tax  exemption  now  applicable  to  the 
self-employed  Amish  to  the  Amish  who  are  employees  of  the 
Amish. 

Delay  cost-of-living  adjustment  to  a  calendar  year  basis 

Provide  the  automatic  cost-of-living  adjustment  of  social  security 
benefits  on  a  calendar  year  basis.  Beginning  in  1983,  the  COLA  for 
OASDI  benefits  would  be  applied  to  the  December  benefit,  which  is 
payable  at  the  beginning  of  January.  For  1983,  the  COLA  would  be 
calculated  as  under  current  law  (i.e.,  the  change  in  the  CPI  for  the 
third  quarter  of  a  year  over  the  CPI  for  the  third  quarter  of  the 
previous  year).  This  would  ensure  that  the  lag  between  the  end  of 
the  period  over  which  the  COLA  is  measured  and  the  time  the 
COLA  is  actually  applied  to  benefits  remains  3  months.  For  1983 
only,  the  COLA  would  be  given  even  if  it  is  less  than  3  percent. 
The  SMI  (Supplemental  Medical  Insurance)  premium  increase 
would  also  be  delayed. 

Eliminate  '^windfaW  benefits 

Reduce  (but  not  eliminate)  social  security  benefits  for  retired  and 
disabled  workers  who  first  become  eligible  for  a  pension  based  on 

(5) 
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non-covered  employment  after  1983.  For  such  workers,  the  heavily 
weighted  90  percent  factor  in  the  benefit  formula  would  be  re- 
placed by  a  factor  of  32  percent,  phased  in  over  a  five  year  period. 
Social  security  benefits  would  in  no  case  be  reduced  by  more  than 
one-third  of  the  portion  of  the  worker's  pension  based  on  service 
which  was  non-covered  employment.  Also,  the  percentage  reduction 
in  the  benefit  formula  would  be  limited  to  no  more  than  10  per- 
centage points  for  each  year  coverage  falls  shorts  of  30  years.  Sur- 
vivor benefits  would  not  be  affected  by  this  provision. 

Benefits  for  divorced  or  disabled  widows  or  widowers  who  remarry 

Allow  benefits  to  continue  to  be  paid  to  certain  beneficiaries 
upon  remarriage  if  that  marriage  takes  place  after  the  age  of  first 
eligibility.  Benefits  would  be  payable  to:  disabled  widow(er)s  and 
disabled  surviving  divorced  spouses  who  remarry  after  age  50,  and 
to  surviving  divorced  spouses  who  remarry  after  60.  No  change 
would  be  made  in  the  current  dual  entitlement  provision  of  the  law 
which  allows  only  the  highest  benefit  to  which  an  individual  is  eli- 
gible to  be  drawn. 

Changes  in  indexing  for  deferred  survivor  benefits 

Provide  that  deferred  widow  and  widower  benefits  would  contin- 
ue to  be  based  on  earnings  indexed  to  wages  as  under  present  law, 
however,  this  wage  indexing  would  continue  after  the  death  of  the 
worker.  Such  wage  indexing  would  apply  through  the  year  the 
worker  would  have  reached  age  60,  or  two  years  before  the  survi- 
vor becomes  eligible  for  aged  or  disabled  widow's  (or  widower's) 
benefits,  whichever  is  earlier. 

Independent  eligibility  for  divorced  spouses 

Allow  divorced  spouses  (who  have  been  divorced  for  a  significant 
period)  to  draw  benefits  at  age  62  if  the  former  spouse  is  eligible 
for  retirement  benefits,  whether  or  not  the  former  spouse  has 
claimed  these  benefits  or  has  had  them  suspended  because  of  sub- 
stantial employment. 

Increase  benefits  for  disabled  widows  and  widowers 

Increase  benefits  for  disabled  widow(er)s  age  50-59  to  71.5  per- 
cent of  the  primary  insurance  amount,  the  amount  to  which 
widow(er)s  are  entitled  at  age  60. 

Adjustment  of  cost-of-living  increase  when  trust  fund  ratio  falls 
below  20  percent 

Modify  the  cost-of-living  adjustment  formula  during  periods 
when  trust  fund  reserves  are  low  in  order  to  help  stabilize  reserves. 
Beginning  with  1988,  if  the  OASDI  trust  fund  ratio  (reserves  as  a 
percentage  of  outgo)  as  of  the  beginning  of  a  year  is  less  than  20 
percent,  the  adjustment  of  OASDI  benefits  would  be  based  on  the 
lower  of  the  increase  in  the  CPI  or  average  wages.  When  the  bal- 
ance in  the  trust  funds  has  risen  to  at  least  32  percent  of  estimated 
annual  outlays,  "catch-up"  payments  would  be  made  beginning  the 
following  year.  This  would  not  apply  to  the  COLA  for  the  Supple- 
mental Security  Income  (SSI)  program. 
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Increase  delayed  retirement  credit 

Gradually  increase,  between  1990  and  2010,  the  delayed  retire- 
ment credit  from  3  percent  to  8  percent  per  year. 

Increase  social  security  retirement  age 

Gradually  raise  the  social  security  retirement  age  to  66  by  the 
year  2012,  beginning  with  those  who  attain  age  62  in  2000.  Early- 
retirement  benefits  would  continue  to  be  available  at  age  62  for 
workers  and  spouses  and  at  age  60  for  widows  and  widowers,  but 
the  actuarial  reduction  factors  would  be  larger. 

Long-range  benefit  change 

For  workers  first  becoming  eligible  for  benefits  in  2000,  reduce 
initial  benefit  levels  by  about  5  percent  by  decreasing  the  percent- 
age factors  in  the  benefit  formula  by  two-thirds  of  one  percent  each 
year  for  8  years. 

Elimination  of  retirement  earnings  test 

Gradually  phase  out,  between  1990  and  1994,  the  retirement 
earnings  test  for  people  65  and  older.  The  exempt  amount  of  earn- 
ings would  be  increased  by  $3,000  in  1990  and  in  each  of  the  next 
four  years,  with  the  earnings  test  (for  people  65  and  older)  com- 
pletely eliminated  in  1995. 

Child-care  dropout  years: 

Allow  two  years  to  be  dropped  out  of  the  formula  for  computing 
social  security  benefits  for  persons  who  leave  the  workforce  to  care 
for  children  under  age  3  at  home.  Presently,  the  worker's  five 
lowest  years  of  earnings  are  dropped  in  the  computation  of  the 
worker's  earnings  history.  To  qualify  for  an  additional  childcare 
dropout  year,  a  person  can  not  have  any  earnings  during  the  year. 

Prisoners  benefits 

Eliminate  all  benefits  to  felons  during  their  period  of  incarcer- 
ation. Benefits  of  dependents  and  survivors  of  incarcerated  felons 
would  not  be  affected. 

Limitation  on  benefits  to  aliens 

In  the  future,  eliminate  benefits  to  alien  workers,  their  depend- 
ents and  survivors  who  reside  abroad.  As  a  result,  no  benefits 
would  be  paid  to  alien  dependents  of  alien  workers  who  were  ac- 
quired (through  marriage,  birth  or  adoption)  while  outside  the 
United  States.  However,  benefits  would  be  paid  under  the  following 
conditions: 

(1)  the  worker  is  the  citizen  of  a  country  with  which  the 
United  States  has  a  treaty  or  totalization  agreement  which 
provides  for  reciprocity  of  social  security  coverage;  and 

(2)  benefits  would  continue  until  total  benefits  (excluding 
any  withheld  taxes)  paid  to  the  wage  earner  and  dependents 
equal  taxes  paid  by  the  wage  earner  plus  interest. 
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Fail-safe 

To  ensure  the  timely  payment  of  social  security  benefits  during 
periods  when  OASDI  trust  fund  reserves  are  less  than  20  percent  of 
annual  outgo  and  are  also  projected  to  decline,  the  Committee 
agreed  to  require  the  Secretary  of  Health  and  Human  Services  to 
reduce  the  COLA  to  the  extent  necessary  to  prevent  a  decline  in 
reserves.  The  Secretary  will  first  reduce  (or  withhold)  increases  for 
people  with  benefits  which  are  based  on  a  primary  insurance 
amount  above  $250  (monthly  amount).  If  necessary,  however, 
people  with  benefits  at  or  below  that  level  may  also  have  their  in- 
creases reduced.  At  a  maximum,  there  would  be  no  benefit  increase 
for  anyone.  The  Secretary  would  have  to  notify  Congress  by  July  1 
of  each  year  in  which  he  finds  that  action  to  limit  the  next  COLA 
would  be  required,  thereby  giving  Congress  time  to  enact  an  alter- 
native solution  to  the  potential  funding  problem.  The  provision 
would  apply  only  after  the  use  of  all  other  provisions,  such  as  in- 
terfund  borrowing,  which  are  designed  to  ensure  adequate  trust 
fund  balances. 

Taxation  of  social  security  benefits  for  higher  income  persons 

Subject  social  security  and  tier  one  railroad  retirement  benefits 
to  income  tax  based  on  thresholds  of  $25,000  for  single  taxpayers, 
$32,000  for  married  taxpayers  filing  joint  returns,  and  $0  for  mar- 
ried taxpayers  filing  separate  returns.  To  determine  whether  the 
taxpayer's  income  exceeds  these  thresholds,  one-half  of  social  secu- 
rity benefits  and  all  tax-free  income  would  be  added  to  adjusted 
gross  income  and  tax-exempt  interest.  For  taxpayers  over  the 
threshold,  the  lesser  of  one-half  of  social  security  benefits  or  one- 
half  of  the  excess  combined  income  over  the  threshold  amount 
would  be  subject  to  income  tax. 

Beginning  in  1984  the  Secretary  of  the  Treasury  would  be  re- 
quired to  transfer  to  the  appropriate  trust  funds,  on  at  least  a 
quarterly  basis,  the  revenues  estimated  (on  the  basis  of  tax  liability 
to  be  generated  from  this  provision  for  that  quarter. 

Acceleration  of  increase  in  FICA  taxes;  1984  employee  FICA  tax 

Revise  the  OASDI  tax  schedule  so  that  the  1985  rate  would  be 
moved  to  1984,  the  1985-87  rate  would  remain  as  scheduled  under 
present  law,  part  of  the  1990  rate  would  be  moved  to  1988,  and  the 
rate  for  1990  and  after  would  remain  unchanged.  The  HI  tax  rates 
for  all  years  would  remain  unchanged.  For  1984,  a  refundable  tax 
credit  would  be  provided  in  the  amount  of  the  increase  in  the  em- 
ployee taxes  over  what  would  have  been  payable  under  present 
law:  0.3  percent  of  taxable  wages. 

The  1984  refundable  tax  credit  would  be  allowed  against  1984 
employee  FICA  and  Tier  One  Railroad  Retirement  taxes  rather 
than  against  income  tax. 

Self-employment  taxes;  tax  credit  against  self-employment  tax 

Make  the  self-employed  OASDI  tax  rate  equal  to  the  combined 
employer-employee  rate,  beginning  in  1984,  as  those  rates  are  re- 
scheduled. In  addition,  the  HI  tax  for  the  self-employed  would  be 
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doubled  to  make  it  equivalent  to  the  combined  employer-employee 
rate.  A  credit  against  self-employment  taxes  would  be  provided. 

Reallocation  of  OASDI  tax  rate 

Reallocate  the  OASDI  tax  so  that  both  the  OASI  and  the  DI  trust 
funds  will  have  about  the  same  reserve  ratios  (i.e.,  reserves  at  the 
beginning  of  the  year  as  a  percentage  of  outgo  during  the  year). 

Interfund  borrowing  extension 

Authorize,  through  1987,  interfund  borrowing  between  the  OASI, 
DI  and  HI  trust  funds,  protections  provided  for  each  trust  fund. 

Credit  amounts  of  unnegotiated  checks  to  the  trust  funds 

Provide  for  a  lump  sum  payment  to  the  OASDI  trust  fund  from 
the  General  Fund  representing  the  amount  of  uncashed  benefit 
checks  which  have  been  issued  in  the  past.  In  addition,  require 
credit  the  trust  funds  on  a  regular  basis  with  an  amount  equal  to 
the  value  of  all  OASDI  benefit  checks  which  have  not  been  negoti- 
ated for  a  period  of  twelve  months. 

Military  wage  credits 

Credit  the  OASDI  trust  fund,  in  a  lump  sum,  with  an  amount 
equal  to  the  estimated  additional  cost  of  providing  future  benefits 
based  on  pre-1957  military  wage  credits.  In  addition,  the  OASDHI 
trust  funds  would  be  credited  with  a  lump  sum  payment  equaling 
the  taxes  that  would  have  been  collected  and  the  interest  that 
would  have  been  earned  if  the  credits  for  service  after  1956  and 
before  1983  had  been  taxed  as  they  were  earned,  less  the  reim- 
bursements already  received.  Beginning  in  1983,  a  general  fund  ap- 
propriation would  reimburse  the  trust  funds  on  a  current  basis  for 
the  employer-employee  taxes  (OASDHI)  on  additional  military 
wage  credits  given  for  non-cash  compensation. 

Trust  fund  investment  procedure 

Provide  for  reinvesting  all  trust  fund  assets  each  month  at  a  rate 
of  interest  based  on  the  average  market  rate  on  all  public-debt  obli- 
gations currently  held  by  Treasury  with  a  duration  of  four  or  more 
years  until  maturity. 

Public  members  on  board  of  trustees 

Add  two  public  members  to  the  Board  of  Trustees  of  the  OASDI, 
HI,  and  SMI  trust  funds.  The  public  members  would  be  nominated 
by  the  President  and  confirmed  by  the  Senate.  The  two  public 
members  could  not  be  from  the  same  political  party.  Public  mem- 
bers shall  not  be  considered  fiduciaries  and  shall  not  be  personally 
liable  for  any  actions  taken  in  such  capacity  with  respect  to  the 
trust  funds. 

Accelerate  State  and  local  deposits 

Apply  the  same  social  security  tax  deposit  requirements  to  State 
and  local  governments  that  presently  apply  to  private  employers. 
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Triggered  normalization  of  tax  transfers 

When,  at  the  start  of  any  month,  the  Secretary  of  the  Treasury 
determines  that  the  reserves  of  the  OASDI  trust  funds  are  inad- 
equate to  meet  1^2  months  of  benefits,  the  Secretary  would  be  re- 
quired to  credit  the  trust  funds  on  the  first  day  of  the  next  month 
with  the  full  payroll  tax  revenues  estimated  for  the  month.  Inter- 
est would  be  paid  to  the  General  Treasury. 

Social  security  wage  base 

Expand  the  social  security  wage  base  to  include  certain  deferred 
compensation. 

Summary  of  Supplemental  Security  Income  SSI  Provisions 
Delay  the  SSI  COLA  and  increase  the  SSI  disregard 

Delay  the  annual  cost-of-living  adjustment  (COLA)  for  SSI  pay- 
ments from  July  to  January,  beginning  with  the  July  1983  benefit 
increase,  thereby  maintaining  the  link  between  the  COLA  for  SSI 
and  OASDI.  In  addition,  increase  the  SSI  payment  standard  appli- 
cable to  all  individuals  by  $20  ($30.00  for  a  couple)  per  month,  ef- 
fective July  1983.  To  help  protect  the  States  from  increased  costs 
resulting  from  this  provision,  expand  current  law  to  allow  States  to 
meet  the  "pass  through"  requirement  for  1983  if  they  pass  through 
the  equivalent  of  the  COLA  that  would  have  occured  under  current 
law  rather  than  the  proposed  monthly  payment  increase. 

SSI  alert 

Require  the  Secretary  of  Health  and  Human  Services  to  notify 
elderly  OASDI  recipients  of  the  availability  of  SSI  and  to  encour- 
age those  potentially  eligible  to  contact  their  district  offices. 


TITLE  I  OF  THE  BILL 


A.  Provisions  Related  to  Old-Age,  Survivors  and  Disability 

Insurance 

coverage  of  newly  hired  federal  employees 
(Section  101  of  the  Bill) 

Present  law 

Approximately  91  percent  of  the  Nation's  workers  are  covered  by 
social  security.  Federal  civilian  employees  are  the  only  major  group 
excluded  from  coverage  under  the  social  security  (OASDI)  system. 
Those  excluded  (93  percent,  or  about  2.6  million  out  of  2.8  million 
employees)  are  generally  covered  by  a  Federal  staff  retirement 
system,  engaged  in  temporary  employment,  or  are  members  of  Con- 
gress. (Beginning  in  1983,  nearly  all  Federal  employees  are  covered 
under  Medicare.) 

Committee  amendment 

The  Committee  amendment  would,  effective  January  1,  1984, 
extend  social  security  coverage  to  all  Federal  civilian  employees 
hired  after  1983  (unless  their  break  in  Federal  service  has  been  one 
year  or  less),  and  to  all  current  members  of  Congress,  the  Presi- 
dent, Vice  President,  the  Social  Security  Commissioner,  and  to  cur- 
rent Congressional  staff  not  already  covered  under  a  Federal  staff 
retirement  system. 

This  amendment  is  similar  to  the  recommendation  of  the  Nation- 
al Commission  on  Social  Security  Reform  to  extend  coverage  to  all 
Federal  employees  hired  after  1983. 

The  Committee  amendment  also  states  that  "Nothing  in  this  Act 
shall  reduce  the  accrued  entitlement  to  future  benefits  under  the 
Federal  retirement  system  of  current  and  retired  Federal  employ- 
ees and  their  families." 

Effective  date. — January  1,  1984. 


(11) 


12 

REVENUE  GAIN 

[in  billions,  calendar  years] 


1984          1985          1986  1987 

1988 

1989  1983-89 

Short-range                                    $0.2        $0.7        $1.2  $1.8 

Long-range:  0.28  percent  of  taxable  pay- 
roll. 

$2.4 

$3.1  $9.3 

Coverage  of  Nonprofit  Employees 
(Section  102  of  the  Bill) 

Present  law — Work  performed  for  a  nonprofit  tax-exempt  organi- 
zation (specified  in  section  501(c)(3)  of  the  Internal  Revenue  Code  of 
1954)  is  excluded  from  social  security  coverage  unless  the  organiza- 
tion files  a  certificate  with  the  Internal  Revenue  Service  waiving 
its  exemption  from  social  security  taxes.  Nonprofit  organizations 
may  terminate  coverage  upon  giving  2  years  advance  notice,  pro- 
viding coverage  has  been  in  effect  for  8  years  or  more.  Once  cover- 
age has  been  terminated,  the  organization  cannot  again  cover  its 
employees.  About  4.3  million  employees  of  nonprofit  organizations 
(about  80  percent)  are  covered. 

Committee  amendment — The  Committee  amendment  would 
extend  social  security  coverage  on  a  mandatory  basis  to  all  employ- 
ees of  nonprofit  organizations. 

This  amendment  is  the  same  as  the  recommendation  of  the  Na- 
tional Commission  on  Social  Security  Reform. 

Effective  date — January  1,  1984. 

OASDI  REVENUE  GAIN 


[in  billions,  calendar  years] 


1984         1985  1986 

1986         1987         1988  1983-89 

Short-range  

$1.3         $1.5  $1.8 

$2.1         $2.6        $3.1  $12.5 

Long-range:  .10  percent  of  taxable  pay- 

roll. 

PROHIBIT  WITHDRAWAL  OF  STATE  AND  LOCAL  EMPLOYEES 

(Section  103  of  the  Bill) 

Present  law 

Employees  of  State  and  local  governments  may  be  covered  under 
social  security  at  the  option  of  the  State  and  in  agreement  with  the 
Secretary  of  Health  and  Human  Services.  Coverage  may  be  termi- 
nated if  the  State  gives  2  years  written  notice  of  such  intent,  pro- 
vided that  the  State  or  local  group  has  been  covered  for  at  least  5 
years.  Once  coverage  is  terminated,  the  group  can  never  again  be 
covered  under  social  security. 
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Committee  Amendment 

The  Committee  amendment  would  prohibit  State  and  local  gov- 
ernments from  terminating  coverage  for  their  employees.  Pending 
terminations  would  be  invalid,  effective  on  enactment.  In  addition, 
the  amendment  would  provide  an  opportunity  for  State  and  local 
governments  which  have  withdrawn  from  the  social  security 
system  to  voluntarily  rejoin.  Once  having  rejoined,  the  governmen- 
tal entity  would  be  precluded  from  terminating  coverage. 

This  amendment  is  similar  to  the  recommendation  of  National 
Commission  on  Social  Security  Reform. 

Effective  date. — On  enactment. 


OASDI  REVENUE  GAIN 

[In  billions,  calendar  years] 


1984         1985         1986  1987 

1988 

1989  1983-89 

Short-range                                   $0.1        $0.2        $0.4  $0.6 

Long-range:  .06  percent  of  taxable  pay- 
roll. 

$0.8 

$1.1  $3.2 

Exclusion  from  social  security  coverage  for  services  performed  by 
members  of  certain  religious  sects  (sec.  104  of  the  bill  and  sec.  3121 
of  the  Code) 


PRESENT  LAW 

In  general,  social  security  (FICA)  tax  is  imposed  on  every  individ- 
ual who  receives  wages  with  respect  to  employment.  In  addition, 
social  security  tax  is  imposed  on  employers  who  pay  wages  with  re- 
spect to  employment.  There  is  no  exemption,  under  present  law,  for 
employers  or  employees  who  are  members  of  religious  sects  that 
oppose  the  social  security  system.  However,  present  law  does  pro- 
vide an  exemption  from  self-employment  tax  (SECA)  for  members 
of  religious  sects  that  are  conscientiously  opposed  to  the  acceptance 
of  private  or  public  insurance  and  which  make  provision  for  the 
care  of  their  dependent  members. 

REASON  FOR  CHANGE 

The  committee  believes  that  employers  and  employees  who  are 
members  of  the  Amish  sect,  or  other  religious  sects  that  oppose 
participation  in  the  social  security  system,  should  be  treated  the 
same  as  self-employed  members  of  those  sects.  That  is  neither 
Amish  employers  nor  Amish  employees  should  be  required  to  pay 
social  security  taxes.  This  provision  is  necessary  because,  due  to 
economic  conditions,  many  Amish  members  cannot  affoijd  their 
own  farms,  but,  rather,  must  work  for  other  Amish  farmers. 

EXPLANATION  OF  PROVISION 

The  provision  will  exempt  from  social  security  tax  wages  paid  by 
individuals  who  are  exempt  from  self-employment  taxes  because  of 
their  religious  beliefs  to  individuals  who  are  members  of  religious 
sects  that  conscientiously  oppose  the  acceptance  of  private  or 
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public  insurance  and  which  make  provisions  for  the  care  of  their 
dependent  members.  This  exemption  applies  both  to  the  employer 
and  employee  portion  of  social  security  tax. 

The  exemption  applies  only  in  the  case  of  religious  sects  that 
have  been  in  existence  at  all  times  since  December  31,  1950. 

EFFECTIVE  DATE 

The  provision  applies  to  remuneration  paid  after  December  31, 
1983. 

DELAY  COST-OF-LIVING  ADJUSTMENT  TO  A  CALENDAR  YEAR  BASIS 

(Section  111  of  the  Bill) 

Present  law 

The  automatic  cost-of-living  adjustment  (COLA)  of  social  security 
benefits  is  applicable  to  June  benefits  (payable  early  in  July).  The 
amount  of  the  increase  is  equal  to  percentage  by  which  the  Con- 
sumer Price  Index  (for  Urban  Wage  Earners  and  Clerical  Workers, 
CPI-W)  for  the  first  quarter  of  the  calendar  year  has  increased 
over  the  CPI  for  the  first  quarter  of  the  previous  calendar  year.  No 
COLA  is  paid  unless  the  increase  in  the  CPI  is  at  least  3  percent. 
By  law,  cost-of-living  adjustments  in  the  SSI  program  are  made  at 
the  same  time,  and  in  the  same  amount  as  the  social  security  cost- 
of-living  adjustment. 

Committee  amendment 

The  Committee  amendment  would  shift  the  automatic  cost-of- 
living  adjustment  of  social  secur^tv  benefits  to  a  calendar  year 
basis.  Beginning  in  1983,  the  COi^^  for  OASDI  benefits  would  be 
applied  to  the  December  benefit,  which  is  payable  at  the  beginning 
of  January.  For  1983,  the  COLA  would  be  calculated  as  under  cur- 
rent law  (i.e.,  the  change  in  the  CPI  for  the  first  quarter  of  1983 
over  the  CPI  for  the  first  quarter  of  1982).  Beginning  with  the 
COLA  for  1984,  the  adjustment  would  be  computed  by  comparing 
the  increase  in  the  CPI  for  the  third  quarter  of  a  year  over  the  CPI 
for  the  third  quarter  of  the  previous  year.  This  would  ensure  that 
the  lag  between  the  end  of  the  period  over  which  the  COLA  is 
measured  and  the  time  the  COLA  is  actually  applied  to  benefits  re- 
mains 3  months.  This  is  the  same  proposal  recommended  by  the 
National  Commission  on  Social  Security  Reform. 

In  addition,  the  Committee  amendment  would,  for  1983  only,  pro- 
vide the  COLA  even  if  it  is  less  than  3  percent.  The  SMI  (Supple- 
mental Medical  Insurance)  premium  increase  would  also  be  shifted 
to  a  calendar  year  basis. 

Under  the  Committee  amendment,  the  SSI  COLA  would  also  be 
shifted  to  a  calendar  year  basis  and  would  be  measured  in  the 
same  way  as  for  OASDI  purposes. 

Effective  date. — For  cost  of  living  adjustment  otherwise  payable 
in  July  1983  checks. 
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OASDI  SAVINGS 


[In  billions,  calendar  years] 


1983      1984      1985      1986  1987 

1988 

1989 

1983-89 

Short  range  

Long  range:  .30  percent  of  taxable  Dayroll. 

  $3.2     $5.2     $5.4     $5.5  $6.2 

$6.7 

$7.3 

$39.4 

SST  COSTS  (CBO  ESTIMATES) 

[In  millions,  fiscal  years] 

1983       1984  1985 

1986 

198/ 

1988 

Costs  

  -$100  -$130  -$170 

-$170 

-$175 

-$210 

ELIMINATE    WINDFALL"  BENEFITS 

(Section  112  of  the  Bill) 

Present  law 

Social  security  benefits  for  workers  with  low  average  earnings 
are  a  relatively  high  proportion  (up  to  90  percent)  of  their  average 
earnings  under  social  security.  No  distinction  is  currently  made  be- 
tween persons  who  have  a  lifetime  of  low  earnings  and  those  who 
have  low  average  earnings  only  because  they  worked  few  years  in 
covered  employment  (possibly  at  high  wages)  and  many  years  in 
employment  not  covered  by  social  security.  Both  groups  receive  the 
heavily  weighted  social  security  benefit  intended  for  the  first 
group.  The  heavily  weighted  benefit  paid  to  the  second  group  is 
often  referred  to  as  a  "windfall". 

The  present  law  benefit  formula  for  persons  who  reach  age  62  or 
who  become  disabled  before  age  62  in  1983  is:  90  percent  of  the  first 
$254  of  average  indexed  monthly  earnings  in  covered  employment 
(AIME),  plus  32  percent  of  AIME  over  $254  and  up  to  $1,528,  plus 
15  percent  of  AIME  in  excess  of  $1,528. 

Committee  amendment 

The  Committee  amendment  would  reduce  (but  not  eliminate) 
social  security  benefits  for  retired  and  disabled  workers  who  first 
become  eligible  for  a  pension  based  on  non-covered  employment 
after  1983.  For  such  workers  who  do  not  have  a  long  record  of  sub- 
stantial work  under  social  security,  the  heavily  weighted  90  per- 
cent factor  in  the  benefit  formula  would  be  replaced  by  a  factor  of 
32  percent,  phased  in  over  a  five  year  period  as  follows: 

Benefit  factor 


Year  of  first  eligibility  under  OASDI:  Percent 

1984   78.4 

1985   66.8 

1986   55.2 

1987   43.6 

1988  and  after   32.0 


To  moderate  the  impact  of  this  provision  on  people  with  small 
pensions  from  non-covered  employment,  social  security  benefits 
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could  in  no  case  be  reduced  by  more  than  one-third  of  the  portion 
of  the  worker's  pension  based  on  service  which  was  non-covered 
employment.  The  offset  would  not  apply  to  persons  with  pensions 
based  on  one  year  or  less  of  non-covered  employment. 

In  addition,  the  Committee  amendment  exempts  from  any  reduc- 
tion under  this  provision  those  individuals  who  have  a  long  history 
of  substantial  work  under  the  social  security  program.  People  who 
have  thirty  or  more  years  of  covered  employment  in  which  they 
paid  social  security  taxes  on  at  least  25  percent  of  the  maximum 
taxable  earnings  would  have  their  benefits  computed  under  the 
regular  provisions  without  any  reduction  under  the  windfall  provi- 
sion. People  with  less  than  30  but  more  than  24  years  of  substan- 
tial social  security  employment  would  have  the  windfall  reduction 
applied  on  a  phased  in  basis  under  which  the  first  factor  in  the 
benefit  formula  would  be  reduced  by  10  percentage  points  for  each 
year  below  thirty  years  of  covered  employment.  This  would  not 
reduce  benefits  by  more  than  the  regular  windfall  provision  howev- 
er. (A  year  of  substantial  employment  is  a  year  in  which  covered 
earnings  were  at  least  25  percent  of  the  wage  base.  For  years  after 
1977,  the  base  used  would  be  the  1977  base  with  adjustments  for 
increased  earnings  after  that  date.) 

Survivor  benefits  would  not  be  affected  by  this  provision. 

The  National  Commission  on  Social  Security  Reform  recommend- 
ed modifying  the  social  security  benefit  formula  so  as  to  eliminate 
windfall  benefits  received  by  workers  who  in  the  future  receive 
social  security  as  well  as  pensions  from  non-covered  employment. 
(No  specific  formula  was  recommended.) 

Effective  date. — January  1,  1984,  for  retired  or  disabled  workers 
who  first  become  eligible  for  a  non-covered  pension  after  1983. 


OASDI  SAVINGS 

[In  billions,  calendar  years] 

1984      1985     1986     1987     1988     1989  1984-89 

Short  range  

  (M      {')      {')      {')     $0.1     $0.1  $0.3 

Long  range  .05  percent  of  taxable  payroll. 

'  Less  than  $50  million. 

BENEFITS  FOR  DIVORCED  OR  DISABLED  WIDOWERS  OR  WIDOWS  WHO 

REMARRY 

(Section  113  of  the  Bill) 

Present  law 

Current  law  permits  the  continuation  of  benefits  for  widows  and 
widowers  who  remarry  after  age  60,  the  age  of  first  eligibility  for 
benefits.  If  the  widow(er)  marries  after  age  60,  he  or  she  receives 
the  benefits  to  which  he  or  she  is  entitled  as  a  wage  earner, 
widow(er)  or  spouse,  whichever  is  larger.  However,  benefits  for  dis- 
abled widow(er)s  and  disabled  surviving  divorced  spouses  (payable 
from  age  50  to  60)  and  for  surviving  divorced  spouses  (payable  at 
age  60)  are  terminated  if  the  individual  remarries. 
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Committee  amendment 

The  Committee  amendment  would  provide  that  benefits  continue 
to  be  paid  to  certain  beneficiaries  upon  remarriage  if  that  marriage 
takes  place  after  the  age  of  first  eligibility.  Benefits  would  be  pay- 
able to:  disabled  widow(er)s  and  disabled  surviving  divorced  spouses 
who  remarry  after  age  50,  and  surviving  divorced  spouses  who  re- 
marry after  60.  No  change  would  be  made  in  the  current  dual  enti- 
tlement provision  of  the  law  which  allows  only  the  highest  benefit 
to  which  an  individual  is  eligible  to  be  drawn.  This  is  comparable 
to  the  present  law  treatment  of  widows  and  widowers. 

This  amendment  is  the  same  as  the  recommendation  of  the  Na- 
tional Commission  on  Social  Security  Reform. 

Effective  date. — For  benefits  payable  for  months  after  December 
1983. 


OASDI  COST 

[In  billions,  calendar  years] 

1984      1985      1986     1987  198: 

8      1989  1984-89 

Short  range  

Long  range:  negligible. 

  (M      (M      (M      (M  ( 

:m   (m  -$o.i 

'  Less  than  $50  million. 


CHANGES  IN  INDEXING  FOR  DEFERRED  SURVIVOR  BENEFITS 

(Section  114  of  the  Bill) 

Present  law 

Survivor  benefits  (for  widows,  widowers,  and  surviving  children) 
are  based  on  the  deceased  worker's  earnings  in  covered  employ- 
ment. Such  earnings  are  indexed  to  reflect  economy-wide  wage  in- 
creases through  the  second  year  before  the  death  of  the  worker.  Be- 
ginning with  the  year  of  death,  benefit  levels  are  indexed  to  price 
changes. 

Should  the  worker  die  long  before  the  spouse  is  eligible  for  bene- 
fits, the  benefit  to  which  the  widowed  spouse  ultimately  becomes 
eligible  (in  old-age  or  at  disability)  is  based  on  outdated  wages. 
Thus,  women  who  become  widowed  at  a  relatively  young  age,  but 
do  not  become  eligible  for  benefits  for  many  years,  are  deprived  of 
their  husband's  unrealized  earnings  as  well  as  the  economy-wide 
wage  increases  that  may  have  occurred  since  the  death  of  their 
husbands. 

Committee  amendment 

The  Committee  amendment  would  provide  that  deferred  widow 
and  widower  benefits  would  continue  to  be  based  on  earnings  in- 
dexed to  wages  as  under  present  law,  however,  this  wage  indexing 
would  continue  after  the  death  of  the  worker.  This  is  the  same  as 
the  recommendation  of  the  National  Commission  on  Social  Secu- 
rity Reform.  In  addition,  the  Committee  amendment  would  specify 
that  such  wage  indexing  would  apply  through  the  year  the  worker 
would  have  reached  age  60,  or  two  years  before  the  survivor  be- 
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comes  eligible  for  aged  or  disabled  widow's  benefits,  whichever  is 
earlier.  In  no  case  would  benefits  be  lower  than  under  present  law. 

Effective  date. — For  persons  becoming  eligible  for  survivors  bene- 
fits after  December  31,  1984. 


OASDI  COST 

[in  billions,  calendar  years] 

1984      1985  19 

86      1987  1988 

1989  1984-89 

Short  range  

Long  range:  -.05  percent  of  taxable  payroll. 

  ( 

(M  {') 

1  Less  than  $50  million. 


INDEPENDENT  ELIGIBILITY  FOR  DIVORCED  SPOUSES 

(Section  115  of  the  Bill) 

Present  law 

A  divorced  spouse,  eligible  for  benefits  at  age  62,  may  not  begin 
to  draw  social  security  benefits  until  the  worker  begins  to  draw 
benefits.  For  some  divorced  women,  this  means  that  they  may  have 
to  wait  several  years  beyond  their  own  retirement  age  (either  be- 
cause their  ex-spouse  delays  retirement  or  otherwise  fails  to  apply 
for  benefits)  before  they  can  begin  to  draw  benefits. 

Committee  amendment 

The  Committee  amendment  would  allow  divorced  spouses  (who 
have  been  divorced  for  a  significant  period)  to  draw  benefits  at  age 
62  if  the  former  spouse  is  eligible  for  retirement  benefits,  whether 
or  not  the  former  spouse  has  claimed  these  benefits  or  has  had 
them  suspended  because  of  substantial  employment.  This  is  the 
same  as  the  recommendation  of  the  National  Commission  on  Social 
Security  Reform.  In  addition,  the  Committee  amendment  would 
specify  that  the  proposal  would  only  apply  to  spouses  who  have 
been  divorced  for  at  least  two  years. 

Effective  Date — For  benefits  payable  for  months  after  December 
1984. 

OASDI  COST 


[In  billions,  calendar  years] 


1984      1985      1986      1987  1988 

1989  1983-89 

Short  range  

  (^)       (M  (M 

-$0.1 

Long  range:  —.01  percent  of  taxable  payroll. 

>  Less  than  $50  million. 
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INCREASE  BENEFITS  FOR  DISABLED  WIDOWS  AND  WIDOWERS 

(Section  116  of  the  Bill) 

Present  law 

Social  Security  benefits  for  widows  and  widowers  are  first  pay- 
able at  age  60.  Benefits  are  payable  in  full  (i.e.,  100  percent  of  the 
worker's  primary  insurance  amount)  at  age  65,  and  at  reduced 
rates  at  ages  60-64  (i.e.,  phasing  up  from  71.5  percent  of  the  pri- 
mary insurance  amount  at  age  60).  Benefits  also  payable  at  re- 
duced rates  to  disasbled  widows  and  widowers  aged  50-59  (i.e., 
phasing  up  from  50  percent  of  the  primary  insurance  amount  at 
age  50). 

Committee  amendment 

The  Committee  amendment  would  increase  benefits  for  disabled 
window(er)s  age  50-59  to  71.5  percent  of  the  primary  insurance 
amount,  the  amount  to  which  widow(er)s  are  entitled  at  age  60. 
The  proposal  would  be  applicable  to  new  beneficiaries  and  to  those 
on  the  rolls  on  the  effective  date  of  the  provision.  This  is  the  same 
as  the  recommendation  of  the  National  Commission  on  Social  Secu- 
rity Reform. 

Effective  date. — For  benefits  payable  for  months  after  December 
1983. 

OASDI  COST 


[In  billions,  calendar  years] 


1984      1985  1986 

1987 

1988      1989  1984-89 

Short  range  

 -$0.2  -$0.2  -$0.2 

-$0.2 

-$0.3  -$0.3  -$1.4 

Long  range:  -.01  percent  of  taxable  payroll. 

ADJUSTMENT  OF  COST-OF-LIVING  INCREASE  WHEN  TRUST  FUND  RATIO 
FALLS  BELOW  20  PERCENT 

(Section  117  of  the  Bill) 

Present  law 

The  automatic  cost-of-living  adjustment  (COLA)  in  social  security 
benefits  is  applicable  to  the  June  benefit,  which  is  payable  at  the 
beginning  of  July,  and  is  based  on  the  increase  in  the  Consumer 
Price  Index.  When  increases  in  prices  outrun  increases  in  wages, 
income  to  the  trust  funds  falls  behind  outgo,  and  cash  flow  prob- 
lems may  result.  There  is  no  mechanism  under  current  law  to 
adjust  trust  fund  outlays  and  revenues  to  take  account  of  such  ad- 
verse economic  fluctuations. 
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Committee  amendment 

The  Committee  amendment  would  modify  the  cost-of-Hving  ad- 
justment formula  during  periods  when  trust  fund  reserves  are  low 
in  order  to  help  stabilize  reserves.  Specifically,  if  the  OASDI  trust 
fund  ratio  (reserves  as  a  percentage  of  outgo)  as  of  the  beginning  of 
a  year  is  less  than  20  percent,  the  adjustment  of  OASDI  benefits 
would  be  based  on  the  lower  of  the  increase  in  the  CPI  or  average 
wages.  Subsequently,  when  the  balance  in  the  trust  funds  has  risen 
to  at  least  32  percent  of  estimated  annual  outlays,  ''catch-up"  bene- 
fit payments  would  be  made  during  the  following  year,  but  only  to 
the  extent  that  sufficient  funds  are  available  over  those  needed  to 
maintain  a  fund  ratio  of  32  percent.  Catch-up  payments  would  sup- 
plement monthly  benefits  otherwise  payable  to  make  up  for  any 
COLA  losses  that  result  from  basing  the  adjustment  on  wages 
rather  than  prices.  This  would  not  apply  to  the  COLA  for  the  Sup- 
plemental Security  Income  (SSI)  program.  This  is  the  same  as  the 
recommendation  of  the  National  Commission  on  Social  Security 
Reform. 

Effective  date. — This  provision  would  first  be  applicable  in  1988. 
Cost/savings. — This  proposal  is  estimated  to  have  no  impact  on 
the  trust  funds  under  1983  Trustees  II-B  assumptions. 

INCREASE  DELAYED  RETIREMENT  CREDIT 

(Section  118  of  the  Bill) 

Present  law 

A  worker  who  delays  retirement  beyond  age  65  (i.e.,  does  not  ac- 
tually receive  social  security  benefits)  is  eligible  for  a  delayed  re- 
tirement credit  (DRC).  The  worker's  benefit  is  increased  for  each 
month  after  age  65  and  prior  to  age  72  for  which  benefits  are  not 
paid,  either  because  of  earnings  or  because  the  worker  does  not 
claim  benefits,  for  workers  eligible  for  benefits  after  1978,  the  DRC 
is  equal  to  3  percent  per  year  (one-quarter  of  1  percent  per  month). 

Committee  amendment 

The  Committee  amendment  would  gradually  increase,  between 
1990  and  2010,  the  delayed  retirement  credit  to  8  percent  per  year, 
as  recommended  by  the  National  Commission  on  Social  Security 
Reform.  (The  amount  of  credit  would  relate  to  year  of  attainment 
of  age  65.)  Beginning  in  1990  the  DRC  would  be  increased  by 
percent  each  subsequent  year  until  reaching  8  percent  in  2010. 

OASDI  cost:  —0.10  percent  of  taxable  payroll. 

INCREASE  IN  RETIREMENT  AGE 

(Section  119  of  the  Bill) 

Present  law 

Unreduced  retirement  benefits  are  available  to  workers,  spouses, 
and  widows  and  widowers  at  age  65.  Actuarially  reduced  benefits 
are  available  at  age  62  for  workers  and  spouses  and  at  age  60  for 
widows  and  widowers. 
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Committee  amendment 

The  Committee  amendment  would  gradually  raise  the  age  at 
which  full  social  security  benefits  are  payable  from  65  to  66,  begin- 
ning with  those  who  attain  age  62  in  2000.  Under  this  provision, 
the  normal  retirement  age  would  be  increased  one  month  per  year, 
reaching  66  for  those  attaining  62  in  the  year  2012  or  later.  Early- 
retirement  benefits  would  continue  to  be  available  beginning  at  age 
62  for  workers  and  spouses  and  at  age  60  for  widows  and  widowers, 
but  the  actuarial  reduction  factors  would  be  larger.  The  minimum 
age  for  eligibility  for  medicare  benefits  would  continue  to  be  tied  to 
the  age  at  which  unreduced  retirement  benefits  are  first  available. 

The  majority  of  the  members  of  the  National  Commission  on 
Social  Security  Reform  made  this  recommendation.  In  addition, 
they  recommended  indexing  the  retirement  age  to  changes  in  lon- 
gevity, beginning  in  2012. 

Effective  date. — For  people  attaining  62  in  2000. 

OASDI  savings:  0.40  percent  of  taxable  payroll. 

LONG-RANGE  BENEFIT  CHANGE 

(Section  120  of  the  Bill) 

Present  law 

In  computing  social  security  benefits,  a  worker's  earnings  under 
social  security  are  averaged  and  a  benefit  formula  is  applied  to 
those  average  indexed  monthly  earnings  (AIME)  to  arrive  at  the 
initial  basic  benefit  amount  called  the  primary  insurance  amount 
(PIA).  The  PIA  is  the  amount  a  worker  is  eligible  to  receive  at  65. 
Dependents'  and  survivors'  benefits  are  based  on  the  worker's  PIA. 

The  formula  for  a  worker  who  becomes  eligible  for  benefits  in 
1983  is:  90  percent  of  the  first  $254  of  AIME,  plus  32  percent  of  the 
AIME  from  $254  through  $1,528,  plus  15  percent  of  the  AIME  over 
$1,528. 

The  two  dollar  figures  in  the  formula,  $254  and  $1,528,  are  raised 
(indexed)  each  year  to  reflect  increases  in  average  wages  in  the 
economy.  Thus,  a  new  formula  is  created  each  year  for  the  new 
group  of  workers  becoming  eligible  for  benefits  in  that  year. 

This  system  was  adopted  by  the  1977  Social  Security  Amend- 
ments. The  annual  adjustment  of  the  dollar  amounts  in  the  benefit 
formula,  the  bend  points,  by  the  full  amount  of  the  increase  in 
average  wages  leads  to  higher  initial  benefits  over  time  and  to  re- 
placement rates—the  percentage  of  a  worker's  prior  earnings  that 
are  replaced  by  his  social  security  benefit — that  remain  at  approxi- 
mately the  same  level. 

Committee  amendment 

For  people  first  becoming  eligible  for  benefits  in  2000,  the  Com- 
mittee amendment  would  reduce  initial  benefit  levels  by  5.3  per- 
cent by  decreasing  the  percentage  factors  in  the  benefit  formula  by 
two-thirds  of  one  percent  each  year  for  8  years.  This  would  have 
the  effect  of  reducing  the  ultimate  replacement  rate  by  5  percent. 

Effective  date.— For  people  first  becoming  eligible  for  retirement 
or  disability  in  2000. 

OASDI  savings:  0.43  percent  of  taxable  payroll. 
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ELIMINATION  OF  RETIREMENT  EARNINGS  TEST 

(Section  121  of  the  Bill) 

Present  law 

Social  security  beneficiaries  under  age  70  who  work  and  have 
earnings  are  subject  to  a  one  dollar  reduction  in  benefits  for  every 
two  dollars  of  earnings,  when  their  earnings  exceed  certain  exempt 
amounts.  For  1983,  the  annual  exempt  amount  is  $6,600  for  people 
age  65  and  older. 

Committee  amendment 

The  Committee  amendment  would  gradually  phase  out,  between 
1990  and  1994,  the  retirement  earnings  test  for  people  65  and  older. 
The  exempt  amount  of  earnings  would  be  increased  by  $3,000  in 
1900  and  in  each  of  the  next  four  years,  with  the  earnings  test  (for 
people  65  and  older)  completely  eliminated  in  1995. 

Effective  date. — The  provision  would  be  phased  in  between  1990 
and  1994. 

OASDI  cost. — This  amendment  is  estimated  to  cost  0.05  percent 
of  taxable  payroll  in  the  long-range. 

CHILD-CARE  DROP  OUT  YEARS 

(Section  122  of  the  Bill) 

Present  law 

In  computing  a  worker's  covered  earnings  history  under  social 
security  (upon  which  his  and  his  family's  benefits  are  based),  up  to 
five  years  in  which  earnings  are  lowest  are  dropped. 

Committee  amendment 

The  CJommittee  amendment  would  allow  up  to  two  additional 
years  to  be  dropped  for  persons  who  leave  the  workforce  to  care  for 
a  child  under  3  in  the  home.  To  qualify  for  a  child-care  drop  year, 
the  worker  can  have  no  earnings  at  all  during  the  year. 

Effective  date. — For  persons  first  eligible  for  benefits  after  1983. 


OASDI  COST 

[In  billions,  calendar  years] 

1984 

1985      1986     1987  1988 

1989 

Short-range:  

Long  range:  -  .04  percent  of  taxable  payroll. 

  (M 

-$0.1  -$0.1  -$0.2  -$0.4 

-$0.5  -$1.3 

'  Less  than  $50  million. 


PRISONERS  BENEFITS 

(Section  123  of  the  Bill) 

Present  law 

Persons  imprisoned  for  the  conviction  of  a  felony  may  not  receive 
student  benefits  (which  are  being  phased  out  anyway),  and  are  not 
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eligible  for  disability  benefits  unless  they  are  participating  in  a 
court-approved  rehabilitation  program.  (Dependents  benefits  are 
not  affected.)  Also,  impairments  resulting  from  the  commission  of  a 
crime  cannot  be  the  basis  for  disability  benefits  and  impairments 
occurring  during  imprisonment  cannot  be  the  basis  for  disability 
benefits  during  the  period  of  imprisonment. 

Presently,  benefits  may  continue  to  be  paid  to  incarcerated  felons 
who  are  either  retired  workers,  widow  or  widower  beneficiaries, 
spouses  of  retired  or  disabled  workers,  and  to  those  DI  beneficiaries 
in  a  court-approved  rehabilitation  program. 

Committee  amendment 

The  Committee  amendment  would  expand  present  law  to  elimi- 
nate all  benefits  to  felons  during  their  period  of  incarceration. 
Benefits  of  dependents  and  survivors  of  incarcerated  felons  would 
not  be  affected. 

Effective  date. — Applicable  to  benefits  paid  for  the  month  after 
enactment. 
OASDI  Cost:  Negligible. 

ELIMINATE  BENEFITS  TO  ALIENS 

(Section  124  of  the  Bill) 

Present  law 

There  are  no  citizenship  or  residence  requirements  for  receiving 
social  security  cash  benefits  (OASDI).  Any  alien  in  the  U.S. — 
whether  legally  or  illegally,  or  as  a  permanent  or  temporary  resi- 
dent— is  eligible  for  benefits  provided  he  has  engaged  in  covered 
employment  and  otherwise  meets  the  eligibility  requirements.  De- 
pendents and  survivors  are  also  eligible  for  benefits  regardless  of 
their  immigration  status  or  that  of  the  insured  worker. 

About  $1  billion  is  being  paid  annually  to  the  314,000  benefici- 
aries who  reside  abroad.  About  70%  of  these  beneficiaries  are 
aliens. 

Committee  amendment 

The  Committee  amendment  provides  that,  in  the  future,  benefits 
would  be  eliminated  to  alien  workers,  their  dependents  and  survi- 
vors who  reside  abroad.  No  benefits  would  be  paid  to  alien  depend- 
ents of  alien  workers  who  were  acquired  (through  marriage,  birth 
or  adoption)  while  outside  the  United  States.  However,  benefits 
would  be  paid  under  the  following  conditions: 

(1)  the  worker  is  the  citizen  of  a  country  with  which  the 
United  States  has  a  treaty  or  totalization  agreement  which 
provides  for  reciprocity  of  social  security  coverage;  and 

(2)  benefits  would  continue  until  total  benefits  paid  to  the 
wage  earner  and  dependents  equal  taxes  paid  by  the  wage 
earner. 

Effective  dates. — This  amendment  would  apply  to  new  eligibles 
on  or  after  January  1,  1985. 
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OASDI  SAVINGS 

[Dollars  in  billions,  calendar  years] 

1983      1984      1985      1986      1987  1988 

1989  1983-89 

Qhnrt  ronrra 

Long  range:  .01  percent  of  taxable  payroll. 

ii\      ii\      (i\      ii\  n\ 
  (  1      [  1      (  )      [  1      [  1      \  I 

\  1        [  1 

»  Savings  of  less  than  $50  million. 

FAIL-SAFE  PROVISION 

(Section  125  of  the  Bill) 

Present  law 

Presently,  there  are  no  "fail-safe"  provisions  in  the  social  secu- 
rity system  that  ensure  benefit  payments  can  be  met  on  an  ongoing 
basis  in  the  face  of  adverse  economic  conditions.  (The  Board  of 
Trustees  is  required  to  report  immediately  to  the  Congress  if  any  of 
the  trust  funds  is  ''unduly  small".) 

Committee  amendment 

Under  the  Committee  amendment,  the  Secretary  of  Health  and 
Human  Services  would  be  required  to  make  an  annual  evaluation 
of  the  projected  balances  in  the  cash  benefits  trust  funds,  taking 
into  account  future  cost-of-living  increases.  If  the  cash  benefits 
(OASDI)  fund  reserves  are  projected  to  decline  from  the  start  of  the 
next  year  to  the  start  of  the  following  year  and  to  then  be  less  than 
20  percent  of  a  year's  benefits,  the  Secretary  would  be  required  to 
notify  the  Congress  and  if  no  action  is  taken,  to  scale  back  the 
COLA  to  the  extent  necessary  to  prevent  a  decline  which  would 
leave  the  reserves  below  that  level. 

Insofar  as  possible,  the  limitation  on  the  COLA  would  be  applied 
to  people  whose  benefits  are  based  on  a  primary  benefit  level  of 
more  than  $250  per  month.  The  determination  as  to  whether  a  lim- 
itation on  the  cost-of-living  increase  was  necessary  would  be  made 
only  after  taking  into  account  all  other  statutory  provisions  for  as- 
suring adequate  funds.  The  Secretary  would  have  to  notify  Con- 
gress by  July  1  of  each  year  in  which  he  finds  that  action  to  limit 
the  next  cost-of-living  increase  would  be  required  under  this  provi- 
sion. Since  cost-of-living  increases  will  be  reflected  in  the  January 
checks,  this  would  give  Congress  several  months  in  which  to  pro- 
vide additional  funding  or  to  address  the  problem  in  any  other 
manner  the  Congress  might  find  to  be  appropriate. 

The  Committee  views  this  provision  as  a  last  resort  which  would 
come  into  play  only  after  all  other  authorities  for  maintaining 
trust  fund  solvency  had  been  exercised.  Thus,  for  example,  other 
provisions  in  this  legislation  for  such  procedures  as  interfund  bor- 
rowing and  normalization  of  tax  transfers  would  be  invoked  before 
this  provision  would  be  operative  to  the  extent  that  such  proce- 
dures are  authorized  by  law.  Under  current  projections  such  meas- 
ures should  be  sufficient  to  keep  fund  balances  from  declining  to 
dangerous  levels.  If,  however,  unexpected  adverse  situations  should 
develop,  this  provision  would  assure  that  sufficient  reserves  were 
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maintained  so  that  regular,  timely  payment  of  monthly  benefit 
checks  would  not  be  placed  in  jeopardy. 

This  provision  would  implement  the  recommendation  of  the  Na- 
tional Commission  on  Social  Security  Reform  that  this  social  secu- 
rity financing  legislation  include  provision  for  a  "fail-safe"  mecha- 
nism. 

Effective  rfa^e— Determinations  beginning  July  1,  1984. 
OASDI  Cost  Impact:  This  provision  is  not  expected  to  be  utilized 
under  the  1983  Trustees  intermediate  (II-B)  assumptions. 

Part  C— Revenue  Provisions 

A.  Taxation  of  social  security  and  railroad  retirement  benefits 
(sec.  131  of  the  bill,  new  Code  sees.  86  and  6050,  and  Code  sees.  861, 
871,  1441,  and  6103) 

Present  law 

Under  present  law,  social  security  benefits  are  excluded  from  the 
gross  income  of  the  recipient.  Their  exclusion  is  based  upon  a 
series  of  administrative  rulings  issued  by  the  Internal  Revenue 
Service  in  1938  and  1941  (see  I.T.  3194,  1938-1  C.B.  114,  I.T.  3229, 
1938-2  C.B.  136,  and  I.T.  3447,  1941-1  C.B.  191).  Railroad  retire- 
ment benefits  are  excluded  from  gross  income  under  the  Railroad 
Retirement  Act. 

In  general,  the  gross  amount  of  fixed  or  determinable  annual  or 
periodic  income  (which  is  not  effectively  connected  with  a  U.S. 
trade  or  business)  received  by  a  nonresident  alien  from  U.S. 
sources  is  subject  to  a  30-percent  tax  (Code  sec.  871);  this  tax  is  col- 
lected by  withholding  (sec.  1441).  A  pension  for  services  performed 
in  the  United  States  would  be  U.S.-source  income  and  the  gross 
amount  of  a  U.S.-source  pension  is  subject  to  the  30-percent  with- 
holding tax  or  a  lower  rate  if  so  provided  by  treaty.  The  U.S.  Model 
Income  Tax  Treaty,  as  well  as  a  number  of  actual  tax  treaties  to 
which  the  United  States  is  a  party,  provides  reciprocally  that  pen- 
sions received  by  a  resident  of  one  country  from  sources  in  the 
other  country  are  taxable  only  by  the  country  of  residence.  Howev- 
er, the  United  States  has  reserved  the  right  to  tax  social  security 
benefits  in  the  U.S.  Model  Income  Tax  Treaty  and  a  number  of 
actual  tax  treaties. 

Reasons  for  change 

The  Committee  believes  that  the  present  policy  of  excluding  all 
social  security  benefits  from  a  recipient's  gross  income  is  inappro- 
priate. The  committee  believes,  further,  that  social  security  bene- 
fits are  in  the  nature  of  benefits  received  under  other  retirement 
systems,  which  are  subject  to  taxation  to  the  extent  they  exceed  a 
worker's  after-tax  contributions  and  that  taxing  a  portion  of  social 
security  benefits  will  improve  tax  equity  by  treating  more  nearly 
equally  all  forms  of  retirement  and  other  income  that  are  designed 
to  replace  lost  wages  (for  example,  unemployment  compensation 
and  sick  pay).  Furthermore,  by  taxing  social  security  benefits  and 
appropriating  these  revenues  to  the  appropriate  trust  funds,  the  fi- 
nancial solvency  of  the  social  security  trust  funds  will  be  strength- 
ened. 
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Because  Tier  1  benefits  provided  under  the  Railroad  Retirement 
Act  are  largely  equivalent  to  social  security  benefits,  the  committee 
believes  that  corresponding  changes  also  should  be  made  in  the  tax 
treatment  of  these  benefits.  That  is,  a  portion  of  railroad  retire- 
ment benefits  also  should  be  subject  to  income  taxation. 

By  taxing  only  a  portion  of  social  security  and  railroad  retire- 
ment benefits  (that  is,  up  to  one-half  of  benefits  in  excess  of  a  cer- 
tain base  amount),  the  Committee's  bill  assures  that  lower-income 
individuals,  many  of  whom  rely  upon  their  benefits  to  afford  basic 
necessities,  will  not  be  taxed  on  their  benefits.  The  maximum  pro- 
portion of  benefits  taxed  is  one-half  in  recognition  of  the  fact  that 
social  security  benefits  are  partially  financed  by  after-tax  employee 
contributions.  The  bill's  method  for  taxing  benefits  assures  that 
only  those  taxpayers  who  have  substantial  taxable  income  from 
other  sources  will  be  taxed  on  a  portion  of  the  benefits  they  re- 
ceive. 

Taxation  of  social  security  and  railroad  retirement  benefits 

Under  the  committee's  bill,  a  portion  of  social  security  benefits 
will  be  included  in  the  gross  income  of  recipients  whose  adjusted 
gross  income  exceeds  certain  levels.  (This  provision  is  not  intended 
to  change  the  tax  treatment  of  social  security  benefits  paid  by  for- 
eign governments;  these  benefits  have  been  held  by  Treasury  to  be 
fully  includible  in  gross  income  (Rev.  Rul.  62-1979,  1962-2,  C.B. 
20)).  The  bill  defines  a  "social  security  benefit"  as  any  amount  re- 
ceived by  the  taxpayer  by  reason  of  entitlement  to  either  (1)  a 
monthly  benefit  under  title  II  of  the  Social  Security  Act  (Federal 
Old-Age,  Survivors,  and  Disability  Insurance  Benefits  (OASDI)),  or 
(2)  Tier  1  benefit  under  the  Railroad  Retirement  Act  of  1974.  A 
Tier  1  benefit  generally  is  a  monthly  benefit  equal  to  what  an  indi- 
vidual would  receive  if  the  formula  for  computing  social  security 
benefits  were  applied  to  the  individual's  history  of  covered  wages 
under  both  the  social  security  and  railroad  retirement  systems. 

Social  Security  benefits,  to  the  extent  they  are  taxable,  will  be 
included  in  the  taxable  income  of  the  person  who  has  the  legal 
right  to  receive  the  benefits.  For  example,  benefits  paid  to  a  child 
(or  on  behalf  of  a  child  under  section  203(i)  of  the  Social  Security 
Act)  will  be  considered  to  be  the  child's  and  will  be  added  to  the 
child's  other  income  to  determine  whether  they  are  taxable.  The 
amount  of  benefits  received  refers  to  benefit  payments  after  reduc- 
tions under  such  provisions  as  actuarial  reductions,  family  maxi- 
mum, and  the  earnings  test,  but  includes  certain  amounts  that 
may  be  withheld  from  benefits,  such  as  payments  of  supplementary 
medical  insurance  premiums,  where  the  amounts  withheld  are  for 
the  purpose  of  meeting  a  financial  obligation  incurred  by  the  indi- 
vidual entitled  to  receive  such  benefit  payments.  In  addition,  the 
amount  of  any  social  security  benefits  received  will  include  the 
total  amount  of  the  benefits  without  any  reduction  for  attorneys' 
fees,  if  any,  paid  in  order  to  enable  an  individual  to  receive  those 
benefits.  The  committee  expects  the  Secretary  of  the  Treasury  to 
provide  guidance  on  the  extent  to  which  expenses  (such  as  attor- 
neys' fees)  incurred  in  perfecting  claims  to  social  security  benefits 
may  be  deducted,  now  that  some  of  the  social  security  benefits  may 
be  taxed. 
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Social  security  benefits  that  will  be  included  in  the  gross  income 
of  a  taxpayer  for  a  taxable  year  will  be  limited  to  the  lesser  of  (1) 
one-half  of  the  social  security  benefits  received,  or  (2)  one-half  of 
the  excess  of  the  sum  of  the  taxpayer's  adjusted  gross  income,  in- 
terest on  obligations  exempt  from  tax,  and  one-half  of  the  social  se- 
curity benefits  received,  over  the  appropriate  base  amount.  Thus, 
the  maximum  proportion  of  social  security  benefits  that  will  be  in- 
cluded in  the  gross  income  of  any  taxpayer  will  be  one-half  of  bene- 
fits. This  provision  does  not  affect  the  exclusion  for  interest  on  tax- 
exempt  obligations.  Rather,  it  merely  includes  that  interest  in  the 
base  for  the  purpose  of  determining  the  amount  of  an  individual's 
social  security  benefits  that  will  be  taxed. 

The  base  amount  is  $32,000  in  the  case  of  a  married  individual 
filing  a  joint  return;  zero  in  the  case  of  a  married  individual  filing 
a  separate  return,  unless  he  or  she  lived  apart  from  his  or  her 
spouse  for  the  entire  taxable  year;  and  $25,000  in  the  case  of  all 
other  individuals. 

The  base  amount  is  zero  for  married  individuals  filing  separate 
returns  because  the  committee  believes  that  the  family  should  be 
treated  as  an  integral  unit  in  determining  the  amount  of  social  se- 
curity benefit  that  is  includible  in  gross  income  under  this  provi- 
sion. If  the  base  amount  for  these  individuals  were  higher,  couples 
who  are  otherwise  subject  to  tax  on  their  benefits  and  whose  in- 
comes are  relatively  equally  divided  would  be  able  to  reduce  sub- 
stantially the  amount  of  benefits  subject  to  tax  by  filing  separate 
returns. 

For  the  purpose  of  determining  how  much  of  a  taxpayer's  social 
security  benefit  will  be  included  in  gross  income,  a  taxpayer  will  be 
permitted  to  reduce  benefits  received  during  the  taxable  year  by 
the  amount  of  benefits,  previously  received  during  the  current  or 
any  preceding  taxable  year,  that  he  repays  during  the  taxable  year. 
This  provision  is  necessary  to  prevent  a  taxpayer  from  being  sub- 
ject to  taxation  on  his  benefits  in  those  situations  in  which  a  tax- 
payer must  repay  a  portion  of  those  benefits  because  he  has  been 
overpaid  previously.  A  taxpayer  will  be  permitted  an  itemized  de- 
duction, to  the  extent  allowed  under  section  165,  for  repayments  of 
social  security  benefits  which  had  been  included  in  gross  income  in 
a  previous  year,  to  the  extent  that  the  repayments  exceed  social  se- 
curity benefits  received  by  the  taxpayer,  and  not  repaid,  during  the 
taxable  year.  Alternatively,  if  such  amount  repaid  exceeds  $3,000, 
the  taxpayer  has  the  option  under  section  1341  to  compute  tax  for 
the  taxable  year  without  the  deduction  and  to  subtract  from  that 
amount  the  reduction  in  tax  that  would  have  resulted  from  exclud- 
ing the  amount  repaid  from  income  for  the  year  of  the  overpay- 
ment. 

The  committee's  bill  provides  an  elective,  special  rule  for  taxpay- 
ers who  receive  lump-sum  payments.  This  rule  was  determined  to 
be  necessary  because  in  some  situations  involving  lump-sum  pay- 
ments of  benefits  attributable  to  prior  years,  the  general  income- 
aveaging  rules  may  not  provide  adequate  relief. 

If  this  special  rule  is  elected,  the  taxpayer  will  detemine  the  tax 
for  the  taxable  year  of  receipt  of  the  lump-sum  payment  by  includ- 
ing in  gross  income  for  the  current  year  the  sum  of  the  increases  in 
gross  income  that  result  solely  from  taking  into  account  the  appro- 
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priate  portions  of  the  lump-sum  payment  in  the  taxable  year  to 
which  they  are  attributable.  The  committee  intends  that  when 
lump-sum  payments  are  made,  the  Social  Security  Administration 
or  Railroad  Retirement  Board  will  notify  the  recipients  thereof  of 
the  taxable  years  to  which  the  payments  are  attributable. 

Social  security  benefits  are  to  be  treated  as  a  pension  or  annuity 
and,  therefore,  not  treated  as  earned  income,  for  purposes  of  the 
earned  income  credit,  the  deduction  for  contributions  to  individual 
retirement  arrangements,  the  deduction  for  two-earner  couples, 
and  the  foreign  earned  income  exclusion. 

Returns  relating  to  social  security  benefits 

Information  reporting  will  be  required  with  respect  to  benefit 
payments.  Specifically,  the  appropriate  Federal  official  {i.e.,  the 
Secretary  of  Health  and  Human  Services,  in  the  case  of  social  secu- 
rity benefits,  and  the  Railroad  Retirement  Board,  in  the  case  of 
railroad  retirement  benefits)  will  be  required  to  report  to  the 
Treasury  (1)  the  aggregate  amount  of  benefits  paid  with  respect  to 
any  individual  during  any  calendar  year;  (2)  the  aggregate  amount 
of  benefits  repaid  by  the  individual  during  the  calendar  year;  and 
(3)  the  name  and  address  of  the  individual  with  respect  to  whom 
benefits  are  paid.  In  addition,  each  individual  receiving  social  secu- 
rity or  railroad  retirement  benefits  will  be  furnished  with  a  written 
statement  showing  (1)  the  name  of  the  agency  making  the  pay- 
ments, and  (2)  the  aggregate  amount  of  payments  and  repayments. 
This  statement  will  be  due  by  January  31  of  the  year  following  the 
year  in  which  social  security  benefits  are  paid. 

Treatment  of  nonresident  aliens 

The  committee's  bill  provides  that  social  security  benefits  paid  by 
the  United  States  are  U.S.-source  income  for  purposes  of  the  Code, 
including  the  foreign  tax  credit.  In  addition,  one-half  of  social  secu- 
rity benefits  paid  to  nonresident  aliens  will  be  subject  to  the  gener- 
al 30-percent  tax  which  will  be  collected  by  withholding.  The  com- 
mittee's bill  is  not  intended  to  override  the  treatment  of  social  se- 
curity benefits  provided  in  existing  income  tax  treaties  to  which 
the  United  States  is  a  party. 

The  committee's  bill  permits  the  Secretary  of  the  Treasury  to 
disclose  to  the  Social  Security  Administration  or  the  Railroad  Re- 
tirement Board  available  return  information  from  the  master  files 
of  the  Internal  Revenue  Service  with  respect  to  the  address  and 
status  of  an  individual  as  a  nonresident  alien  or  as  a  resident  or 
citizen  of  the  United  States.  This  information,  which  may  be  dis- 
closed upon  written  request,  may  be  disclosed  to  the  Social  Security 
Administration  and  the  Railroad  Retirement  Board  only  for  pur- 
poses of  carrying  out  their  responsibilities  for  withholding  taxes 
from  social  security  benefits  of  nonresident  aliens.  Any  return  in- 
formation disclosed  under  this  provision  will  be  subject  to  the  pres- 
ent law  requirements  regarding  recordkeeping  and  safeguarding  of 
return  information. 

Transfers  to  trust  funds 

The  committee's  bill  appropriates  to  each  payor  fund  the  in- 
crease in  Federal  income  tax  liabilities  attributable  to  taxing  social 
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security  benefits.  This  amount  is  the  difference  between  total 
income  tax  liabilities  for  the  year  and  what  income  tax  liabilities 
would  have  been  without  the  application  of  the  Code  sections 
which  provide  for  the  taxation  of  benefits.  A  "payor  fund"  is  any 
trust  fund  or  account  from  which  payments  of  social  security  bene- 
fits are  made. 

The  appropriated  amounts  are  to  be  transferred  from  time  to 
time  (but  no  less  frequently  than  quarterly)  from  the  general  fund 
of  the  Treasury  on  the  basis  of  estimates  made  by  the  Secretary  of 
the  Treasury.  Transfers  to  the  payor  funds  may  be  based  on  the 
proportion  of  each  type  of  benefit  as  a  share  of  the  total  benefits 
potentially  includible  in  gross  income  under  these  provisions.  For 
example,  suppose  that  after  adding  OASI  benefits,  DI  benefits  and 
Tier  I  railroad  retirement  benefits  the  shares  of  these  in  the  total 
are  80  percent,  16  percent,  and  4  percent,  respectively.  These  per- 
centages of  the  increase  in  tax  liabilities  described  above  may  then 
be  transferred  to  the  respective  funds. 

Any  quarterly  payment  to  a  payor  trust  fund  must  be  made  on 
the  first  day  of  the  quarter  and  must  take  into  account  social  secu- 
rity benefits  estimated  to  be  received  during  the  quarter.  Proper 
adjustments  are  to  be  made  in  the  amounts  subsequently  trans- 
ferred to  the  extent  that  prior  estimates  were  in  excess  of,  or  less 
than,  the  amounts  required  to  be  transferred.  A  final  determina- 
tion of  the  amount  required  to  be  transferred  for  a  year  may  be 
based  on  an  estimate  derived  from  the  appropriately  weighted 
sample  of  individual  income  tax  returns  for  that  year  which  is  used 
as  the  basis  for  the  Internal  Revenue  Service's  publication  of  statis- 
tics of  income  for  that  year  under  Code  section  6108.  In  making 
these  estimates,  the  Secretary  of  the  Treasury  need  not  take  ac- 
count of  certain  provisions  of  the  tax  law  that  might  affect  an  indi- 
vidual's tax  liability  {e.g.,  income  averaging,  loss  carrybacks,  etc.)  if 
these  provisions  are  judged  to  have  an  inconsequential  effect  on 
the  estimates. 

The  Secretary  of  the  Treasury  will  be  required  to  submit  annual 
reports  to  the  Congress  and  to  the  Secretary  of  Health  and  Human 
Services  and  the  Railroad  Retirement  Board  concerning  (1)  the 
transfers  made  during  the  year,  and  the  methodology  used  in  de- 
termining the  amount  of  the  transfers  and  the  funds  or  account  to 
which  made,  and  (2)  the  anticipated  operation  of  the  transfer  mech- 
anism during  the  next  five  years. 

Taxation  of  Tier  One  railroad  retirement  benefits 

The  Committee's  bill  provides  that  railroad  retirement  ''Tier  1" 
benefits  are  subject  to  taxation  to  the  same  extent  and  in  the  same 
manner  as  monthly  benefits  payable  under  title  II  of  the  Social  Se- 
curity Act.  As  a  result  of  this  change,  certain  amounts  will  be 
transferred  regularly  to  the  Railroad  Retirement  Account. 

Under  the  financial  interchange  between  railroad  retirement 
and  social  security,  however,  the  social  security  trust  funds  are 
placed  in  the  same  position  they  would  have  been  in  if  railroad  em- 
ployment were  covered  under  social  security.  Therefore,  the  com- 
mittee understands  that  existing  law  requires  that  the  proceeds  of 
income  taxes  on  those  railroad  retirement  benefits  which  are  strict- 
ly equivalent  to  social  security  benefits  are  to  be  credited  to  the 
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social  security  trust  funds  through  adjustments  in  the  financial  in- 
terchange. This  will  produce  exactly  the  same  result  as  if  the  social 
security  system  had  paid  that  portion  of  the  tier  I  benefits  which 
are  strictly  equivalent  to  social  security  benefits  and  had  received 
the  proceeds  of  the  income  tax  on  these  benefits. 

Effective  date 

In  general,  the  provisions  will  apply  to  benefits  received  after  De- 
cember 31,  1983,  in  taxable  years  ending  after  that  date.  However, 
the  provisions  will  not  apply  to  benefits  received  after  December 
31,  1983,  if  the  generally  applicable  payment  date  of  these  benefits 
was  before  January  1,  1984. 

B.  Acceleration  of  increases  in  FICA  taxes;  1984  employee  tax 
credit  (sec.  132  of  the  bill;  sees.  3101,  3111,  and  new  sec.  3510  of  the 
code) 

Present  Law 

Under  present  law,  several  increases  in  social  security  pa5rroll 
tax  (FICA)  rates  are  already  scheduled  to  take  effect  between  1985 
and  1990,  as  shown  in  the  following  table: 

EMPLOYER-EMPLOYEE  RATE  (EACH) 


Year  OASDI        HI  OASDI-HI 


1984   5.4  1.30  6.70 

1985   5.7  1.35  7.05 

1986   5.7  1.45  7.15 

1987   5.7  1.45  7.15 

1988   5.7  1.45  7.15 

1989   5.7  1.45  7.15 

1990   6.2  1.45  7.65 


Reasons  for  change 

In  conjunction  with  other  changes  in  the  law  which  are  designed 
to  help  insure  the  solvency  of  the  OASDI  Trust  Funds,  the  commit- 
tee has  found  it  necessary  to  advance  the  OASDI  increase  sched- 
uled for  1985  to  1984  and  part  of  the  increase  scheduled  for  1990  to 
1988.  In  order  to  cushion  the  impact  on  workers  of  the  first  change, 
a  one-time  tax  credit  is  provided  to  employees  equal  to  the  1984  in- 
crease in  the  employees  FICA  tax. 

Explanation  of  provision 

The  bill  provides  a  new  schedule  of  OASDI  rates  and  leaves  HI 
rates  unchanged.  The  new  OASDI  rates  and  combined  OASDHI 
rates  are  as  follows: 

EMPLOYER-EMPLOYEE  RATE  (EACH) 


Year  OASDI        HI  OASOI-HI 


1984   5.70      1.30  7.00 

1985   5.70      1.35  7.05 

1986   5.70      1.45  7.15 
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EMPLOYER-EMPLOYEE  RATE  (EACH) -Continued 


Year  OASDI  HI 


1987    5.70  1.45  7.15 

1988    6.06  1.45  7.51 

1989   6.06  1.45  7.51 

1990   6.20  1.45  7.65 


Because  railroad  retirement  (RR)  payroll  taxes  are  linked  to  the 
rates  for  social  security,  the  committee's  bill  also  provides  similar 
increases  in  the  corresponding  railroad  retirement  taxes. 

The  bill  provides  emplyees  a  credit  equal  to  0.3  percent  of  com- 
pensation subject  to  the  FICA  and  RR  taxes  and  to  payments  of 
amounts  equivalent  to  FICA  taxes  under  section  218  of  the  Social 
Security  Act.  Because  the  credit  is  to  be  taken  into  account  at  the 
time  the  tax  is  collected  (by  deduction  from  the  employees'  wages 
or  otherwise),  the  net  OASDI  employee  tax  rate  for  1984  will  be 
5.40  percent.  However,  employees'  annual  wage  statements  are  to 
show  the  gross  FICA  tax  (7.00  percent  of  wages)  and  the  credit 
amount  (0.3  percent  of  wages)  separately.  As  under  present  law, 
the  appropriation  of  funds  into,  for  example,  the  OASDI  trust 
funds  will  be  based  on  the  gross  OASDI  employee  tax  rate,  which 
will  be  5.70  percent  and,  thus,  will  not  be  affected  by  the  credit. 

Effective  date. — These  provisions  will  apply  to  remuneration  paid 
after  December  31,  1983. 

C.  Self-employment  income  tax  and  credit  (sees.  133  of  the  bill 
and  sees.  43,  164,  275,  401,  1401,  and  1402  of  the  Code) 

Present  Law 

The  Self-Employment  Contributions  Act  (SECA)  imposes  two 
taxes  (OASDI  and  HI)  on  self-employed  individuals.  Self-employed 
persons  pay  an  OASDI  tax  rate  that  is  equal  to  approximately  75 
percent  of  the  combined  employer-employee  rate  and  an  HI  tax 
rate  that  is  equal  to  50  percent  of  the  combined  employer-employee 
rate. 

The  presently  scheduled  OASDI  rates  for  self-employment 
income  are  as  follows: 


IN  THE  CASE  OF  A  TAXABLE  YEAR 

Beginning  after:                                                   and  before: 

percent: 

December  31,  1981  January  1,  1985   

8.05 

December  31,  1984  January  1,  1990   

8.55 

December  31.  1989     

930 

The  HI  rates  for  self-employment  income  are  as  follows: 

IN  THE  CASE  OF  A  TA)(ABLE  YEAR 

Beginning  after:                                                     and  before: 

percent: 

December  31,  1980  January  1,  1985   

1.30 

December  31,  1984   January  1,  1986   

  1.35 
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IN  THE  CASE  OF  A  TAXABLE  YEAR-Continued 

Beginning  after:                                                    and  before:  percent: 
December  31,  1985   1.45 


Under  present  law,  the  expenses  of  compensation  or  purchased 
services,  including  wages,  the  employer  FICA  tax,  and  payments  to 
self-employed  individuals  are  deductible,  for  income  tax  purposes, 
as  business  expenses.  However,  neither  the  employee  FICA  tax  nor 
the  SECA  tax  is  deductible. 

Reasons  for  change 

The  committee  is  concerned  that,  under  the  current  system,  self- 
employed  individuals  pay  into  the  social  security  system  less  than 
employers  and  employees,  taken  together,  contribute  for  equal 
benefits.  Thus,  even  though  an  employer  may  take  an  income  tax 
deduction  for  his  share  of  the  payroll  tax  paid  on  behalf  of  an  em- 
ployee and  Federal  revenues  would  be  reduced  thereby,  the  social 
security  trust  funds  received  less  than  is  necessary  to  provide  bene- 
fits to  self-employed  individuals.  This  disparity  in  receipts  contrib- 
utes to  the  financial  difficulties  of  the  social  security  system. 

Explanation  of  provisions 

Under  the  bill,  the  OASDI  rate  on  self-employment  income  will 
be  equal  to  the  combined  employer-employee  OASDI  rate,  and  the 
HI  tax  rate  on  self-employment  income  will  be  equal  to  the  com- 
bined employer-employee  HI  rate.  In  order  to  cushion  the  impact  of 
the  increase,  the  bill  provides  a  permanent  credit  against  SECA 
taxes. 

The  OASDI  tax  rate  on  self-employment  income  will  be: 


IN  THE  CASE  OF  A  TAXABLE  YEAR 

Beginning  after:                                                  and  before: 

percent: 

December  31,  1983  January  1,  1988   

  11.40. 

December  31,  1987  January  1,  1990   

  12.12 

December  31.  1989       

  12.40 

The  HI  rate  for  self-employed  persons  will  be: 

IN  THE  CASE  OF  A  TAXABLE  YEAR 

Beginning  after:                                                    and  before:  percent: 

December  31,  1983  January  1,  1985   

  2.60 

December  31,  1984  January  1,  1986   

  2.70 

December  31.  1985  

  2.90 

Beginning  in  1984,  self-employed  persons  will  be  entitled  to  a 
permanent  credit  against  SECA  tax.  For  1984,  the  credit  will  be  2.9 
percent  of  self-employment  income.  For  1985,  the  credit  will  be  2.5 
percent.  For  1986,  the  credit  will  be  2.2  percent.  For  1987-1989,  the 


33 


credit  will  be  2.1  percent.  For  1990  and  subsequent  years,  the  rate 
of  the  credit  will  be  2.3  percent.  The  SECA  tax  credits  may  be 
taken  directly  into  account  in  computing  SECA  liability  for  a  tax- 
able year  and  estimated  tax  payments  for  that  year. 

The  SECA  tax  credits  will  not  reduce  the  revenues  of  the  social 
security  trust  funds,  since  under  the  Social  Security  Act,  appropri- 
ations into  the  trust  funds  will  be  based  on  the  SECA  tax  rates 
specified  above  without  regard  to  the  credits  allowed  against  such 
taxes. 

Effective  date. — The  provisions  will  be  effective  for  taxable  years 
beginning  after  December  31,  1983. 

REALLOCATION  OF  OASDI  TAX  RATE 

(Section  141  of  the  Bill) 

Present  law 

The  tax  rate  allocation  between  OASI  and  DI  is  fixed  in  the  law. 
The  following  table  displays  the  allocation  for  employers,  employ- 
ees and  the  self-employed: 


OASDI  TAX  RATES 

[In  percent] 


Employers  and  employees,  each 

Self-employed 

OASI 

DI 

OASDI 

OASI 

DI 

OASDI 

1982  to  1984  

  4.575 

0.825 

5.4 

6.8125 

1.2375 

8.05 

1985  to  1989  

  4.750 

.950 

5.7 

7.1250 

1.4250 

8.55 

1990  and  later  

  5.100 

1.100 

6.2 

7.6500 

1.6500 

9.30 

Committee  amendment 

The  Committee  amendment  would  reallocate  the  OASDI  tax  so 
that  both  trust  funds  will  have  about  the  same  reserve  ratios  (i.e., 
reserves  at  the  beginning  of  a  year  as  a  percentage  of  outgo  during 
the  year).  This  is  the  same  as  the  recommendation  of  the  National 
Commission  on  Social  Security  Reform. 

The  following  table  displays  the  new  allocation  for  the  OASDI 
tax  rate: 


[In  percent] 

Employers  and  employees,  each  Self-employed 
OASI  01  OASDI  OASI  DI  OASDI 


1983   5.075  0.625  5.7  10.4625  0.9375  11.40 

1984  to  1987   5.20  .50  5.7  10.4  1.0  11.40 

1988  to  1989   5.53  .53  6.06  11.06  1.06  12.12 

1990  to  1999   5.60  .60  6.20  11.2  1.20  12.40 

2000  and  later   5.55  .65  6.20  11.1  1.30  12.40 


Effective— The  first  reallocation  would  apply  for  1983. 
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INTERFUND  BORROWING  EXTENSION 

(Section  142  of  the  Bill) 

Present  law 

Public  Law  97-123  authorized,  through  December  31,  1982,  bor- 
rowing between  the  OASI,  DI,  and  HI  trust  funds  whenever  it  was 
determined  by  the  Managing  Trustee  (the  Secretary  of  Treasury) 
that  additional  funds  were  needed  to  pay  benefits.  The  Conference 
Report  specified  that  amounts  borrowed  could  not  exceed  what  was 
required  to  ensure  benefit  payments  through  June  1983.  Under  this 
authority,  and  to  fulfill  this  purpose,  $17.5  billion  was  transferred 
to  the  OASI  trust  fund  from  the  DI  and  HI  trust  funds  in  1982  (of 
which  $12.4  billion  was  from  HI). 

Under  the  law,  the  borrowing  fund  is  required  to  make  periodic 
interest  payments  on  outstanding  balances.  Also  the  loan  must  be 
repaid  when  the  Managing  Trustee  determines  that  the  assets  of 
the  borrowing  fund  are  sufficient  to  begin  repayment. 

Committee  amendment 

Through  1987,  the  committee  amendment  would  authorize  inter- 
fund  borrowing  between  the  OASI,  DI,  and  HI  trust  funds.  The  fol- 
lowing protections  would  be  provided  for  the  HI  trust  fund:  (1)  in- 
terest would  be  paid  monthly  to  HI  on  any  outstanding  loans  to 
OASDI;  (2)  OASDI  could  not  borrow  from  HI  in  any  month  the  HI 
trust  fund  ratio  is  under  10  percent  (with  no  more  to  be  borrowed 
than  would  reduce  such  ratio  to  10  percent);  (3)  in  1983-87,  OASDI 
would  repay  loans  from  HI  whenever  the  OASDI  fund  ratio  at  the 
end  of  the  year  exceeds  15  percent;  and  (4)  in  1988-89,  OASDI 
would  repay  HI,  in  24  equal  monthly  pa)nnents,  the  loan  balance 
outstanding  at  the  end  of  1987  (plus  interest  on  any  outstanding 
loan  balance). 

Similar  protections  would  be  provided  for  the  OASI  and  DI  trust 
funds  in  the  event  that  HI  were  to  borrow  from  OASDI. 

The  amendment  is  similar  to  the  recommendation  of  the  Nation- 
al Commission  on  Social  Security  Reform  to  authorize,  through 
1987,  interfund  borrowing  between  the  OASI  and  DI  trust  funds 
and  to  the  OASI  and  DI  trust  funds  from  the  HI  trust  fund. 

Under  the  Committee  amendment,  using  intermediate  cost  esti- 
mates the  amounts  available  from  the  HI  trust  fund  for  loans  (in 
excess  of  the  10  percent  requirement)  to  the  OASDI  trust  funds 
would  be  about  $7  billion  in  1984,  $5  billion  in  1985,  $4  billion  in 
1986,  and  $3  billion  in  1987;  however,  under  this  estimate  the 
OASDI  trust  funds  would  not  need  any  further  loans  in  1983-87. 
Under  the  pessimistic  cost  estimate,  such  amounts  available  from 
the  HI  trust  fund  would  be  about  $6  billion  in  1984,  $4  billion  in 
1985,  and  zero  in  1986-87;  however,  under  this  estimate  the  OASDI 
trust  funds  would  not  need  any  further  loans  in  1983-87  (although 
slightly  worse  experience  during  that  period  would  make  loans  nec- 
essary). 

Effective. — On  enactment. 
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CREDIT  AMOUNTS  OF  UNNEGOTIATED  CHECKS  TO  THE  TRUST  FUNDS 

(Section  143  of  the  Bill) 

Present  law 

The  social  security  trust  funds  are  not  credited  for  OASDI  bene- 
fit checks  which  remain  uncashed.  Instead,  the  value  of  benefit 
checks  which  are  not  cashed  remains  in  the  General  Fund  of  the 
Treasury. 

Committee  amendment 

The  Committee  amendment  would  provide  for  a  lump-sum  pay- 
ment to  the  OASDI  trust  funds  from  the  General  Fund  represent- 
ing the  amount  of  uncashed  benefit  checks  which  have  been  issued 
in  the  past.  In  addition,  it  would  require  the  implementation  of  a 
procedure  under  which:  (1)  the  Treasury  Department  would  make 
it  possible  to  distinguish  OASDI  checks  from  other  government 
checks;  and  (2)  the  trust  funds  would  be  credited  on  a  regular  basis 
with  an  amount  equal  to  the  value  of  all  OASDI  benefit  checks 
which  have  not  been  negotiated  for  a  period  of  twelve  months.  This 
is  similar  to  the  recommendation  of  the  National  Commission  on 
Social  Security  Reform  which  required  only  the  initial  lump  sum 
transfer,  assuming  that  future  transfers  were  already  provided  for. 

Effective  date. — The  lump  sum  transfer  would  be  made  in  the 
month  following  the  month  of  enactment  of  this  provision. 


OASDI  REVENUE  GAIN 

[In  billions,  calendar  years] 

1983      1984      1985      1986  1987 

1988      1989  1983-89 

Short  range  

Long  range:  negligible. 

  $0.8     (M     (M     (M  (M 

(M     (M  $1.1 

'  Less  than  $50  million. 

MILITARY  WAGE  CREDITS 

(Sections  144  and  145  of  the  Bill) 

Present  law 

Since  1946,  the  OASDI  system  has  provided  gratuitous  wage 
credits  to  persons  who  serve  in  the  military  forces.  Such  military 
personnel  have  been  credited  with  earnings  (upon  which  benefits 
are  based)  for  which  no  payroll  taxes  have  been  paid.  Two  types  of 
credits  have  been  given:  (1)  for  World  War  II  veterans,  noncontrib- 
utory  wage  credits  of  up  to  $1,920  per  year  for  active  military  serv- 
ice from  1940  to  1957;  and  (2)  noncontributory  wage  credits  of 
$1,200  per  year  for  military  service  performed  after  1956  to  recog- 
nize the  value  of  non-cash  compensation,  such  as  food,  shelter  and 
medical  services.  (In  1957,  members  of  the  military  were  compul- 
sorily  covered  under  social  security.) 

To  finance  the  costs  incurred  in  paying  the  benefits  based  on  pe- 
riods of  military  service  for  which  no  contributions  were  made,  the 
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social  security  trust  funds  receive  reimbursements  from  the  Gener- 
al Fund  of  the  Treasury.  The  annual  reimbursement  to  the  trust 
funds  has  been  about  $700  million  in  recent  years. 

Committee  amendment 

The  Committee  amendment  would  credit  the  OASDHI  trust 
funds,  in  a  lump  sum,  with  an  amount  equal  to  the  estimated  addi- 
tional cost  of  providing  future  benefits  based  on  pre-1957  military 
wage  credits.  In  addition,  the  OASDHI  trust  funds  would  be  cred- 
ited with  a  lump  sum  payment  equaling  the  taxes  that  would  be 
credited  with  a  lump  sum  payment  equaling  the  taxes  that  would 
have  been  collected  and  the  interest  that  would  have  been  earned 
if  the  credits  for  service  after  1956  and  before  1983  had  been  taxed 
as  they  were  earned,  less  the  reimbursements  already  received.  Be- 
ginning in  1983,  a  general  fund  appropriation  would  reimburse  the 
trust  funds  on  a  current  basis  for  the  employer-employee  taxes  on 
additional  military  wage  credits  given  for  non-cash  compensation. 

This  is  the  same  as  the  recommendation  of  the  National  Commis- 
sion on  Social  Security  Reform  except  that  the  Committee  has  ex- 
tended the  provision  to  include  HI. 

Effective  date. — Lump  sum  is  payable  in  the  month  following  the 
month  of  enactment.  Lump  sums  would  be  payable  within  30  days 
after  the  enactment  of  this  provision. 


OASDI  REVENUE  GAIN 

[In  billions,  calendar  years] 


1983 

1984 

1985 

1986 

1987 

1988 

1989  1983-89 

Short  range  

Long  range:  plus  .01  of  taxable  payroll. 

$18.4 

-$0.4 

-$0.4 

-$0.3 

-$0.4 

-$0.4 

-$0.4  $16.0 

TRUST  FUND  INVESTMENT  PROCEDURE 

(Section  146  of  the  Bill) 

Present  law 

Payroll  tax  revenues  which  are  in  excess  of  the  amount  neces- 
sary to  pay  current  benefits  must  be  invested,  generally  in  "special 
issue"  obligations  available  for  purchase  only  by  the  trust  funds. 
Such  obligations  have  maturities  fixed  with  "due  regard"  for  the 
needs  of  the  trust  funds  and  bear  an  interest  rate  equal  to  the 
average  market  yield  on  all  marketable,  interest  bearings  obliga- 
tions of  the  U.S.  government  which  are  not  due  or  callable  for  at 
least  4  years. 

The  maturity  dates  on  new  special  issues  and  the  redemption 
schedule  for  trust  fund  investments  are  not  set  by  law,  but  by 
Treasury  procedure.  The  Treasury  attempts  to  set  the  maturity 
dates  for  special  issues  from  1  to  15  years — so  that  about  Vis  of  the 
total  portfolio  comes  due  in  each  of  the  next  15  years.  When  securi- 
ties must  be  sold  to  meet  benefit  obligations,  special  issues  with  the 
shortest  duration  until  maturity  are  sold  first.  In  the  event  that 
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there  are  several  securities  with  the  same  duration  until  maturity, 
those  with  the  lowest  interest  rate  are  sold  first. 

Committee  amendment 

The  Committee  amendment  provides  for  reinvesting  all  trust 
fund  assets  each  month  at  a  rate  of  interest  based  on  the  average 
market  rate  on  all  public-debt  obligations  currently  held  by  Treas- 
ury with  a  duration  of  four  or  more  years  until  maturity. 

The  amendment  would  require  the  Managing  Trustee  to:  (1) 
redeem  all  present  special  issues  at  their  face  amount;  (2)  redeem 
all  flower  bonds  (marketable  government  bonds  which,  for  inheri- 
tance tax  purposes,  are  redeemable  at  par)  at  their  current  market 
values;  and  (3)  invest,  on  a  monthly  basis,  the  redeemed  invest- 
ments and  all  future  funds  only  in  separate  depository  accounts  for 
each  of  the  trust  funds. 

This  is  similar  to  the  recommendation  of  the  National  Commis- 
sion on  Social  Security  Reform,  except  that  the  Commission  recom- 
mended investing  in  special  issues. 

Effective. — The  first  day  of  the  first  month  beginning  more  than 
30  days  after  the  date  of  enactment. 

Revenue  Gain:  No  significant  gain  or  loss  anticipated. 

PUBLIC  MEMBERS  ON  BOARD  OF  TRUSTEES 

(Section  147  of  the  Bill) 

Present  law 

The  Board  of  Trustees  of  the  four  social  security  trust  funds  (Old- 
Age  and  Survivors  Insurance,  Disability  Insurance,  Hospital  Insur- 
ance, and  Supplemental  Medical  Insurance)  consists  of,  ex  officio, 
the  Secretaries  of  the  Treasury,  Health  and  Human  Services,  and 
Labor,  with  the  Secretary  of  the  Treasury  serving  as  the  managing 
trustee.  Among  other  responsibilities,  the  Board  of  Trustees  is  re- 
quired to  report  to  Congress  each  year  on  the  operation  and  status 
of  the  trust  funds,  review  the  general  policies  followed  in  managing 
the  trust  funds,  and  recommend  changes  in  such  policies. 

Committee  amendment 

The  Committee  amendment  would  add  two  public  members  to 
the  Board  to  Trustees  of  the  OASDI,  HI,  and  SMI  trust  funds.  The 
public  members  would  be  nominated  by  the  President  and  con- 
firmed by  the  Senate.  The  two  public  members  could  not  be  from 
the  same  political  party.  Public  members  would  not  be  considered 
fiduciaries  and  would  not  be  personally  liable  for  actions  taken  in 
such  capacity  with  respect  to  the  trust  funds. 

The  National  Commission  on  Social  Security  Reform  also  pro- 
posed that  the  Board  of  Trustees  of  the  OASDI  trust  funds  be  ex- 
panded to  include  two  public  members. 

Effective. — On  enactment. 

Cost. — None. 
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ACCELERATE  STATE  AND  LOCAL  DEPOSITS 

(Section  148  of  the  Bill) 

Present  law 

Requires  the  deposit  of  withheld  social  security  taxes  for  State 
and  local  employees  within  thirty  days  after  the  end  of  the  month 
in  which  the  applicable  wages  were  paid. 

By  contrast,  the  frequency  with  which  deposits  of  social  security 
taxes  and  income  taxes  are  made  by  private  employers  is  deter- 
mined under  regulations  issued  by  Treasury  and  vary  in  accord- 
ance with  the  tax  liability  of  the  employer.  Deposits  are  required 
as  frequently  as  every  week  for  employers  with  large  liabilities  and 
as  infrequently  as  every  three  months  for  employers  with  smaller 
liabilities. 

Although  State  and  local  governments  are  now  governed  by  the 
same  rules  as  private  employers  with  regard  to  depositing  withheld 
income  taxes,  deposits  of  social  security  taxes  continue  to  be  treat- 
ed differently. 

Committee  amendment 

The  Committee  amendment  would  apply  the  same  social  security 
tax  deposit  requirements  to  State  and  local  governments  that  now 
apply  to  private  employers. 

Effective  date. — Effective  for  deposits  required  to  be  made  after 
December  1983. 

OASDI  REVENUES 


[in  billions,  calei 

1984 

1985 

1986 

1987 

1988  1989 

1983-89 

Short  range  

Long-range:  Negligible. 

  $1.4 

$0.1 

$0.1 

$0.1 

$0.3  $0.2 

$2.2 

TRIGGERED  NORMALIZATION  OF  TAX  TRANSFERS 

(Section  149  of  the  Bill) 

Present  law 

Under  current  procedures,  social  security  taxes  are  transferrred 
to  the  trust  funds  on  a  daily  basis  on  Treasury  estimates  of 
amounts  collected.  OASDI  benefit  payments,  however,  are  concen- 
trated at  the  start  of  the  month  creating  the  need  for  high  bal- 
ances in  the  OASDI  trust  funds  during  the  first  week  of  the  month. 

Committee  amendment 

The  Committee  amendment  provides  that,  when  at  the  start  of 
any  month,  the  Secretary  of  Treasury  determines  that  the  reserves 
of  the  OASDI  trust  funds  are  inadequate  to  meet  IV2  months  of 
benefits  (reserves  less  than  12%  of  outgo),  the  Secretary  would  be 
required  to  credit  the  trust  funds  on  the  first  day  of  the  next 
month  with  the  full  payroll  tax  revenues  estimated  for  the  month. 


39 


Interest  would  be  paid  to  the  General  Treasury  on  the  excess  sums 
so  transferred  at  a  rate  equal  to  the  average  91-day  Treasury  bill 
rate  during  the  month,  with  such  interest  being  payable  at  the  end 
of  each  month. 

Effective. — On  enactment  through  1987  (when  the  authority  for 
interfund  borrowing  expires). 
Cost.  — Negligible. 

Treatment  of  certain  deferred  compensation  and  salary  reduction 
arrangements  (sec.  150  of  the  bill  and  sec.  3121(a)  of  the  Code). 

Present  law 

Cash  or  deferred  arrangements 

Under  a  qualified  cash  or  deferred  arrangement  (sec.  401(k)) 
forming  a  part  of  a  tax-qualified  profit-sharing  or  stock  bonus  plan, 
a  covered  employee  may  elect  to  have  the  employer  contribute  an 
amount  to  the  plan  on  the  employee's  behalf  or  to  receive  such 
amount  directly  from  the  employer  in  cash.  Amounts  contributed 
to  the  plan  pursuant  to  the  employee's  election  are  treated  as  em- 
ployer contributions  to  the  plan  and  are  excluded  from  the  employ- 
ee's taxable  income  and  social  security  wage  base. 

Amounts  distributed  with  respect  to  an  employee  under  a  quali- 
fied plan  generally  are  includible  in  the  recipient's  income,  but  are 
excluded  from  the  social  security  wage  base. 

Tax-sheltered  annuities 

Under  present  law,  tax-sheltered  annuities  (sec.  403(b))  may  be 
purchased  on  an  individual  basis  for  employees  of  public  schools  or 
tax-exempt  religious,  charitable,  and  other  organizations  described 
in  section  501(cX3).  Subject  to  certain  limitations,  amounts  paid  by 
the  employer  to  purchase  the  annuity  are  excluded  from  the  em- 
ployee's income.  A  tax-sheltered  annuity  may  be  purchased  for  an 
employee  pursuant  to  a  salary  reduction  agreement  between  the 
employer  and  the  employee. 

The  Internal  Revenue  Service  has  ruled  that  amounts  paid  for  a 
tax-sheltered  annuity  pursuant  to  a  salary  reduction  agreement 
are  includible  in  the  employee's  social  security  wage  base,  even 
though  such  amounts  may  not  be  subject  to  income  tax  withhold- 
ing. The  validity  of  the  ruling  position  is  in  doubt  in  light  of  the 
Supreme  Court  decision  in  Rowan  Companies,  Inc.  v.  United  States 
(see  following  section  of  this  report). 

Amounts  distributed  under  a  tax-sheltered  annuity  generally  are 
includible  in  the  recipient's  income,  but  are  excluded  from  the 
social  security  wage  base. 

Cafeteria  plans 

Under  an  employer's  cafeteria  plan  (sec.  125),  a  covered  employee 
may  choose  among  various  benefits,  which  may  include  cash,  tax- 
able benefits,  or  nontaxable  benefits.  If  certain  requirements  are 
met,  amounts  applied  under  a  cafeteria  plan  toward  nontaxable 
benefits  {e.g.,  accident  and  health  benefits  or  plan  contributions 
under  a  qualified  cash  or  deferred  arrangement)  are  excluded  from 
the  employee's  income  and  generally  from  the  social  security  wage 
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base.  Taxable  benefits  chosen  by  the  employee  {e.g.,  cash)  are  in- 
cludible in  income  and  generally  includible  in  the  wage  base. 

Eligible  State  deferred  compensation  plans 

Under  an  eligible  State  deferred  compensation  plan  (sec.  457(a)), 
an  employee  of  a  State  or  local  government  or  a  rural  electric  coop- 
erative may  elect  to  defer  compensation,  subject  to  certain  limits. 
Amounts  deferred  under  an  eligible  plan  are  excluded  from  income 
until  paid  to  the  employee  under  the  plan.  Eligible  State  deferred 
compensation  plans  generally  are  not  retirement  plans  for  pur- 
poses of  the  rules  defining  ''wages"  includible  in  the  social  security 
wage  base.  (For  example,  the  income  tax  rules  for  eligible  plans 
permit  distributions  to  an  employee  after  age  59  y2  without  regard 
to  whether  the  employee  is  retired.)  Thus,  amounts  deferred  are  in- 
cludible in  the  social  security  wage  base  at  the  time  of  the  deferral 
if  the  plan  is  not  a  retirement  plan. 

Non-qualified  deferred  compensation  plans 

Under  present  law  (sec.  3121(a)),  standby  pay  or  payments  made 
to  an  employee  on  account  of  retirement,  either  on  an  individual 
basis  or  under  a  plan  or  system  of  the  employer  providing  for  em- 
ployees generally,  may  be  excluded  from  the  social  security  wage 
base  without  regard  to  whether  the  payments  are  under  a  tax- 
qualified  retirement  plan  (sec.  401(a)  or  403(a))  or  other  tax-favored 
retirement  savings  program  (e.g.,  a  tax-sheltered  annuity  (sec. 
403(b)). 

Reasons  for  change 

Generally,  if  an  employee  receives  cash  and  then  chooses  to  use 
these  funds  for  personal  savings  or  benefits,  the  amount  of  cash  re- 
ceived is  subject  to  FICA.  This  is  true,  for  example,  for  contribu- 
tions to  an  individual  retirement  account  (IRA)  even  if  the  employ- 
er transmits  the  funds  directly  to  the  IRA  account. 

Under  cash  or  deferred  arrangements,  certain  tax-sheltered  an- 
nuities, certain  cafeteria  plans,  and  eligible  State  deferred  compen- 
sation plans,  the  employer  contributes  funds  which  are  set  aside  by 
individual  employees  for  individual  savings  arrangements,  and 
thus,  the  committee  believes  that  such  employer  contributions 
should  be  included  in  the  FICA  base,  as  is  the  case  for  IRA  contri- 
butions. Otherwise,  individuals  could,  in  effect,  control  which  por- 
tion of  their  compensation  was  to  be  included  in  the  social  security 
wage  base.  This  would  make  the  system  partially  elective  and 
would  undermine  the  FICA  tax  base. 

The  committee  also  believes  that  it  is  appropriate  to  exclude  pay- 
ments from  the  social  security  wage  base  where  the  payments  are 
made  from  a  tax-qualified  or  other  tax-favored  retirement  plan. 
However,  the  committee  does  not  believe  that  such  tax-favored 
treatment  under  the  FICA  tax  rules  generally  should  be  extended 
to  deferred  compensation  plans  which  do  not  qualify  for  tax-fa- 
vored treatment  under  the  income  tax  rules. 

Explanation  of  provision 

Under  the  bill,  an  employer's  plan  contributions  on  behalf  of  an 
employee  under  a  qualified  cash  or  deferred  arrangement  will  be 
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includible  in  the  social  security  wage  base  for  tax  and  coverage 
purposes  to  the  extent  that  the  employee  could  have  elected  to  re- 
ceive cash  in  lieu  of  the  contribution.  The  provision  is  intended  to 
apply  to  elective  amounts  under  the  cash  or  deferred  arrangement 
and  not  to  nonelective  amounts  contributed  by  employers  to  a 
qualified  profit-sharing  or  stock  bonus  plan  of  which  the  arrange- 
ment may  be  a  part. 

The  bill  also  provides  that  any  amounts  paid  by  an  employer  to  a 
tax-sheltered  annuity  by  reason  of  a  salary  reduction  agreement 
between  the  employer  and  the  employee  would  be  includible  in  the 
employee's  social  security  wage  base.  The  committee  intended  that 
the  provision  would  merely  codify  the  holding  of  Revenue  Ruling 
65-208,  1965-2  Cum.  Bull.  383,  without  any  implication  with  re- 
spect to  the  issue  of  whether  a  particular  amount  paid  by  an  em- 
ployer to  a  tax-sheltered  annuity  is,  in  fact,  made  by  reason  of  a 
"salary  reduction  agreement". 

In  addition,  amounts  subject  to  an  employee's  designation  under 
a  cafeteria  plan  that  includes  a  qualified  cash  or  deferred  arrange- 
ment will  be  includible  in  the  social  security  wage  base  to  the 
extent  that  such  amounts  may  be  paid  to  the  employee  in  cash  or 
property  or  applied  to  provide  a  benefit  for  the  employee  that  is 
not  otherwise  excluded  from  the  definition  of  wages  under  section 
3121  of  the  Code. 

The  bill  would  also  include  in  the  social  security  wage  base 
amounts  deferred  under  an  eligible  State  deferred  compensation 
plan  (sec.  457(a)).  The  payment  to  such  a  plan  would  be  treated  as 
wages  received  in  the  year  in  which  the  services  relating  to  the 
payment  were  performed.  However,  no  change  is  made  to  the  pres- 
ent-law self-employment  tax  (SECA)  rules  regarding  amounts  paid 
under  an  eligible  State  deferred  compensation  plan  on  behalf  of  an 
independent  contractor. 

Under  the  bill,  nonqualified  deferred  compensation  generally  is 
includible  in  the  social  security  wage  base  when  it  becomes  availa- 
ble to  the  employee.  For  this  purpose,  nonqualified  deferred  com- 
pensation generally  includes  payments  under  a  deferred  compensa- 
tion arrangement  which  is  not  (1)  a  tax-qualified  plan,  (2)  an  indi- 
vidual retirement  arrangement  (IRA),  (3)  a  simplified  employee 
pension  (SEP),  (4)  a  tax-sheltered  annuity,  or  (5)  a  governmental 
plan.  A  governmental  plan  is  one  established  and  maintained  for 
its  employees  by  the  Government  of  the  United  States,  by  any 
State  or  political  subdivision  thereof,  or  by  any  agency  or  instru- 
mentality of  any  of  the  foregoing.  However,  elective  deferrals 
under  an  eligible  State  deferred  compensation  plan  (sec.  457(a))  are 
includible  in  the  wage  base  as  described  in  the  preceding  para- 
graph, and  amounts  payable  under  a  deferred  compensation  plan  of 
a  State  or  local  government  which  is  not  an  eligible  plan  (sec. 
457(e)(1)  and  (e)(2)  (D)  and  (E))  are  includible  in  the  wage  base  when 
there  is  no  substantial  risk  of  forfeiture  by  the  employee. 

The  bill  also  includes  conforming  changes  to  the  provisions  (sec. 
3306)  defining  "wages"  for  purposes  of  the  Federal  Unemployment 
Tax  Act  (FUTA).  Deferred  compensaiton  includible  in  the  social  se- 
curity wage  base  under  the  bill  would  also  be  treated  as  wages  for 
FUTA  purposes.  In  addition,  the  bill  provides  that  certain  sick  pay 
which  is  includible  in  the  social  security  wage  base  under  provi- 
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sions  enacted  in  1978  would  also  be  treated  as  wages  for  FUTA 
purposes. 

Effective  date. — These  changes  apply  to  remuneration  paid  after 
December  31,  1983.  Codification  of  Rowan  decision  with  respect  to 
meals  and  lodging  (sec.  151  of  the  bill  and  sec.  3121(a)  of  the  Code). 

Present  law 

Under  present  law,  amounts  which  constitute  wages  for  income 
tax  withholding  purposes  (Code  sec.  3401)  and  amounts  which  con- 
stitute wages  for  social  security  tax  purposes  (Code  sec.  3121)  are 
separately  defined.  However,  in  Rowan  Companies,  Inc.  v.  United 
States,  452  U.S.  247  (1981),  the  Supreme  Court  held  that  the  defini- 
tion of  wages  for  social  security  tax  purposes  and  the  definition  of 
wages  for  income  tax  withholding  purposes  must  be  interpreted  in 
regulations  in  the  same  manner  in  the  absence  of  statutory  provi- 
sions to  the  contrary. 

At  issue  in  Rowan  was  whether  the  value  of  meals  and  lodging 
provided  employees  at  the  convenience  of  the  employer  were  wages 
for  social  security  tax  purposes  {i.e.,  were  includable  in  the  social  se- 
curity wage  base).  The  value  of  such  employer-provided  meals  and 
lodging  may  be  excluded  from  the  income  of  an  employee  (sec.  119). 
Treasury  regulations  required  that  the  value  of  the  meals  and  lodg- 
ing be  included  in  the  social  security  wage  base,  but  excluded  such 
value  from  the  definition  of  wages  subject  to  income  tax  withhold- 
ing. The  Supreme  Court  decision  invalidated  those  Treasury  regu- 
lations which  required  that  the  value  of  the  meals  and  lodging  be 
included  in  the  social  security  wage  base. 

Reasons  for  change 

The  social  security  program  aims  to  replace  the  income  of 
beneficiaries  when  that  income  is  reduced  on  account  of  retirement 
and  disability.  Thus,  the  amount  of  ''wages"  is  the  measure  used 
both  to  define  income  which  should  be  replaced  and  to  compute 
FICA  tax  liability.  Since  the  security  system  has  objectives  which 
are  significantly  different  from  the  objective  underlying  the  income 
tax  withholding  rules,  the  committee  believes  that  amounts  exempt 
from  income  tax  withholding  should  not  be  exempt  from  FICA 
unless  Congress  provides  an  explicit  FICA  tax  exclusion. 

Explanation  of  provision 

The  bill  provides  that,  with  the  exception  of  the  value  of  meals 
and  lodging  provided  for  the  convenience  of  the  employer,  the  de- 
termination whether  or  not  amounts  are  includible  in  the  social  se- 
curity wage  base  is  to  be  made  without  regard  to  whether  such 
amounts  are  treated  as  wages  for  income  tax  withholding  purposes. 
Accordingly,  an  employee's  ''wages"  for  social  security  tax  purposes 
may  be  different  from  the  employee's  "wages"  for  income  tax  with- 
holding purposes.  In  addition,  the  bill  provides  that  the  definition 
of  wages  for  social  security  tax  and  benefit  purposes  is  revised  to 
exclude  the  value  of  employer-provided  meals  and  lodging  to  the 
extent  such  value  is  also  excluded  from  the  employee's  gross 
income. 

Effective  date. — The  provision  applies  to  remuneration  paid  after 
December  31,  1983. 
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Treatment  of  contributions  under  simplified  employee  pensions 
(SEPs)  (sec.  152  of  the  bill  and  sec.  3121(a)(5)  of  the  Code) 

Present  law 

Under  present  law,  the  Internal  Revenue  Code  excludes  from  the 
social  security  wage  base  employer  payments  to  or  on  behalf  of  an 
employee  under  a  simplified  employee  pension  (SEP).  However, 
such  employer  contributions  are  treated  as  covered  wages  for  social 
security  benefit  purposes. 

Reasons  for  Change 

The  committee  believes  that  is  is  inappropriate  to  treat  employer 
payments  to  a  SEP  as  covered  wages  for  benefit  purposes  where 
such  amounts  are  excluded  from  the  social  security  wage  base  for 
tax  purposes. 

Explanation  of  provision 

The  bill  amends  the  Social  Security  Act  to  exclude  from  the  defi- 
nition of  covered  wages  for  social  security  coverage  purposes  em- 
ployer contributions  to  a  SEP  that  are  deductible  as  such  by  the 
employer.  The  bill  makes  clear  that  the  exclusion  applies,  for  both 
tax  and  coverage  purposes,  only  with  respect  to  the  employer's  con- 
tribution to  a  SEP,  not  with  respect  to  the  amount  equivalent  to 
the  employee's  contribution  to  an  individual  retirement  arrange- 
ment (IRA). 

Effective  date. — This  provision  applies  to  remuneration  paid  after 
December  31,  1983. 

ESTIMATED  REVENUE  EFFECTS  OF  CERTAIN  COMMIHEE  PROVISIONS ^ 

[In  millions  of  dollars] 

Calendar  or  fiscal  year- 
Provision  and  receipts  or  liabilities    Total 

1984        1985        1986        1987        1988  1989 


Taxation  of  OASDI  benefits:  ^ 

Calendar  year  ^   2,637 

Fiscal  year   848 

Taxation  of  tier  I  railroad  retirement  t)enefits: 

Calendar  year "   61 

Fiscal  year   20 

Tax  credit  for  1984  FICA  taxes:  ^ 

Calendar  year   4,434 

Fiscal  year   3,234 

SECA  provisions:  ^ 

Increase  in  OASDI  and  HI  rates  for  SECA: 

Calendar  year   4,490 

Rscal  year   1,497 

SECA  credit: 

Calendar  year   -2,800 

Fiscal  year   -933 

Net  effect: 

Calendar  year   1,690 

Fiscal  year   564 


3,181 
2,805 

3,847 
3,387 

4,603 
4,079 

5,500 
4,878 

6,544 
5,818 

26,312 
21,815 

71 
64 

81 
74 

94 
85 

108 
98 

124 
113 

538 
453 

4,434 
4,434 

31,177 
26,860 

1,200 

4,361 
4,447 

4,744 
4,489 

4,973 
4,820 

6,133 
5,360 

6,476 
6,247 

-2,596 
-2,732 

-2,427 
-2,540 

-2,428 
-2,427 

-2,565 
-2,474 

-2,709 
-2,613 

-15,525 
-13,719 

1,765 
1,715 

2,317 
1,949 

2,545 
2,393 

3,568 
2,886 

3,767 
3,634 

15,652 
13,141 

'  In  addition  to  the  provisions  shown,  the  committee  estimates  that  the  provisions  regarding  the  inclusion  in  the  FICA  wage  base  of  amounts 
received  under  certain  deferred  compensation  and  salary  reduction  agreements  will  increase  receipts  of  the  social  security  trust  funds  by  $2.0  billion 
during  calendar  years  1984  to  1989,  inclusive. 

2  These  estimates  are  consistent  with  the  ll-B  assumptions  used  by  the  Social  Security  Administration  in  preparing  the  Trust  Fund  estimates 
shown  elsewhere  in  this  report. 

^  These  amounts  are  estimated  to  be  transferred  to  the  Social  Security  Trust  Funds  during  the  calendar  year  shown. 

*  These  amounts  are  estimated  to  be  transferred  to  the  Railroad  Retirement  Account  during  the  calendar  year  shown. 


TITLE  II  OF  THE  BILL 


Increase  the  SSI  Payment  Standard  and  Modify  Pass- 
Through  Requirements 

.(Sections  201  and  202  of  the  Bill) 

Present  law 

The  first  $20  of  income  received  by  an  individual  in  a  month  is 
disregarded  in  determining  SSI  eligiblity  and  benefit  amount.  The 
income  may  be  earned  or  unearned  (except  for  some  income  based 
on  need,  such  as  veterans'  pensions,  which  is  fully  counted).  The 
disregard  was  provided  in  the  original  statute  in  1972  to  ensure 
that  persons  who  had  contributed  toward  an  entitlement,  such  as 
OASDI,  were  better  off  than  those  who  had  not.  The  amount  of  the 
disregard  has  not  been  increased  since  1972. 

Committee  amendment 
The  Com.mittee  amendments  would: 

A.  Increase  the  SSI  payment  standard  applicable  to  all  individ- 
uals by  $20  ($30.00  for  a  couple)  per  month,  effective  July  1983;  and 

B.  To  help  protect  the  States  from  increased  costs  resulting  from 
this  provision,  expand  current  law  to  allow  States  to  meet  the 
''pass  through"  requirement  for  1983  if  they  pass  through  the 
equivalent  of  the  COLA  that  would  have  occurred  under  current 
law  rather  than  the  proposed  monthly  payment  increase.  Present- 
ly, States  which  provide  payments  to  supplement  the  Federal  SSI 
payment  are  required  to  pass  through  to  recipients  any  Federal  SSI 
cost-of-living  increases.  States  have  two  basic  options  for  meeting 
the  pass  through  requirements:  1)  they  may  maintain  the  supple- 
mentary payment  levels  that  were  in  effect  for  categories  of  indi- 
vidual recipients  in  December  1976,  or  2)  they  may  make  State  sup- 
plementary payments  in  any  current  12-month  period  that  are  no 
less,  in  the  aggregate,  than  were  made  in  the  previous  12-month 
period. 

The  National  Commission  on  Social  Security  Reform  recommend- 
ed that,  effective  July  1983,  the  SSI  disregard  be  increased  by  $30 
per  month  for  OASDI  income  (not  other  income)  in  determining  an 
individual's  SSI  eligibility  and  benefit  amount.  The  effect  would 
have  been  to  increase  by  $30  the  monthly  income  of  those  individ- 
uals who  are  entitled  to  both  OASDI  and  SSI. 

Presently,  the  maximum  Federal  SSI  payment  is  $284  monthly 
for  an  individual  and  $426  monthly  for  a  couple.  After  certain  dis- 
regards, the  amount  of  SSI  actually  received  by  an  individual  is  re- 
duced on  account  of  other  income. 
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SSI  COST  (BASED  ON  CBO  ESTIMATES) 


[In  millions,  fiscal  years] 


1983         1984  1985 

1986  1987 

1988 

$20  payment  standard  increase.. 

  $250        $750  $845 

$840  $875 

$935 

SSI  Alert 

(Section  203  of  the  Bill) 

Present  law 

Currently,  there  is  no  statutory  requirement  that  OASDI 
beneficiaries  be  contacted  and  informed  of  potential  eligibliltiy  for 
Supplemental  Security  Income  (SSI)  payments.  However,  since  the 
begnning  of  the  SSI  program,  the  Social  Security  Administration 
has  undertaken  a  number  of  outreach  efforts  to  identify  those  po- 
tentially eligible.  SSA  routinely  provides  information  about  581  eli- 
gibility and  takes  applications  for  SSI  payments  at  the  time  of  ap- 
plication for  OASDI  benefits  if  the  applicant  is  potentially  eligible 
for  SSI  payments.  In  addition,  many  State  agencies  and  other  pri- 
vate relief  groups  routinely  refer  clients  to  SSA.  Presently,  about 
6.9  percent  of  elderly  social  security  recipients  also  receive  SSI. 

Committee  amendment 

The  Committee  amendment  would  require  the  Secretary  of 
Health  and  Human  Services  to  notify,  on  a  one-time  basis,  all  el- 
derly OASDI  beneficiaries  who  are  potentially  eligible  of  the  avail- 
ability of  SSI  and  encourage  them  to  contact  their  district  offices. 
In  addition,  the  provision  would  require  that  the  same  information 
be  included  with  the  notification  to  OASDI  beneficiaries  of  upcom- 
ing eligibility  for  Supplemental  Medical  Insurance. 

Despite  the  current  and  past  activities  of  the  Social  Security  Ad- 
ministration to  make  persons  potentially  eligible  for  SSI  aware  of 
the  existence  of  the  program,  the  Committee  believes  that  there 
may  be  currently  needy  OASDI  beneficiaries  who  have  been  on  the 
social  security  rolls  for  a  period  of  time  who  may  have  applied  for 
social  security  prior  to  the  availability  of  SSI  or  who  may  not  have 
been  eligible  at  the  time  they  applied  but  whose  circumstances 
have  since  changed. 

The  Committee  provision  would  alert  those  OASDI  beneficiaries 
to  the  availability  of  the  SSI  program  and  would,  in  the  future, 
also  provide  notification  to  those  approaching  the  age  of  eligibility 
(age  65)  through  information  contained  with  a  notice  of  future  eli- 
gibility for  Supplemental  Medical  Insurance  which  is  mailed  ap- 
proximately three  months  before  a  beneficiary  attains  age  65. 

Effective  date. — Notification  to  those  on  the  rolls  must  be  made 
before  July  1,  1984. 

Cost. — Unable  to  estimate. 


TITLE  III  OF  THE  BILL 


Description  of  Medicare  Prospective  Payment  Provision 
general  summary 

Present  law 

Under  current  law,  medicare  reimburses  hospitals  on  the  basis  of 
the  "reasonable  costs"  they  incur  in  providing  covered  services  to 
beneficiaries,  excluding  any  part  of  such  costs  found  to  be  unneces- 
sary in  the  efficient  delivery  of  needed  services.  The  Tax  Equity 
and  Fiscal  Responsibility  Act  of  1982  (TEFRA)  expanded  and  added 
to  existing  medicare  limits  on  reasonable  cost  reimbursement  for 
hospitals  by  (1)  expanding  the  existing  ''section  223"  reimburse- 
ment limits  to  apply  to  total  inpatient  operating  costs  (not  just  rou- 
tine costs)  and  (2)  adding  temporary  growth  rate  limits  (expiring 
after  fiscal  year  1985)  which  would  rise  annually  by  one  percentage 
point  plus  the  increase  in  the  "market  basket"  of  goods  and  serv- 
ices purchased  by  hosptials.  TEFRA  also  directed  the  Secretary  of 
the  Department  of  Health  and  Human  Services  (HHS)  to  develop 
and  report  to  Congress  proposals  for  the  reimbursement  of  hospi- 
tals under  medicare  on  a  prospective  basis.  The  Department's 
report  was  submitted  in  late  1982,  and  its  recommendations  have 
been  embodied  in  Administration-sponsored  legislation.  The  Com- 
mittee amendment  is  a  modified  version  of  the  Administration's 
proposal. 

Committee  amendment 

The  committee  amendment  includes  a  major  change  in  the 
method  of  payment  under  medicare  for  inpatient  hospital  services. 
Medicare  pa5anent  for  inpatient  operating  costs  of  hospitals  would 
be  determined  in  advance  and  paid  on  a  per  case  basis.  A  fixed 
amount  would  be  paid  for  each  type  of  case,  identified  by  the  "diag- 
nosis related  group"  (DRG)  into  which  the  case  is  classified.  These 
changes  are  intended  to  create  incentives  for  hospitals  to  operate 
in  a  more  efficient  manner,  since  hospitals  would  be  allowed  to 
keep  payment  amounts  in  excess  of  their  costs  and  would  be  re- 
quired to  absorb  any  costs  in  excess  of  the  DRG  rates.  Hospitals 
would  be  prohibited  from  charging  medicare  beneficiaries  any 
amounts  in  excess  of  the  deductibles  and  coinsurance  provided  for 
by  law. 

The  committee  amendment  would  be  effective  for  individual  hos- 
pital cost  reporting  periods  beginning  on  or  after  October  1,  1983, 
and  would  be  phased-in  over  a  3-year  period. 
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1.  Prospective  payment  amounts 
Present  law 

Under  current  law,  medicare  payments  for  inpatient  hospital 
services  are  retrospectively-determined  based  upon  a  hospital's  rea- 
sonable costs,  subject  to  certain  limits.  These  reimbursement  limits 
include  (1)  limits  on  a  hospital's  inpatient  operating  costs  (the  ''sec- 
tion 223"  limits)  and  (2)  rate  of  increase  limits  on  overall  inpatient 
operating  costs  (a  limit  which  expires  after  fiscal  year  1985). 

Committee  amendment 

(a)  Diagnosis-related  groups  (DRG's). — Under  the  committee's 
amendment,  the  Secretary  would  be  required  to  determine  prospec- 
tively a  payment  amount  for  each  medicare  hospital  discharge.  Dis- 
charges would  be  classified  into  diagnosis  related  groups  (DRG's) 
which  classify  patients  into  groups  that  are  clinically  coherent  and 
relatively  homogenous  with  respect  to  resource  use.  The  DRG  clas- 
sification system,  developed  some  years  ago,  has  been  improved  in 
recent  years  and  represents  the  most  fully  developed  case  classifi- 
cation system  representative  of  a  national  data  base  and  readily 
adaptable  to  a  national  program.  The  committee  recognizes  that  in 
developing  a  separate  payment  rate  for  each  DRG  it  will  be  neces- 
sary to  rely  on  currently  available  data  sources  and  to  use  a 
sample  of  cases,  e.g.,  the  20  percent  sample  of  medicare  beneficiary 
bills  (MEDPAR),  to  arrive  at  the  DRG  rates.  The  committee  ex- 
pects that  the  Secretary  will  refine  the  DRG  rates  as  better  data 
become  available. 

The  committee  recognizes  that  there  may  be  insufficient  data 
with  which  to  calculate  relative  prices  for  some  DRG's  Because  of 
the  small  number  of  medicare  cases  in  some  diagnosis  related 
groups.  While  this  has  not  been  a  major  problem  in  the  past  in  the 
design  of  a  case-mix  adjustment  using  DRGs  (in  connection  with 
the  section  223  reimbursement  limit  under  current  law),  it  is  im- 
portant in  the  prospective  payment  system  to  establish  a  rate  for 
every  DRG  whether  or  not  it  is  likely  that  a  case  will  actually 
occur.  Therefore,  the  committee  recognizes  that  the  Secretary  will 
need  to  rely  on  an  alternative  method  for  setting  the  prospective 
rate  for  low-volume  DRG's— for  example,  by  combining  MEDPAR 
data  for  several  years  or  by  reference  to  an  external  source  in 
which  these  DRG's  are  more  common,  e.g.,  data  from  State  sys- 
tems. 

(h)  DRG  payment  rates. — Under  the  committee's  amendment  the 
Secretary  would  be  required  to  determine  a  national  standard  pay- 
ment rate  per  discharge  for  each  DRG.  The  rate  would  be  the  prod- 
uct of: 

(1)  the  average  of  the  standardized  cost  per  discharge,  for  all 
hospitals  in  the  country,  as  determined  by  the  Secretary;  and 

(2)  a  weighting  factor  for  each  DRG,  as  determined  by  the 
Secretary. 

In  addition,  DRG  payment  rates  would  be  established  for  urban 
and  rural  areas  both  nationally  and  in  each  of  four  census  regions 
of  the  country  (the  50  States  and  the  District  of  Columbia)  in  order 
to  moderate  the  impact  of  the  prospective  payment  system  for 
urban  and  rural  hospitals  in  different  regions  of  the  country.  Using 


49 


data  from  the  Bureau  of  Labor  Statistics,  each  of  these  payment 
rates  would  be  adjusted  for  area  differences  in  hospital  wage  levels, 
in  similar  fashion  to  the  wage  adjustment  currently  used  under  the 
section  223  hospital  limits. 

Hospitals  or  units  of  hospitals  which  are  exempted  from  the  pros- 
pective payment  system  would  be  subject  to  the  rate  of  increase 
limits  applicable  under  present  law.  The  current  section  223  limits 
would  no  longer  apply  to  any  of  the  facilities  not  included  in  the 
prospective  payment  system  for  any  cost  reporting  periods  begin- 
ning on  or  after  October  1,  1983. 

(c)  Establishment  of  initial  payment  rates. — The  process  for  deter- 
mining DRG  payment  rates  for  the  first  year  of  the  program  (fiscal 
year  1984)  begins  with  the  determination  of  allowable  operating 
costs  for  inpatient  hospital  services  for  each  hospital  for  the  most 
recent  cost  reporting  period  for  which  data  are  available.  These 
cost  data  would  be  updated  for  fiscal  year  1983  by  the  estimated 
industry-wide  actual  increase  in  hospital  costs  and  further  updated 
for  fiscal  year  1984  by  the  hospital  market  basket  increase,  plus 
one  percentage  point.  The  resulting  amounts  would  be  standardized 
by  excluding  an  estimate  of  indirect  medical  education  costs,  ad- 
justing for  area  wage  variations,  and  adjusting  for  variations  in 
case  mix.  The  Secretary  would  then  compute  an  average  of  these 
standardized  cost  levels  per  discharge  for  the  urban  hospitals  (as 
currently  defined  for  purposes  of  the  ''section  223"  limits)  in  each 
of  the  four  census  regions  and  nationally  and  also  for  the  rural 
hospitals  in  each  of  the  census  regions  and  nationally. 

Each  of  the  average  standardized  amounts  would  be  reduced  to 
account  for  payment  that  will  subsequently  be  made  (see  below)  to 
specific  hospitals  for  atypical  cases  ("outliers"). 

These  average  standardized  amounts  would  then  be  reduced  as 
may  be  required,  to  achieve  budget  neutrality  in  relationship  to  the 
reimbursement  provisions  that  would  have  applied  under  the  1982 
TEFRA  legislation.  In  determining  budget  neutrality  for  the  DRG 
part  of  the  payment,  the  Secretary  would  include  in  the  DRG  pay- 
ment amounts  the  additional  payments  for  outlier  cases,  for  indi- 
rect medical  education  costs,  and  for  costs  of  nonphysician  services 
to  inpatients  previously  paid  for  under  part  B,  and  additional  pay- 
ments reflecting  other  adjustments. 

The  Secretary  would  next  determine  a  separate  urban  and  rural 
DRG-specified  rates  for  each  census  region  and  the  nation  by  com- 
puting the  product  of  the  average  standardized  amounts  described 
above  and  the  weighting  factor  for  each  DRG  (reflecting  the  rela- 
tive use  of  hospital  resources  for  specific  DRG's  compared  for  re- 
sources used  for  other  DRG's). 

The  DRG-specific  rates  would  be  further  adjusted  to  recognize 
area  wage  differences  both  nationally  and  on  a  regional  basis  for 
purposes  of  determining  the  payment  amount  using  methodologies 
similar  to  those  currently  used  under  the  section  223  limits.  The 
actual  amount  of  revenue  paid  to  a  hospital,  in  addition  to  the 
DRG-specific  payment  rate,  will  be,  of  course,  influenced  by  such 
factors  as:  payment  for  capital  costs  and  costs  of  approved  educa- 
tional programs  on  a  reasonable  cost  basis;  adjustments  for  indirect 
teaching  costs;  additional  payments  for  atypical — or  outlier — cases; 
and  various  other  exceptions  and  adjustments. 
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Under  current  law,  services  provided  to  medicare  beneficiaries 
who  are  inpatients  of  a  hospital  are  generally  billed  under  part  A 
of  the  medicare  program.  However,  under  certain  circumstances, 
payments  are  made  for  non-physician  services  (for  example,  radiol- 
ogy, laboratory,  physical  therapy,  prosthetics,  etc.)  which  are  sepa- 
rately billed  by  the  supplier  as  a  part  B  service  even  though  they 
are  provided  to  a  hospital  inpatient.  Thus,  under  current  law,  some 
non-physician  services  may  be  billed  under  part  A  in  one  hospital 
and  yet,  in  another  hospital  may  be  billed  under  part  B  of  the  pro- 
gram. However,  under  the  committee's  amendment,  the  prospective 
payment  is  intended  to  be  payment  in  full  for  all  covered  items  and 
non-physician  services  to  hospital  inpatients.  Thus,  the  current 
practice  of  allowing  independent  practitioners  to  bill  part  B  for 
items  and  services  provided  to  inpatients  would  no  longer  be  per- 
mitted under  the  prospective  payment  system.  Some  hospitals  and 
independent  practitioners  will  have  to  modify  their  arrangements. 

The  committee  amendment  provides  that,  effective  October  1, 
1983,  all  non-physician  services  provided  to  hospital  inpatients 
would  be  paid  only  as  inpatient  hospital  services  under  part  A  with 
the  adjustments  described  below. 

Because  there  are  some  limited  situations  where  particular  hos- 
pitals have  extensively  followed  the  practice  of  allowing  direct  bill- 
ing of  part  B,  modifications  of  these  financial  arrangements  could 
threaten  the  financial  stability  of  some  institutions.  Under  the 
committee  amendment,  the  Secretary  would  be  granted  authority 
to  waive  the  general  rules  for  these  few  cases  for  a  limited  time 
period  not  to  exceed  the  transition  period  during  which  the  new 
system  is  phased  in.  Upon  approval  of  a  hospital's  request,  the  Sec- 
retary could  allow  continued  payment  of  part  B  billings  as  long  as 
he  subsequently  deducted  the  total  payments  made  for  these  bill- 
ings from  the  payments  made  under  the  prospective  system  to  the 
hospital.  If  such  a  waiver  is  granted,  at  the  end  of  the  transition, 
the  Secretary  may  provide  for  such  methods  of  payment  under 
Part  A,  as  is  appropriate  given  the  organizational  structure  of  the 
institution. 

The  Secretary  would  be  required  to  provide  for  publication  in  the 
Federal  Register,  on  or  before  September  1  of  each  fiscal  year  (be- 
ginning with  fiscal  year  1983)  interim  final  rates,  a  description  of 
the  methodology  and  data  used  in  computing  the  DRG  payment 
rates,  any  adjustment  required  to  produce  budget  neutrality  in  re- 
lation to  the  TEFRA  level  of  medicare  reimbursement  outlays. 

In  setting  the  initial  payment  rates,  the  Secretary  would  also  be 
required  to  recognize  the  higher  payroll  costs  some  hospitals  will 
incur  as  the  result  of  being  required  to  enter  the  social  security 
system,  by  adjusting  base  costs  for  individual  hospitals  and  for  the 
prospective  rates  to  accommodate  these  additional  costs. 

(d)  Annual  Updates  of  the  DRG  Payment  Rates.  For  fiscal  year 
1985,  the  initial  DRG  payment  amounts  would  be  increased  by  the 
marketbasket  plus  one  percentage  point.  As  for  fiscal  year  1984, 
reductions  would  be  made  in  the  payment  rates  for  additional  costs 
such  as  outlier  payments,  indirect  medical  education  costs,  and 
other  adjustments  in  order  to  achieve  budget  neutrality  in  relation- 
ship to  the  reimbursement  provisions  which  would  have  applied 
under  the  TEFRA  reimbursement  legislation. 
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An  independent  commission  of  fifteen  experts  selected  by  the 
Office  of  Technology  Assessment  would  make  recommendations  to 
the  Secretary  and  to  Congress  prior  to  April  1,  1985  and  each  sub- 
sequent year  on  the  appropriate  percentage  increase  applicable  for 
the  next  fiscal  year.  The  Commission  would  be  composed  of  experts 
in  the  provision  and  financing  of  health  care  including  physicians, 
registered  professional  nurses,  employers,  insurers,  researchers  and 
others.  In  making  its  recommendations,  the  commission  would  take 
into  consideration  changes  in  the  marketbasket,  changes  in  hospi- 
tal productivity,  technological  and  scientific  advances,  quality  of 
care  (including  the  quality  and  skill  level  of  professional  nursing 
required  to  mantain  quality  care),  and  the  utilization  of  relatively 
costly,  though  effective,  methods  of  care.  The  Secretary,  taking  into 
account  the  recommendations  of  the  commission,  would  determine 
for  each  fiscal  year  beginning  for  fiscal  year  1986,  the  percentage 
increase  which  would  be  used  to  update  the  DRG  payment  rates. 

(e)  Recalibration  of  the  DRG's. — The  Committee  amendment  re- 
quires the  Secretary  to  adjust  the  DRG  classifications  (for  grouping 
hospital  discharges)  and  the  DRG  weighting  factors  (which  reflect 
the  relative  amount  of  hospital  resources  used  by  discharges  in  a 
DRG  compared  to  the  discharges  in  other  DRG^s)  at  least  every  five 
years  to  reflect  changes  in  treatment  patterns,  technology,  and 
other  factors  which  may  change  the  relative  use  of  hospital  re- 
sources. 

The  Commission  (described  in  d  above)  would  consult  with  and 
make  recommendations  to  the  Secretary  with  respect  to  the  DRG 
recalibrations,  based  on  its  own  evaluation  of  scientific  evidence 
with  respect  to  new  practices,  including  the  use  of  new  technologies 
and  treatment  modalities.  The  commission  will  report  to  the  Con- 
gress on  its  evaluation  of  the  Secretary's  adjustments  to  the  DRG's. 

(f)  Atypical  cases  or  ''outliers". — The  committee  recognizes  that 
under  a  prospective  payment  system,  there  will  be  cases  within 
each  diagnostic  category  (DRG)  that  will  be  extraordinarily  costly 
to  treat,  relative  to  other  cases  within  the  DRG,  because  of  severity 
of  illness  or  complicating  conditions,  and  are  not  adequately  com- 
pensated for  under  the  DRG  payment  methodology.  The  committee 
amendment,  therefore,  requires  the  Secretary  to  provide  additional 
payments  for  cases  which  are  extraordinarily  costly  to  treat,  rela- 
tive to  other  cases  within  the  DRG. 

Additional  payments  would  be  made  for  discharges  that  exceed 
the  mean  length  of  stay  by  some  fixed  number  of  days,  or  by  a  cer- 
tain number  of  standard  deviations,  whichever  is  less;  and 

The  Secretary  will  permit  hospitals  to  appeal  for  additional  pay- 
ment for  cases  in  which  charges  adjusted  to  costs  are  equal  to  or 
exceed  some  multiple  of  the  DRG  rate  or  some  dollar  criterion, 
whichever  is  greater. 

The  additional  amounts  to  be  paid  for  day  outliers  will  be  a  per- 
centage of  the  standard  per  diem  rate  for  each  day  beyond  the 
length  of  stay  cut-off  defined  above.  For  cost  outliers,  additional 
payments  will  be  paid  as  a  percentage  of  charges  adjusted  to  costs. 

Total  expected  payments  resulting  from  this  policy  will  be  not 
less  than  5  percent,  nor  more  than  6  percent,  of  total  medicare  pay- 
ments to  hospitals  for  inpatient  care,  and  the  standard  payment 
rates  per  case  will  be  reduced  to  compensate  for  these  outlays. 
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2.  Exclusion  of  capital-related  expenses  and  medical  educa- 
tion 

Present  law 

Under  current  law,  medicare  reimburses  hospitals  for  the  reason- 
able costs  of  capital  (including  depreciation,  interest  and  rent).  In 
addition,  proprietary  hospitals  receive  a  return  on  net  equity.  The 
Secretary  is  authorized  to  exclude  from  reimbursement  to  provid- 
ers certain  costs  related  to  capital  expenditures  that  have  been  dis- 
approved through  the  health  planning  process. 

Medicare  reimburses  direct  medical  education  expenses,  such  as 
the  salaries  of  interns  and  residents,  in  approved  education  pro- 
grams, on  the  basis  of  reasonable  cost.  The  section  223  limits  pro- 
vide an  adjustment  to  recognize  individual  hospital  differences  in 
indirect  medical  education  costs  due  to  approved  teaching  activi- 
ties. This  adjustment  is  based  on  the  hospital's  ratio  of  interns  and 
residents  to  its  bed  size. 

Committee  amendment 

The  committee  amendment  specifically  excludes  capital  from  the 
prospective  payment  system  until  October  1,  1986;  such  costs  would 
be  paid  on  a  reasonable  cost  basis  until  the  specified  date.  (See 
Item  9  below  for  a  description  of  a  study  related  to  capital  costs.) 

The  committee  amendment  also  specifically  excludes  direct  medi- 
cal education  costs  from  the  prospective  payment  system;  such 
costs  would  be  paid  on  the  basis  of  reasonable  costs. 

With  respect  to  indirect  medical  education  costs,  an  adjustment 
to  a  hospital's  DRG  rates  would  be  allowed  equal  to  twice  the  ad- 
justment used  in  connection  with  the  section  223  limits  for  such 
costs.  This  adjustment  is  provided  in  the  light  of  doubts  (explicitly 
acknowledged  by  the  Secretary  in  his  recent  report  to  the  Congress 
on  prospective  payment)  about  the  ability  of  the  DRG  case  classifi- 
cation system  to  account  fully  for  factors  such  as  severity  of  illness 
of  patients  requiring  the  specialized  services  and  treatment  pro- 
grams provided  by  teaching  institutions  and  the  additional  costs  as- 
sociated with  the  teaching  of  residents.  The  latter  costs  are  under- 
stood to  include  the  additional  tests  and  procedures  ordered  by  resi- 
dents as  well  as  the  extra  demands  placed  on  other  staff  as  they 
participate  in  the  education  process. 

The  committee  emphasizes  its  views  that  these  indirect  teaching 
expenses  are  not  to  be  subjected  to  the  same  standards  of  ''efficien- 
cy" implied  under  the  DRG  prospective  system,  but  rather  than 
they  are  legitimate  expenses  involved  in  the  postgraduate  medical 
education  of  physicians  which  the  medicare  program  has  historical- 
ly recognized  as  worthy  of  support  under  the  reimbursement 
system. 

The  adjustment  for  indirect  medical  education  costs  is  only  a 
proxy  to  account  for  a  number  of  factors  which  may  legitimately 
increase  costs  in  teaching  institutions.  The  committee  believes  that 
it  is  important,  in  addition,  to  recognize  explicitly  extraordinary 
expenses  in  individual  cases,  and  has  therefore  required  (as  dis- 
cussed elsewhere)  an  expansion  and  modification  of  the  Adminis- 
tration's recommended  policy  regarding  atypical  cases  or  outliers 
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(which  it  is  reasonable  to  expect  would  occur  more  commonly  in 
teaching  hospitals  than  in  other  hospitals). 

3.  Effective  date/ transition 
Present  law 

Under  current  law,  the  section  223  limits  are  authorized  indefi- 
nitely; the  rate  of  increase  limits  do  not  apply  to  hospital  cost  re- 
porting periods  beginning  on  or  after  October  1,  1985. 

Committee  amendment 

The  prospective  payment  system  would  be  effective  for  individual 
hospital  accounting  years  beginning  on  or  after  October  1,  1983, 
and  would  be  phased-in  over  a  three  year  period.  In  year  one,  25 
percent  of  the  payment  would  be  based  on  a  combination  of  nation- 
al and  regional  DRG  rates  (25  percent  national,  75  percent  region- 
al); 75  percent  would  be  based  on  each  hospital's  own  cost-based  ex- 
perience. In  year  two,  50  percent  of  the  payment  would  be  based  on 
a  combination  of  national  and  regional  DRG  rates  (50  percent 
each);  50  percent  would  be  based  on  each  hospital's  cost  experience. 
In  year  three,  75  percent  of  the  payment  would  be  based  on  a  com- 
bination of  DRG  rates  (75  percent  national,  25  percent  regional);  25 
percent  would  be  based  on  each  hospital's  cost  experience.  In  year 
four,  the  entire  payment  would  be  based  on  national  DRG  rates, 
calculated  separately  for  hospitals  located  in  urban  and  rural 
areas.  The  phase-in  of  national  DRG  rates  over  the  three-year 
period  is  designed  to  minimize  disruption  that  might  otherwise 
occur  because  of  sudden  changes  in  reimbursement  levels. 

The  section  223  limits  provided  under  current  law  would  be  re- 
pealed effective  for  hospital  cost  reporting  periods  beginning  on  or 
after  October  1,  1983.  However,  hospitals  or  units  of  hospitals  not 
included  in  the  prospective  payment  system  would  be  subject  to  the 
same  rate  of  increase  limitation  as  contained  in  TEFRA,  including 
the  penalties  and  bonuses.  The  rate  of  increase  used  to  update 
these  limits  would  be  that  which  is  currently  contained  in  TEFRA, 
market  basket  plus  one  percentage  point. 

4.  Exemptions,  exceptions  and  adjustments 
Present  law 

Under  current  law,  section  223  limits  do  not  apply  to  children's 
hospitals,  psychiatric  hospitals,  long-term  care  hospitals  or  to  rural 
hospitals  with  less  than  50  beds.  In  addition,  the  Secretary  is  re- 
quired to  provide  exemptions,  exceptions  and  adjustments  to  the 
limits  as  he  deems  appropriate  to  take  into  account  the  special 
needs  of  psychiatric,  public  and  other  hospitals  that  serve  a  dispro- 
portionate number  of  low-income  and  medicare  beneficiaries  and 
sole  community  providers.  Current  law  also  requires  the  Secretary 
to  provide  exemptions,  exceptions  and  adjustments  to  the  section 
223  limits  as  he  deems  appropriate  to  take  into  account  the  special 
needs  of  new  hospitals,  risk-based  health  maintenance  organiza- 
tions, and  hospitals  providing  atypical  or  essential  services;  ex- 
traordinary circumstances  beyond  a  hospital's  control;  and  for 
other  purposes. 
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Committee  amendment 

Under  the  committee  amendment,  psychiatric,  long-term  care, 
rehabilitation  and  children's  hospitals  would  be  specifically 
exempted  from  the  prospective  payment  system.  The  DRG  classifi- 
cation system  was  developed  for  short-term  acute  care  general  hos- 
pitals and,  as  currently  constructed,  does  not  adequately  take  into 
account  special  circumstances  of  diagnoses  requiring  long  stays  and 
as  used  in  the  medicare  program  is  inappropriate  for  certain 
classes  of  patients.  In  addition,  distinct  part  rehabilitation  or  psy- 
chiatric units  of  acute  care  hospitals  would  be  exempt.  The  Secre- 
tary, under  current  medicare  rules  and  regulations,  has  prescribed 
in  detail  standards  and  criteria  that  distinct  parts  must  meet  in- 
cluding establishment  of  separate  cost  entities  for  cost  reimburse- 
ment and  requirements  that  such  units  have  a  sub-provider  identi- 
fication number. 

The  Secretary  would  be  required  to  provide  for  exceptions  and 
adjustments  to  take  into  account  the  special  circumstances  faced 
by  sole  community  providers.  Such  providers  will  be  paid  on  the 
same  basis  as  all  other  providers  are  paid  in  year  one:  25  percent  of 
the  payment  would  be  based  on  a  blend  of  rural  national  and  re- 
gional DRG  rates  (25  percent  national,  75  percent  regional);  75  per- 
cent would  be  based  on  each  hospital's  own  cost  experience.  In  no 
case  would  total  payments  in  any  one  transition  year  be  less  than 
the  payments  made  in  the  preceding  year. 

The  committee  is  concerned  that,  in  determining  which  hospitals 
have  been  eligible  for  exceptions  and  adjustments  as  sole  communi- 
ty providers  in  the  past,  the  Secretary  has  applied  different  crite- 
ria in  the  different  regions  of  the  country,  including  some  which 
are  very  narrow  and  restrictive.  Therefore,  the  committee  expects 
that  the  Secretary,  in  making  such  determinations  for  sole  commu- 
nity providers  under  the  new  prospective  payment  system,  will  de- 
velop and  take  into  account  a  much  broader  range  of  factors  relat- 
ing to  beneficiary  access  to  basic  hospital  services.  The  committee 
amendment  further  directs  the  Secretary  to  study  the  problems  of 
paying  sole  community  providers  and  report  back  to  the  Congress, 
by  April  1,  1985,  on  equitable  methods  of  paying  these  small  rural 
hospitals  which  take  account  of  their  unique  circumstances,  includ- 
ing their  vulnerability  to  substantial  variations  in  occupancy  rates. 

Under  this  amendment,  the  Secretary  would  also  be  required  to 
provide  exceptions  and  adjustments,  as  he  deems  appropriate,  to 
take  into  account  the  special  needs  of  public  or  other  hospitals  that 
serve  a  disproportionately  large  number  of  low-income  and  part  A 
medicare  beneficiaries.  Concern  has  been  expressed  that  public  hos- 
pitals and  other  hospitals  that  serve  such  patients  may  be  more  se- 
verely ill  than  average  and  that  the  DRG  payment  system  may  not 
adequately  take  into  account  such  factors.  The  Secretary  in  his 
report  to  Congress  stated  that  the  Department  of  Health  and 
Human  Services  would  continue  to  study  ways  of  taking  account  of 
severity  of  illness  in  the  DRG  system. 

Exceptions  and  adjustments  would  also  be  permitted  to  take  into 
account  the  special  needs  of  hospitals  located  in  Alaska  and 
Hawaii,  as  the  Secretary  now  does  in  applying  the  reimbursement 
limits  of  present  law. 
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This  provision  would  exempt  from  the  prospective  payment 
system  hospitals  located  in  geographic  areas  outside  the  fifty  States 
and  the  District  of  Columbia  but  within  the  United  States  for  pur- 
poses of  medicare  (i.e.  territories).  The  cost  experience  of  these  hos- 
pitals may  be  so  varied  that  the  DRG  prospective  payment  system 
may  not  adequately  reflect  the  needs  of  these  hospitals. 

5.  Peer  review 
Present  law 

Under  current  law  the  Secretary  is  required  to  enter  into  con- 
tracts for  utilization  and  quality  control  peer  review  with  profes- 
sional review  organizations  or  other  review  organizations,  includ- 
ing medicare  intermediaries  (subject  to  certain  conditions  and  limi- 
tations). 

Committee  amendment 

The  committee  amendment  would  require  hospitals  to  contract 
with  a  professional  review  organization  (PRO)  selected  by  the  Sec- 
retary to  serve  that  area,  under  title  XI  of  the  Social  Security  Act 
for  the  review  of  admissions,  discharges  and  quality  of  care.  The 
purpose  of  this  contract  is  to  provide  for  the  review  of  the  accuracy 
of  the  diagnostic  information  on  the  hospital's  bills,  the  complete- 
ness and  adequacy  of  the  care  provided,  the  appropriateness  of  its 
medicare  admissions,  and  the  appropriateness  of  the  care  provided 
to  patients  designated  by  the  hospitals  as  outliers.  These  reviews 
would  be  covered  as  a  hospital  cost  of  care  under  Part  A,  but  the 
PRO  would  be  paid  by  the  Secretary  on  behalf  of  the  hospital  on 
the  basis  of  a  budget  approved  by  the  Secretary. 

6.  Payments  to  health  maintenance  organizations  (HMO's) 

and  competitive  medical  plans  (CMPs) 

Present  law 

Under  current  law,  health  maintenance  organizations  (HMO's) 
and  competitive  medical  plans  (CMP's)  may  be  reimbursed  either 
on  the  basis  of  reasonable  costs  or  under  a  risk-based  contract,  a 
payment  equal  to  95  percent  of  the  adjusted  average  per  capital 
cost  (AAPCC)  for  medicare  enroUees  in  the  HMO's  area. 

Committee  amendment 

Under  the  committee  amendment,  an  HMO  or  a  CMP  that  re- 
ceives medicare  payments  on  a  risk-basis  may  choose  to  have  the 
Secretary  directly  pay  hospitals  for  inpatient  hospital  services  fur- 
nished to  medicare  enroUees  of  the  HMO  or  CMP.  The  payment 
amount  would  be  at  the  DRG  rate  and  would  be  deducted  from 
medicare  payments  to  the  HMO  or  CMP.  The  HMO  or  CMP  may 
alternatively  choose  to  continue  to  pay  the  hospital  directly. 

7.  State  cost  control  programs 
Present  law 

Under  current  law,  the  Secretary  has  authority  to  establish 
medicare  demonstration  projects.  There  are  currently  four  State- 
wide medicare  demonstrations  (Maryland,  Massachusetts,  New 
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Jersey,  New  York)  and  one  area-wide  demonstration  (Rochester, 
New  York). 

In  addition,  the  Secretary  is  authorized,  at  the  request  of  a  State, 
to  pay  for  medicare  services  according  to  the  State's  hospital  cost 
control  system  if  such  system — 

(1)  applies  to  substantially  all  non-Federal  acute  care  hospi- 
tals in  the  State; 

(2)  applies  to  at  least  75  percent  of  all  inpatient  revenues  or 
expenses  in  the  State; 

(3)  provides  assurances  that  payors,  hospital  employees  and 
patients  are  treated  equitably;  and 

(4)  provides  assurances  that  the  State's  system  will  not  result 
in  greater  medicare  expenditures  over  a  three-year  period  than 
would  otherwise  have  been  made. 

(To  date,  no  State  systems  have  been  approved  under  this  author- 
ity.) 

Committee  amendment 

The  Secretary  would  be  authorized  to  make  medicare  payments 
under  a  State  system  if  five  conditions  were  met — the  four  in  cur- 
rent law,  plus  the  condition  that  the  State  system  will  not  preclude 
HMO's  or  CMP's  from  negotiating  directly  with  hospitals  with  re- 
spect to  payments  for  inpatient  hospital  services.  In  approving  new 
waivers  for  State  systems,  the  Secretary  would  be  prohibited  from 
(1)  denying  an  application  of  a  State  on  the  grounds  that  the 
State's  system  is  based  on  a  payment  methodology  other  than 
DRGs  or  (2)  requiring  that  payments  made  for  medicare  patients 
under  the  State's  system  be  less  than  the  payments  which  would 
have  been  made  under  the  Federal  prospective  payment  system. 

If  the  Secretary  determines  that  the  test  of  whether  or  not  a 
State  system  is  resulting  in  medicare  payments  in  excess  of  what 
would  otherwise  have  been  paid  under  the  Federal  system  is  based 
on  the  State  maintaining  a  rate  of  increase  in  payments  for  medi- 
care hospital  inpatient  services  at  no  more  than  a  specified  per- 
centage increase  above  a  base  payment  amount  for  such  services, 
then  the  State  has  the  option  of  applying  such  test  either  on  an 
aggregate  payment  basis  or  on  the  basis  of  the  payment  amount 
per  inpatient  discharge  on  admission.  If  the  Secretary  determines 
that  the  test  is  based  on  the  State  maintaining  a  rate  of  increase  in 
aggregate  payments  for  medicare  hospital  inpatient  services  com- 
pared to  a  national  percentage  increase  in  total  payments  for  such 
services,  the  Secretary  cannot  deny  a  State's  application  for  a 
waiver  on  the  ground  that  State's  rate  of  increase  in  such  pay- 
ments must  be  less  than  the  national  average  rate  of  increase. 

For  existing  State  systems,  the  Secretary  must  judge  their  effec- 
tiveness on  the  basis  of  their  rate  of  increase  or  inflation  in  medi- 
care inpatient  hospital  payments  compared  to  the  national  rate  of 
increase  or  inflation  for  such  payments.  The  State  would  retain  the 
option  to  have  the  test  applied  during  the  transition  period  (3 
years)  on  the  basis  of  either  aggregate  payments  or  payments  per 
inpatient  admission  or  discharge.  After  the  transition  period,  this 
test  would  no  longer  apply,  and  such  State  systems  would  be  treat- 
ed in  the  same  fashion  as  other  waivered  systems. 
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If,  subsequent  to  implementation  of  a  State  program,  the  Secre- 
tary determines  that  the  amounts  paid  over  a  three-year  period 
under  a  State  system  exceed  what  medicare  would  have  otherwise 
paid  over  the  same  three-year  period,  the  Secretary  may  reduce 
subsequent  payments  to  hospitals  under  the  State  system  by  that 
amount. 

For  those  States  which  currently  have  a  medicare  wai'  er,  the 
Secretary  would  be  required  to  continue  the  State  program,  if,  and 
for  so  long  as,  the  five  conditions  noted  above  are  met. 

The  committee  amendment  provides  that  the  Secretary  would, 
upon  request  of  a  State,  modify  the  terms  of  the  current  demon- 
stration agreement  that  provides  that  the  State's  rate  of  increase 
in  medicare  hospital  costs  be  1.5  percent  below  the  national  rate  of 
increase  in  medicare  hospital  costs. 

Under  the  committee  amendment,  the  Secretary  would  be  re- 
quired to  approve  any  State  plan  which  meets  the  following  re- 
quirements in  addition  to  those  that  are  included  in  the  current 
law  and  the  one  noted  above:  that  the  system  (1)  is  operated  direct- 
ly by  the  State  or  an  entity  designated  by  State  law;  (2)  is  prospec- 
tive; (3)  provides  for  hospitals  to  make  such  reports  as  the  Secre- 
tary requires;  (4)  provides  satisfactory  assurances  that  it  will  not 
result  in  admission  practices  which  will  reduce  treatment  to  low- 
income,  high  cost,  or  emergency  patients;  (5)  will  not  red  ice  pay- 
ments without  60  days'  notice  to  the  Secretary  and  to  hospitals; 
and  (6)  provides  satisfactory  assurances  that  in  the  development  of 
the  system,  the  State  has  consulted  with  local  governmental  offi- 
cials concerning  the  impact  of  the  system  on  public  hospitals.  The 
Secretary  would  be  required  to  respond  to  requests  from  States  ap- 
plying under  these  eleven  conditions  within  60  days  of  the  date  the 
request  is  submitted  to  the  Secretary. 

8.  Administrative  and  judicial  review 

Present  law 

Under  current  law,  a  provider  may  request  administrative 
review  By  the  Provider  Reimbursement  Review  Board  (PRRB)  of  a 
final  decision  of  a  fiscal  intermediary  regarding  ties  on  the  provid- 
er cost  report,  subject  to  certain  conditions.  A  provider  may  appeal 
the  PRRB  decision  to  Federal  court  or,  where  it  involves  a  question 
of  law  or  regulation  which  the  PRRB  does  not  have  the  authority 
to  review,  the  provider  may  appeal  directly  to  Federal  court. 

Committee  amendment 

The  committee  amendment  would  provide  for  the  same  proce- 
dures for  administrative  and  judicial  review  of  payments  under  the 
prospective  system  as  is  currently  provided  for  cost-based  pay- 
ments. In  general,  the  same  conditions,  which  now  apply  for  review 
by  the  PRRB  and  the  courts,  would  continue  to  apply. 

With  respect  to  administrative  and  judicial  review,  your  Commit- 
tee's bill  would  permit  review  except  in  the  narrow  cases  necessary 
to  maintain  budget  neutrality  and  avoid  adversely  affecting  the  es- 
tablishment of  the  diagnosis  related  groups,  the  methodology  for 
the  classification  of  discharges  within  such  groups,  and  the  appro- 
priate weighting  of  such  groups. 
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The  committee  amendment  also  permits  action  to  be  brought 
jointly  by  several  providers  in  a  judicial  district  in  which  the  great- 
est number  of  such  providers  are  located.  Any  appeals  for  judicial 
review  brought  by  providers  which  are  under  common  ownership 
or  control  would  have  to  be  brought  as  a  group,  with  the  PRRB  or 
the  district  court,  in  any  appeal  involving  an  issue  common  to  such 
providers. 

9.  Studies  and  reports 

Present  law 

Current  law  directed  the  Secretary  to  develop  and  report  to  Con- 
gress on  proposals  to  reimburse  hospitals,  skilled  nursing  facilities, 
and,  to  the  extent  possible,  other  providers  on  a  prospective  basis. 

Committee  amendment 

The  committee  amendment  requires  the  Secretary  to  conduct 
studies  and  to  report  to  Congress  on  the  following: 

(a)  Report  annually,  through  fiscal  year  1987,  on  the  progress 
of  implementation  and  the  impact  of  the  payment  methodology 
on  classes  of  hospitals,  beneficiaries,  other  classes  of  payers  for 
inpatient  hospital  services,  and  other  providers. 

(b)  Collect  the  data  necessary  to  determine  the  relationship 
between  physician  charges  and  inpatient  services,  and  report 
to  Congress  by  January  1985  with  legislative  recommendation 
for  prospective  payments  for  physician  services  based  on  a 
DRG-type  classification  of  cases.  In  addition,  the  Secretary  is 
directed  to  examine  ways  to  assure  that  information  is  trans- 
ferred between  parts  A  and  B  of  the  program,  particularly 
with  respect  to  those  cases  when  a  denial  of  coverage  is  made 
under  part  A,  thereby  raising  questions  about  the  appropriate- 
ness of  the  reimbursement  claimed  under  part  B  by  an  attend- 
ing physician  or  physicians. 

(c)  Study  the  application  of  severity  of  illness,  intensity  of 
care,  or  such  other  modifications  to  the  diagnosis  related 
groups  and  report  to  the  Congress  by  December  1985  on  the  ad- 
visability and  feasibility  of  providing  for  the  application  of 
such  modifications.  In  addition,  the  Secretary  should  report  on 
the  appropriate  treatment  of  uncompensated  care  costs  and  ad- 
justments that  might  be  appropriate  for  large  teaching  hospi- 
tals located  in  rural  areas. 

(d)  Report  on  the  feasibility  and  impact  of  eliminating  sepa- 
rate urban  and  rural  prospective  payment  rates  of  applying 
the  prospective  system  to  all  payers,  and  the  advisability  of 
having  hospitals  make  available  information  on  the  levels  of 
payments  accepted  by  both  public  programs  and  by  classes  of 
private  payers. 

(e)  The  Secretary  will  continue  hospital  demonstrations  in 
areas  with  critical  shortages  of  skilled  nursing  facilities  to 
study  the  feasibility  of  providing  alternative  systems  of  care  or 
of  methods  of  payment.  The  Secretary  is  also  directed  to  ap- 
prove a  continuation  for  the  On  Lok  demonstration. 

(f)  Study  the  severity  of  illness  and  intensity  of  care  differ- 
ences between  hospital  and  community-based  skilled  nursing 
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facilities  (SNFs),  and  make  recommendations  with  respect  to 
SNF  payment  by  December  31,  1983.  In  addition,  the  commit- 
tee amendment  delays  for  one  year  the  implementation  of  sec- 
tion 102  of  TEFRA  concerning  a  single  reimbursement  limit 
for  skilled  nursing  facilities. 
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deferral  authorized  as  a  result  of  substantial  changes  in  its  unem- 
ployment compensation  law,  the  credit  reduction  would  be  0.1  in- 
stead of  at  least  0.3  percentage  points.  The  lower  credit  reductions 
would  be  authorized  only  for  taxable  years  1983,  1984,  and  1985  li- 
abilities. 

The  January  1st  of  each  year  for  which  a  State  qualifies  for  a 
partial  limitation  on  the  offset  credit  reduction  will  be  taken  into 
account  for  purposes  of  determining  future  offset  credit  reductions. 
The  credit  reduction  applicable  in  each  subsequent  year  after  the 
partial  limitation  is  in  effect  would  continue  to  be  reduced  by  the 
amount  by  which  the  offset  credit  was  reduced. 

Effective  date. — Date  of  enactment. 

MODIFICATION  OF  INTEREST  PROVISIONS 

Present  law 

Present  law  imposes  interest  of  up  to  10  percent  per  year  on 
loans  obtained  by  the  States  after  April  1,  1982,  except  for  "cash 
flow"  loans  that  States  repay  by  the  end  of  the  fiscal  year  in  which 
the  loans  were  obtained.  A  State  can  defer  payment  of  its  interest 
due  for  the  fiscal  year  by  paying  25  percent  in  each  of  four  years 
beginning  with  the  year  in  which  the  interest  is  due.  Interest  ac- 
crues, however,  on  the  deferred  interest. 

Committee  amendment 

The  committee  amendment  would  make  the  provisions  imposing 
interest  on  the  States  permanent.  It  would  also  provide  for  another 
deferral  and  a  discounted  interest  rate  for  which  States  could  apply 
if  they  meet  certain  conditions  as  certified  by  the  Secretary  of 
Labor. 

The  new  deferral  would  be  80  percent  of  the  amount  due  for  the 
fiscal  year.  It  would  be  authorized  for  interest  accrued  only  for 
fiscal  years  1983,  1984,  and  1985.  The  deferred  amount  would  be 
payable  in  4  installments  in  the,  succeeding  years  equal  to  at  least 
20  percent  of  the  original  amount  of  interest  due.  A  State  would  be 
required  to  meet  two  conditions  to  qualify  for  the  deferral: 

(1)  no  action  has  been  taken  to  reduce  its  tax  effort  or  trust 
fund  solvency;  and 

(2)  action  (certified  by  the  Secretary  of  Labor)  after  October 
1,  1982,  has  been  taken  which  would  increase  revenues  and  de- 
crease benefits  by  a  total  of  30  percent  in  the  calendar  year  im- 
mediately following  the  fiscal  year  for  which  the  first  deferral 
is  requested.  Deferral  in  the  years  immediately  following  the 
year  in  which  the  first  year  change  is  effective  may  be  received 
if  changes  of  40  and  50  percent  are  made. 

The  discounted  interest  rate  would  be  one  percentage  point 
below  the  interest  rate  that  would  otherwise  apply.  It  would  be  au- 
thorized for  interest  accrued  only  for  fiscal  years  1983,  1984,  and 
1985.  It  would  be  available  under  the  same  conditions  as  the  new 
deferral  above,  except  the  required  percentage  changes  in  (2)  would 
be  higher  at  50,  80,  and  90  percent,  respectively. 

For  purposes  of  determining  whether  a  State  meets  the  condi- 
tions in  (2)  above,  the  Secretary  of  Labor  will  provide  an  estimate 
of  the  unemployment  rate  for  the  base  year,  the  calendar  year  in 
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which  the  deferral  is  requested.  The  level  of  benefits  and  revenue 
liabilities  will  be  determined  using  the  State  law  in  effect  before 
passage  of  the  legislation.  The  estimate  of  changes  as  a  result  of 
new  legislation  will  be  made  from  the  base  year  in  each  year  for 
which  a  deferral  is  requested.  Once  a  deferral  is  approved,  a  State 
must  continue  to  maintain  its  solvency  effort.  Failure  to  do  so 
would  result  in  immediate  payment  of  all  deferred  interest. 

Increases  in  the  taxable  wage  base  from  $6,000  to  $7,000  after 
calendar  year  1982  and  increases  in  the  maximum  tax  rate  to  5.4 
percent  after  calendar  year  1984  will  not  be  counted  for  purposes  of 
meeting  condition  (2). 

States  will  not  be  penalized  or  rewarded  if  economic  events 
change  from  those  used  in  the  base  year  for  computing  eligibility 
under  condition  (2). 

Effective  date. — Date  of  enactment. 

CHANGE  IN  SECOND  YEAR  ADDITIONAL  CREDIT  REDUCTION 

Present  law 

Present  law  provides  that  a  State,  in  the  second  year  in  which 
the  offset  credit  reduction  is  imposed  to  repay  outstanding  loans, 
may  be  subject  to  an  additional  credit  reduction  equal  to  the 
amount  by  which  the  State's  average  tax  rate  is  lower  than  2.7  per- 
cent. The  average  tax  rate  and  the  2.7  percent  are  computed  from 
the  ratio  of  taxes  collected  to  State  and  Federal  taxable  wages,  re- 
spectively. Taxable  wages  are  determined  by  the  taxable  wage 
base.  Any  wages  above  the  taxable  wage  base  are  therefore  not  in- 
cluded. 

In  States  where  the  taxable  wage  base  exceeds  the  Federal  tax- 
able wage  base  of  $7,000,  the  tax  rate  base  on  the  State's  taxable 
wages  will  be  lower  than  it  would  be  if  their  taxable  wage  bases 
were  $7,000.  This  could  activate  the  additional  credit  reduction  in 
the  second  year  even  though  these  States  have  relatively  higher 
tax  efforts. 

Committee  amendment 

The  committee  amendment  would  change  the  computation  of  the 
average  tax  rate  to  reflect  the  ratio  of  the  federal  unemployment 
tax  base  to  the  national  average  wage  in  covered  employment. 

Effective  date.— Taxable  year  1983. 

CHANGE  IN  THE  DATE  INTEREST  IS  DUE 

Present  law 

Present  law  requires  that  interest  is  due  no  later  than  the  first 
day  of  the  next  fiscal  year.  If  the  first  day  of  the  next  fiscal  year 
falls  on  a  weekend,  interest  is  due  in  the  prior  fiscal  year.  Other- 
wise, it  is  due  on  the  first  day  of  the  next  fiscal  year. 

Committee  amendment 

The  committee  amendment  requires  that  interest  be  paid  before 
the  first  day  of  the  next  fiscal  year. 
Effective  date. — Date  of  enactment. 
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COLLECTION  INTEREST 

Present  law 

Present  law  provides  no  mechanism  through  which  the  Federal 
Government  can  collect  interest  from  the  States  if  the  States  do  not 
pay  interest  when  it  is  due. 

Committee  amendment 

The  committee  amendment  would  require  the  collection  of  delin- 
quent interest  charges  one  year  after  they  are  due  by  a  reduction 
in  the  FUTA  credit  of  0.1  percentage  point.  Any  amount  collected 
during  the  imposition  of  this  provision  exceeding  the  overdue  inter- 
est would  be  applied  to  the  outstanding  loan  as  an  involuntary  re- 
payment. This  provision  would  provide  a  specific  collection  mecha- 
nism to  assure  the  payment  of  interest  pending  completion  of  any 
conformity  proceeding  which  is  implicitly  but  clearly  required  for 
nonpayment  of  interest  by  a  State. 

Effective  date. — Date  of  enactment. 

Costs  of  Carrying  Out  the  Provisions  of  the  Bill 

U.S.  Congress, 
Congressional  Budget  Office, 
Washington,  RC,  March  11,  1983. 

Hon.  Robert  J.  Dole, 
Chairman,  Committee  on  Finance, 
Washington,  D.C. 

Dear  Mr.  Chairman:  Pursuant  to  Section  403  of  the  Congres- 
sional Budget  Act  of  1974,  the  Congressional  Budget  Office  has  pre- 
pared the  attached  cost  estimate  for  S.l,  the  Social  Security  Act 
Amendments  of  1983,  as  ordered  reported  by  the  Senate  Committee 
on  Finance  on  March  10,  1983, 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 
Sincerely, 

James  Blum 
(For  Alice  M.  Rivlin,  Director). 

Congressional  Budget  Office  Cost  Estimate 

1.  Bill  number:  S.  1. 

2.  Bill  title:  Social  Security  Act  Amendments  of  1983. 

3.  Bill  status:  As  ordered  reported  by  the  Senate  Committee  on 
Finance  on  March  10,  1983. 

4.  Bill  purpose:  To  amend  the  Social  Security  Act  to  assure  the 
solvency  of  the  Social  Security  trust  funds;  to  accelerate  presently 
scheduled  payroll  tax  increases;  to  tax  50  percent  of  certain  indi- 
viduals' benefits;  to  increase  the  self-employed  tax;  to  delay  the 
payment  of  cost-of-living  adjustments;  to  reform  the  Medicare  reim- 
bursement of  hospitals;  to  extend  the  federal  supplemental  compen- 
sation program;  and  for  other  purposes. 
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5.  Estimated  cost  to  the  Federal  Government:  The  following  table 
shows  the  estimated  costs  of  this  bill  to  the  federal  government. 

Because  no  draft  language  has  been  received,  CBO  cannot  esti- 
mate certain  provisions  in  this  bill  at  this  time.  These  provisions 
relate  to  the  Unemployment  Insurance  and  SSI  programs.  The  cost 
estimate  for  the  remaining  provisions  present  the  best  estimates 
based  on  current  information. 

TABLE  l.-ESTIMATED  BUDGET  AUTHORITY,  OUTLAY,  AND  REVENUE  IMPACTS  OF  S.  1,  THE  SOCIAL 
SECURITY  ACT  AMENDMENTS  OF  1983 

[By  fiscal  year,  in  millions  of  dollars] 

1983  1984  1985  1986  1987  1988 


Spending: 

Function  550: 

Budget  authority   3,439  1,001  1,985  2,283  2,665  2,987 

Outlays   105  93  -33  -131  -135  -140 

Function  600: 

Budget  authority   22,235  14,084  14,713  14,503  16,673  30,457 

Outlays   341  -3,067  -3,447  -3,626  -3,764  -4,140 

Function  700: 

Budgei  authority   0  -89  -58  -58  -60  -63 

Outlays   -25  -54  -58  -58  -60  -63 

Total  spending: 

Budget  authority   25,675  14,996  16,640  16,728  19,278  33,381 

Outlays   421  -3,028  -3,538  -3,815  -3,959  -4,343 

Revenues   0  6,466  7,579  7,453  8,889  19,825 

Change  in  unified  budget  deficit   421  -9,494  -  11,117  -11,268  -12,848  -24,168 


The  spending  effects  of  this  bill  fall  within  budget  functions  550, 
600  and  700.  The  budget  authority  is  the  net  result  of  higher  inter- 
est income  on  higher  trust  fund  balances  for  the  Old  Age  Survivors 
Insurance  (OASI),  the  Disability  Insurance  (DI)  and  Hospital  Insur- 
ance (HI)  programs,  transfers  to  the  trust  funds  from  the  general 
fund  of  the  U.S.  Treasury,  and  required  additional  budget  authori- 
ty for  the  Supplemental  Security  Income  (SSI),  Supplementary 
Medical  Insurance  (SMI),  Food  Stamps,  Veteran's  Pensions  and 
Medicaid  programs. 

Basis  of  estimate:  This  bill  generally  incorporates  the  January, 
1983  recommendations  of  the  National  Commission  on  Social  Secu- 
rity Reform.  It  also  incorporates  provisions  affecting  the  Medicare, 
Supplemental  Security  Income  and  Unemployment  Insurance  Pro- 
grams. Table  2,  shows  the  costs,  savings  and  revenue  impacts  of 
this  bill  to  the  federal  government. 

One  major  purpose  of  this  bill  is  to  ensure  the  continued  pay- 
ment of  all  Social  Security  benefits.  The  impact  of  some  of  the  pro- 
visions in  the  bill  on  the  financial  status  of  the  Social  Security 
trust  funds  differs  from  their  impact  on  the  federal  budget.  Many 
provisions  transfer  funds  within  the  government,  which  has  no 
impact  on  budget  outlays  or  receipts.  In  addition,  the  savings  to 
and  income  into  the  trust  funds  generate  additional  interest 
income  or  budget  authority.  This  income  also  does  not  affect  the 
unified  budget  deficit.  The  impact  of  the  bill  on  the  trust  funds 
therefore  is  shown  separately  in  Table  3. 
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TABLE  2.-ESTIMATED  OUTU\Y  AND  REVENUE  CHANGES  TO  THE  UNIFIED  FEDERAL  BUDGET 
RESULTING  FROM  S.  1,  THE  SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1983 

[By  fiscal  year,  in  millions  of  dollars] 


1983         1984  1985         1986         1987  1988 


Outlay  changes: 


Delay  COLA  6  months: 


7  lf\A 

Q  7QQ 

1  998 

A  A77 
—  4,4/0 

A  7nc 

—  4,/UD 

1  Q1 
—  D,lol 

SSI  

inn 
—  lUU 

1  on 

1 7n 
—  LIU 

1 7n 
—  1/U 

1  7C 

01  n 
—  ZIU 

—  Zj 

—  Oh 

—  Oo 

—  00 

An 

—  DU 

—  DO 

n 
U 

01 

40 

Di 

DO 

DO 

Medicare  premium  delay: 

1 1  ji 
114 

CO 

DO 

nn 

oni 
—  ^Ul 

one 

01 1 
—  III 

Ml 

\ 

n  ) 
\  1 

\  1 

\  1 

V  ; 

\  1 

Offset:  Medicaid  

-9 

-5 

1 

15 

16 

16 

Increase  SSI  benefits:  SSI  

250 

750 

845 

840 

875 

935 

Offsets: 

Food  stamps  

-40 

-165 

-170 

-170 

-175 

-175 

Medicaid  

0 

35 

50 

55 

55 

55 

Extend  FSC  program  for  6  months:  ^ 

Unemployment  compensation  

2,070 

120 

0 

0 

0 

0 

Offsets  to  food  stamps  and  AFDC  

-135 

-8 

0 

0 

0 

0 

Prospective  payment  system  

0 

0 

0 

State  waiver  change  

0 

(M 

(M 

(M 

(M 

Miscellaneous  outlay  impacts: 

OASDI  

0 

122 

230 

296 

364 

438 

SSI  and  AFDC  

(^) 

(') 

Total  outlay  changes  

421 

-3,028 

-3,538 

-3,815 

-3,959 

-4,343 

nue  changes 

FICA  increase: 

OASDI 

0 

6,361 

2,349 

0 

0 

10,272 

Railroad  retirement  

0 

'  45 

0 

0 

0 

'  61 

1984  FICA  Tax  Credit  

0 

-3,240 

-985 

0 

0 

0 

Other  FICA  Tax  Offsets  

0 

-795 

-147 

0 

0 

-1,284 

SECA  tax  increase  

0 

1,408 

4,304 

4,382 

4,747 

5,199 

SECA  Tax  Credit  

0 

-893 

-2,645 

-2,481 

-2,397 

-2,447 

Cover  nonprofit  employees  

0 

1,118 

1,697 

1,955 

2,297 

2,853 

Nonprofit  workers  income  tax  offsets  

0 

-141 

-212 

-244 

-287 

-357 

Cover  new  Federal  workers  

0 

61 

185 

315 

455 

636 

State  speedup  

0 

1,600 

200 

136 

104 

200 

Tax  50  percent  of  benefits  

OASDI  

0 

780 

2,769 

3,316 

3,885 

4,594 

Railroad  Retirement  

0 

20 

64 

74 

85 

98 

Increased  tax  revenues  from  FSC  extension^ 

0 

142 

0 

0 

0 

0 

Total  revenue  changes  

0 

6,466 

7,579 

7,453 

8,889 

19,825 

Total  impact  on  united  budget  deficit  

421 

-9,494 

-11,117 

-11,268 

-12,848 

-24,168 

» Less  than  $0.5  million. 

^This  bill  contains  no  estimates  relating  to  unemployment  trust  fund  loan  reform. 

3  The  budgetary  impact  cannot  be  estimated  because  the  bill  would  allow  the  Secretary  of  Health  and  Human  Services,  as  advised  by  a  panel  of 
experts,  nearly  unlimited  discretion  in  setting  payment  rates  for  inpatient  hospital  services.  Those  rates  could  be  set  such  that  Medicare  outlays  in 
the  aggregate  would  increase  or  decrease. 

*  The  cost  of  this  provision  cannot  be  estimated  becaue  it  depends  on  the  actions  of  state  hospital  rate-setting  commissions  in  Massachusetts 
and  New  York. 

*  SSI  costs  do  not  include  costs  of  the  provision  requiring  notices  to  be  sent  to  social  security  beneficiaries  informing  them  about  SSI.  See  the 
text  for  details. 

Source:  CBO  estimates  based  on  February,  1983  economic  assumptions. 
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TABLE  3.-ESTIMATED  CHANGES  IN  OASI,  Dl  AND  HI  TRUST  FUND  OUTLAYS  AND  INCOME  RESULTING 
FROM  S.  1,  THE  SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1983 

[By  fiscal  years,  in  millions  of  dollars] 


1983  1984  1985  1986  1987  1988 


Trust  fund  outlay  changes: 
6-month  COLA  delay: 

OASI   -1,519  -3,394  -3,805     -4,049  -4,272  -4,712 

Dl   -185  -399  -423      -424  -434  -469 

Miscellaneous  provisions: 

OASI   0  122  230         296  364  438 

Total  outlay  changes: 

OASI   -1,519  -3,272  -3,575     -3,753  -3,908  -4,274 

Dl   -185  -399  -423      -424  -434  -469 

Total   -1,704  -3,671  -3,998     -4,177  -4,342  -4,743 


Trust  fund  Income  changes: 

lax  DU  percent  or  Deneriis:  uaoI"  

u 

/oU 

0,OlD 

0,000 

PICA  tax  speedup: 

u 

Aid 

1  Q7/I 
1,3/4 

u 

U 

O,D0l 

Dl  

0 

966 

403 

0 

0 

1,764 

SECA  tax  increase: 

OASI  

0 

856 

2,525 

2,447 

2,608 

2,912 

Dl  

0 

175 

517 

501 

534 

597 

HI  

0 

377 

1,262 

1,434 

1.605 

1,670 

Cover  newly  hired  Federal  workers: 

OASI  

0 

104 

314 

536 

774 

1.081 

Dl  

0 

18 

56 

94 

136 

191 

Cover  non-profit  organizations: 

OASI  

0 

712 

1,083 

1,226 

1.427 

1.763 

Dl 

0 

189 

288 

332 

390 

485 

HI  

0 

216 

326 

397 

480 

605 

Military  transfer  credits: 

OASI  

16,800 

-380 

-385 

-210 

-220 

-210 

Dl  

2,300 

-60 

-60 

-35 

-35 

-35 

HI  

3,290 

-70 

-70 

-60 

-60 

-60 

Uncashed  checks: 

OASI  

680 

43 

43 

43 

43 

43 

Dl  

120 

7 

7 

7 

7 

7 

State  speedup:  OASDHI  

0 

1,600 

200 

136 

104 

200 

Total  income  changes; 

OASDI  

19,900 

10,487 

9,734 

8.393 

9.653 

22,023 

HI  

3,290 

523 

1,518 

1,771 

2,025 

2.215 

Total 

23,190 

11,010 

11.252 

10.164 

11.678 

24,238 

Total  outlay  and  income  infusions  to  trust  funds: 

OASDI  

21,604 

14,158 

13,732 

12,570 

13,995 

26,761 

OASDHI  

24,894 

14,681 

15,250 

14,341 

16,020 

28,981 

Estimated  interest  income 

OASDI  

290 

2,948 

4,428 

5.559 

6.442 

7.770 

OASDHI  

335 

3,333 

4,928 

6.202 

7,217 

8,682 

Total  annual  increase  in  trust  funds: 

OASDI  

21,894 

17,106 

18,160 

18,129 

20,437 

34,531 

OASDHI  

25,229 

18,014 

20,178 

20,543 

23.237 

37,663 

>  Assumes  no  reallocation  between  OASI  and  Dl  trust  funds. 
2  Assumes  ail  revenues  allocated  to  OASI  trust  fund. 

Source:  CBO  estimates  based  on  February  1983  economic  assumptions. 


A  Section  by  section  description  for  the  basis  of  the  estimates  for 
the  provisions  in  this  bill  having  major  cost  impact  is  given  below. 
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These  estimates  were  prepared  from  a  draft  of  the  bill  before  Com- 
mittee amendments  were  added  and  from  mark-up  documents.  No 
bill  as  amended  has  been  received. 

PROVISIONS  AFFECTING  THE  FINANCING  OF  THE  SOCIAL  SECURITY 

SYSTEM 

Cover  new  Federal  employees 

This  provision  extends  Social  Security  coverage  to  all  new  per- 
manent federal  civilian  employees  as  of  January  1,  1984.  The  pro- 
posal is  expected  to  cover  about  150,000  new  permanent  federal  en- 
trants per  year  through  1988.  The  proposal  raises  $61  million  in 
unified  budget  revenues  in  fiscal  year  1984  and  $1.7  billion  in  rev- 
enues from  fiscal  year  1984  through  1988. 

This  provision  assumes  no  change  in  the  current  Civil  Service 
Retirement  system  for  those  federal  workers  newly  covered  by 
Social  Security.  No  impact  of  any  Civil  Service  change  is  given  in 
this  estimate. 

The  estimate  is  based  on  CBO's  current  economic  and  federal 
employment  assumptions. 

Cover  workers  in  non-profit  organizations 

The  provision  requires  mandatory  coverage  of  all  employees  of 
non-profit  institutions  and  organizations.  Approximately  20  percent 
of  employees  of  non-profit  organizations  and  institutions  are  not 
currently  covered  by  Social  Security.  Covering  the  last  20  percent 
of  non-profit  employees  raises  $1  billion  in  fiscal  year  1984  and  $8.7 
billion  in  fiscal  years  1984  through  1988. 

The  extension  of  mandatory  coverage  to  all  non-profit  employees 
results  in  an  income  tax  offset  against  the  increase  in  OASDHI 
revenues.  The  offset  equals  25  percent  of  the  employer  contribution 
and  reduces  income  tax  revenues.  Income  tax  revenues  are  estimat- 
ed to  fall  because  it  is  assumed  that  non-profit  employers  pass  the 
entire  pa)rroll  tax  increase  onto  their  employees  in  the  form  of 
lower  wages  and  salaries. 

The  estimate  was  based  on  CBO's  economic  assumptions  using 
the  Social  Security  Administration's  short-term  revenue  forecast- 
ing model. 

Termination  of  State  and  local  coverage 

Currently,  state  and  local  governments  can  terminate  Social  Se- 
curity coverage  upon  giving  two  years  notice  of  their  intention  to 
withdraw,  and  then  doing  so.  This  provision  would  prohibit  any 
such  withdrawals,  effective  with  the  bill's  enactment. 

CBO's  current  law  revenue  estimates  do  not  assume  reductions 
in  trust  fund  income  that  could  result  from  withdrawals  of  certain 
state  and  local  governments.  Thus,  there  would  be  no  revenue  gain 
to  the  CBO  baseline  estimates  from  prohibiting  such  withdrawals. 

Delay  payment  of  annual  cost-of-living  adjustment  from  July  to 
January  of  each  year 

This  section  delays  the  payment  of  future  cost-of-living  adjust- 
ments (COLA's)  for  Social  Security  for  six  months,  from  July  to 
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January  of  each  year.  In  addition,  the  provision  changes  the  base 
period  from  which  the  COLA  is  calculated. 

The  COLA  is  measured  by  the  growth  in  the  Consumer  Price 
Index  (CPI)  from  the  first  calendar  quarter  of  the  previous  year  to 
the  first  quarter  of  the  current  year.  Whenever  the  increase  is 
greater  than  three  percent,  an  adjustment  to  the  benefits  paid  each 
July  is  made.  The  July,  1983,  COLA  will  be  paid  in  January,  1984 
under  this  provision,  and  will  be  based  on  the  current  law  indexing 
period.  Subsequent  adjustments  will  be  based  on  the  CPI  growth 
from  the  third  quarter  of  one  year  to  the  next.  The  table  below 
shows  the  CBO  COLA  assumptions  under  current  law  and  under 
this  provision. 


ASSUMED  PERCENTAGE  INCREASE  IN  SOCIAL  SECURITY  BENEFITS  UNDER  CURRENT 
UWAND  UNDER  S.l 


1983  1984 

1985 

1986 

1987 

1988 

Current  law— July  

  4.1  4.6 

4.5 

4.2 

4.0 

3.8 

Proposed— January  

  0.0  4.1 

4.6 

4.4 

4.1 

3.8 

This  bill  also  guarantees  that  a  January,  1984  COLA  will  be 
given,  even  if  the  rate  of  inflation  is  so  low  that  the  adjustment  is 
less  than  three  percent.  Since  CBO's  current  economic  assumptions 
have  this  COLA  adjustment  at  4.1  percent  in  1984,  this  clause  has 
no  cost  effect. 

The  change  in  the  COLA  base  and  date  of  payment  is  expected  to 
save  $24  billion  in  Social  Security  benefits  over  the  period,  and  an 
additional  $1.3  billion  in  SSI  and  other  benefits  directly  linked  to 
this  COLA.  These  COLA  changes  would  increase  food  costs  by  $240 
million  over  the  period  as  incomes  of  food  stamps  recipients  de- 
cline. 

Taxation  of  50  percent  of  social  security  and  railroad  retirement 
benefits  for  individuals  with  income  above  $25,000  and  married 
couples  above  $32,000 

This  provision  includes  in  taxpayers'  adjusted  gross  income  (AGI) 
half  of  Old  Age,  Survivors  and  Disability  Insurance  (OASDI)  iDene- 
fits  when  those  benefits  plus  AGI  exceeds  a  threshold  amount.  For 
the  purpose  of  taxing  half  of  OASDI  benefits,  the  interest  from  tax 
free  bonds  is  added  to  AGI.  The  threshold  is  $25,000  for  single  re- 
turns, $32,000  for  joint  returns,  and  zero  for  married  couples  filing 
separately.  This  limit  would  be  calculated  including  an  individual's 
or  couple's  tax  exempt  income,  although  this  income  would  not 
count  towards  determining  one's  marginal  tax  rates.  The  amount 
of  benefits  included  in  AGI  would  be  the  lesser  of  either  50  percent 
of  benefits  or  the  one-half  of  the  balance  of  the  taxpayers'  summed 
income  over  the  threshold. 

The  provision  raises  $800  million  in  fiscal  year  1984  and  $15.3 
billion  from  fiscal  year  1984  through  1988.  The  revenue  effects  are 
derived  from  the  Joint  Committee  on  Taxation  estimates  based  on 
the  Social  Security  Trustees'  II-B  assumptions,  with  benefit 
amounts  lowered  to  take  account  of  the  CBO's  lower  inflation  (and 
therefore  cost-of-living  adjustments)  projections. 
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Increase  social  security  payroll  tax  (FICA)  and  1984  tax  credit 

The  provision  accelerates  the  OASDI  payroll  tax  (FICA)  increases 
for  employees  and  employers.  The  payroll  tax  increases  to  5.7  per- 
cent from  5.4  percent  on  January  1,  1984  instead  of  January  1, 
1985.  Another  tax  rate  speedup  increases  the  rate  to  6.06  percent 
from  5.7  percent  on  January  1,  1988  and  January  1,  1989.  This  in- 
crease was  scheduled  to  take  effect  in  1990.  The  proposal  also  in- 
cludes a  payroll  tax  credit  of  0.3  percent  of  employee  FICA  contri- 
bution for  1984. 

The  FICA  tax  acceleration  results  in  an  income  tax  offset  equal 
to  25  percent  of  the  employer  payroll  tax  contribution.  The  offset 
lowers  income  tax  receipts  because  employers  are  assumed  to  pass 
back  onto  employees  the  full  payroll  tax  increase  in  the  form  of 
lower  wages  and  salaries. 

The  provision  is  estimated  to  raise  OASDI  unified  budget  rev- 
enues $6.4  billion  in  fiscal  year  1984  and  $19.0  billion  from  fiscal 
year  1984  through  fiscal  year  1988.  The  income  tax  offset  equals 
$2.2  billion  from  fiscal  years  1984  through  1988.  The  revenue  loss 
due  to  the  payroll  tax  credit  results  in  a  $4.2  billion  loss  by  fiscal 
year  1985. 

The  estimates  are  based  upon  CBO's  latest  economic  assumptions 
using  the  Social  Security  Administration's  short-term  revenue  fore- 
casting model. 

Increase  self-employed  tax  rate 

The  provision  raises  the  self-employed  payroll  tax  rate  (SECA)  to 
a  level  equal  to  the  combined  employer-employee  contribution  rate 
(including  the  FICA  tax  acceleration).  In  1984  the  SECA  OASDI 
rate  increases  3.35  percent  and  the  HI  rate  increases  1.3  percent 
for  a  SECA  rate  of  14  percent.  Further,  the  provision  includes  a 
payroll  tax  credit  equal  to  2.9  percent  of  total  SECA  contributions 
in  1984  and  2.5  percent  in  1985,  2.2  percent  in  1986,  and  2.1  percent 
in  1987  and  1988. 

The  proposal  raises  $1,408  million  in  SECA  revenues  in  fiscal 
year  1984  and  $20  billion  from  fiscal  year  1984  through  1988.  The 
income  tax  loss  due  to  the  self-employed  payroll  tax  credit  equals 
$893  million  in  fiscal  year  1984  and  $10.9  billion  from  fiscal  year 
1984  through  fiscal  year  1988. 

Reallocation  of  OASI  and  DI  tax  rates 

This  provision  has  no  net  cost  to  the  federal  government.  It  rea- 
ligns the  payroll  tax  portions  allocated  to  the  OASI  and  DI  trust 
funds  so  as  to  keep  the  two  funds'  balances  at  approximately  the 
same  percentage  of  outlays  at  the  start  of  each  year. 

Benefits  to  certain  widows,  divorced  and  disabled  women 

These  provisions  would:  (1)  allow  the  continuation  of  benefits  to 
surviving,  divorced  or  disabled  spouses  who  remarry;  (2)  change  the 
indexing  procedure  for  benefits  for  those  receiving  deferred  survi- 
vor benefits;  (3)  allow  divorced  spouses  to  draw  benefits  regardless 
of  whether  the  former  spouse  is  receiving  benefits;  and  (4)  increase 
benefits  for  disabled  widows  and  widowers. 
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Together,  these  provisions  would  cost  less  than  $200  million  per 
year  once  fully  effective  in  fiscal  year  1985.  The  largest  cost  in  this 
group  of  provisions  would  allow  disabled  widows  or  widowers  ages 
50  to  59  to  receive  benefits  at  an  amount  equal  to  which  non-dis- 
abled widows  or  widowers  over  age  59  currently  receive.  This  provi- 
sion is  estimated  to  cost  $90  million  in  fiscal  year  1984,  $125  mil- 
lion in  1985  and  an  estimated  $600  million  over  the  five  year 
period.  Based  on  Social  Security  Administration  data,  approximate- 
ly 200,000  recipients  would  receive  $50  or  20  percent  in  added  bene- 
fits per  month  under  this  provision. 

In  addition,  a  provision  in  this  bill  to  allow  women  with  children 
additional  years  of  zero  earnings  in  the  calculation  of  their  bene- 
fits. 

Reimburement  to  OASDHI  trust  funds  for  military  wage  credits 
and  unearned  OASDI  checks 

These  provisions  will  credit  the  three  Social  Security  trust  funds 
with  $23.8  billion  as  part  of  a  transfer  in  1983  from  the  general 
fund  of  the  Treasury.  A  total  of  $22.4  billion  of  this  transfer  repre- 
sents the  present  value  of  estimated  benefits  arising  from  Social 
Security  credits  granted  to  military  personnel  for  service  prior  to 
1957,  and  the  amount  of  taxes  on  these  credits  between  1956  and 
1983.  The  remaining  transfer  is  for  the  estimated  amounts  of  un- 
cashed  Social  Security  checks  for  past  years.  Checks  uncashed  for 
longer  than  six  months  will  also  be  credited  back  to  the  trust  funds 
in  future  years. 

These  estimates  were  provided  by  the  Social  Security  Adminis- 
tration. Although  they  add  large  amounts  to  the  trust  funds,  the 
provisions  do  not  have  any  cost  impact  to  the  federal  government 
as  a  whole.  There  are  offsetting  interfund  transfers  within  the  fed- 
eral unified  budget. 

State  payment  speedup 

This  provision  will  require  state  and  local  governments  to  trans- 
fer their  payroll  tax  collections  to  the  Treasury  under  the  same 
rules  as  private  sector  employers.  Currently,  state  payments  are 
made  on  the  30th  day  of  each  month.  The  provision  requires  that 
states  transmit  payroll  tax  collections  to  the  federal  government 
soon  after  their  employees  are  paid.  Therefore,  the  Treasury  would 
receive  state  FICA  collections  more  frequently.  Thus,  the  transfer 
to  the  Treasury  would  be  hastened,  adding  to  trust  fund  revenues 
by  $1.6  billion  in  fiscal  year  1984  and  $2.2  billion  over  the  period. 

This  estimate  was  prepared  by  the  Social  Security  Administra- 
tion. 

LONG-TERM  FINANCING 

This  section  of  the  bill  reduced  initial  benefit  levels  beginning  in 
the  year  2000.  There  are  no  effects  resulting  from  these  provisions 
in  the  1983  to  1988  period.  In  addition,  the  retirement  age  will  be 
gradually  raised  from  65  to  66  beginning  in  the  year  2000. 


75 


MISCELLANEOUS  PROVISIONS 

These  provisions  are  aimed  mostly  at  work  incentives  for  the  el- 
derly, and  at  insuring  the  financial  soundness  of  the  trust  funds. 
The  provisions  would  eliminate  the  retirement  test  for  workers 
over  the  age  of  65  beginning  in  1990.  This  test  reduces  retirement 
benefits  by  $1  for  each  $2  in  earnings  over  a  given  amount  ($6,600 
in  1983).  A  delayed  retirement  credit  of  8  percent  would  also  be 
phased  in.  This  credit  would  increase  from  3  percent  the  added 
benefit  amount  paid  to  a  retiree  for  each  year  a  worker  decides  to 
retire  after  age  65. 

Another  section  of  the  bill  would  require  Congress  to  act  if  the 
balances  in  the  trust  funds  fall  below  20  percent  of  a  year's  out- 
lays. If  Congress  does  not,  and  interfund  borrowing  (also  provided 
for  in  the  bill)  does  not  achieve  this  result  in  each  fund,  then  the 
cost-of-living  adjustments  would  be  altered  until  the  funds  recover. 
The  cost-of-living  adjustment  would  be  reduced  first  for  those  with 
higher  benefits,  but  those  with  lower  benefits  would  also  ultimately 
be  reduced,  if  necessary.  This  cost  estimate  does  not  assume  any 
further  cost-of-living  adjustment  reduction  beyond  the  six  month 
delay  discussed  above. 

SUPPLEMENTAL  SECURITY  INCOME  PROVISIONS 

This  title  of  the  bill  raises  SSI  benefits  and  makes  other  minor 
changes  in  SSI  and  AFDC.  Together  these  changes  are  estimated  to 
add  $728  million  to  federal  outlays  in  fiscal  year  1985. 

Beginning  July  1,  1983,  SSI  benefits  would  be  increased  by  $20  a 
month  for  individuals  living  in  their  own  household  and  by  $30  a 
month  for  couples.  These  increased  benefits  would  more  than  offset 
the  effect  on  SSI  recipients  of  the  COLA  delay.  The  largest  part  of 
the  added  cost  comes  from  the  benefit  increase  for  current  SSI 
beneficiaries.  In  addition,  CBO  estimates  that  about  125,000  per- 
sons would  become  new  beneficiaries  of  SSI.  Most  would  be  newly 
eligible  for  SSI  as  a  result  of  the  increased  income  limits.  For  these 
persons,  CBO  has  assumed  a  participation  rate  of  25  percent  (that 
is,  of  all  the  newly  eligible,  25  percent  would  actually  participate  in 
SSI).  Some  of  the  other  new  beneficiaries  would  be  persons  previ- 
ously eligible  who  would  now  choose  to  participate  as  a  result  of 
the  increased  benefit  levels.  There  are  also  an  estimated  65,000  per- 
sons who  were  receiving  SSI  state  supplements  only  who  would 
now  become  eligible  for  a  small  federal  SSI  payment. 

Partially  offsetting  the  costs  in  SSI  from  these  benefit  increases 
is  a  savings  in  the  food  stamp  program  as  incomes  of  SSI  benefici- 
aries rise.  There  are  also  added  costs  in  Medicaid  for  those  new  SSI 
beneficiaries  who  also  become  newly  eligible  for  Medicaid. 

This  title  would  also  enable  temporary  residents  of  emergency 
public  shelters  to  receive  SSI  for  three  months  in  any  twelve- 
month period.  This  provision  is  estimated  to  cost  $1  million  in 
fiscal  year  1983  and  $3  million  a  year  thereafter.  In  addition,  Title 
ly  would  disregard  in  the  determination  of  benefits  any  in-kind  as- 
sistance based  on  need  received  by  SSI  and  AFDC  beneficiaries. 
This  provision,  which  is  effective  only  through  September  30,  1984, 
is  estimated  to  cost  less  than  $500,000  a  year  in  SSI  and  $1  million 
in  1983  and  $2  million  in  1984  in  AFDC. 
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The  bill  also  apparently  includes  a  provision  that  would  require 
the  Social  Security  Administration  to  send  notices  to  Social  Secu- 
rity beneficiaries  informing  them  of  their  potential  eligibility  for 
SSI  and  urging  them  to  contact  a  local  office  if  they  think  they 
would  be  eligible.  No  language  is  available  for  this  provision  and 
the  extent  of  the  notices  could  vary  considerably.  Hence,  there  is 
no  cost  estimate  for  the  provision.  However,  costs  under  even  a 
fairly  limited  provision  could  be  significant,  perhaps  around  $50 
million.  Not  only  would  there  be  added  administrative  costs  but  it 
would  be  reasonable  to  assume  that  around  5  percent  of  those  re- 
ceiving a  notice  who  are  eligible  for  SSI  would  apply  for  SSI 
benefits. 

UNEMPLOYMENT  COMPENSATION  PROVISIONS 

Federal  supplemental  compensation 

This  section  of  the  bill  would  extend  for  six  months  the  federal 
supplemental  compensation  program  (FSC)  now  scheduled  to  termi- 
nate March  31,  1983.  It  would  provide  up  to  14  weeks  of  additional 
unemployment  compensation  benefits  for  individuals  exhausting 
regular  or  extended  unemployment  benefits  after  March  31,  the 
maximum  number  of  weeks  provided  varying  with  a  state's  insured 
unemployment  rate  (lUR).  In  addition,  it  would  provide  those  per- 
sons who  have  exhausted  their  FSC  entitlement  before  March  31 
with  up  to  8  additional  weeks  of  benefits,  the  maximum  number  of 
weeks  again  varying  with  a  state's  lUR.  Also,  it  would  allow  those 
persons  who  have  benefit  entitlements  remaining  on  September  30, 
1983  to  receive  up  to  one-half  the  balance  of  those  entitlements. 

The  estimate  of  the  fiscal  impact  of  this  section  of  the  bill  is 
based  upon  estimates  of  the  states'  lURs  and  weeks  compensated, 
and  the  determination  of  whether  a  state  will  be  paying  extended 
benefits  which  underlies  the  CBO  baseline.  It  is  assumed  that  the 
national  seasonally  adjusted  lUR  will  be  4.4  percent  for  both  quar- 
ters of  the  extension.  Furthermore,  it  is  assumed  that  45  percent  of 
those  claimants  in  the  current  law  FSC  program  would  exhaust 
and  collect  added  weeks  of  benefits  during  the  extension.  This 
point  estimate  is  based  upon  the  experience  of  exhaustees  of  the 
federal  supplemental  benefits  program  of  1975  to  1978. 

CBO  estimates  that  any  FSC  extension  results  in  a  reduction  in 
AFDC  and  Food  Stamp  outlays  as  individuals  who  exhaust  unem- 
ployment benefits  and  would  otherwise  draw  benefits  from  these 
means-tested  programs  continue  to  draw  jobless  payments.  It  is  es- 
timated that  the  extension  through  September  1983  will  cause 
AFDC  and  food  stamp  expenditures  to  drop  by  $142  million.  In  ad- 
dition, CBO  estimates  that  the  six-month  FSC  extension  will  cause 
income  tax  revenues  to  increase  in  fiscal  year  1984  by  $142  million. 

Loan  reform 

This  bill  contains  a  provision  relating  to  limiting  the  federal  tax 
credit  reduction  and  to  paying  interest  of  federal  unemployment 
compensation  loans  to  states.  CBO  has  provided  no  estimates  of  the 
fiscal  impact  of  these  provisions. 
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MEDICARE  HOSPITAL  INSURANCE  PROVISIONS 

Conforming  changes  in  medicare  premiums 

The  bill  would  postpone  from  July  1  to  January  1  of  the  follow- 
ing year  increases  in  Medicare  premiums.  Current  premium 
amounts  would  apply  during  the  interim.  Future  premiums  (and 
the  general  revenue  contribution  to  SMI)  would  be  calculated  on 
the  basis  of  estimated  incurred  costs  for  the  calendar  year  during 
which  the  premium  would  apply.  Consonant  with  the  changes 
made  by  TEFRA  a  year  ago,  SMI  premiums  would  be  set  at  25  per- 
cent of  cost  per  aged  enrollee  in  calendar  year  1984  and  1985,  but 
would  be  limited  in  subsequent  years  by  the  cost-of-living  increase 
in  social  security  benefits  in  the  previous  January. 

The  estimated  costs  of  this  provision  are  the  difference  between 
projections  of  income  from  premiums  under  current  law  and  under 
the  amendment.  Premium  income  under  the  amendment  is  the 
product  of  monthly  enrollment  projections  and  monthly  premium 
amounts  computed  on  the  basis  of  projected  incurred  costs  by  cal- 
endar year. 

General. — The  bill  would  provide  for  reimbursing  most  hospitals 
for  inpatient  services  provided  to  Medicare  enrollees  on  the  basis  of 
payment  amounts,  varying  by  diagnosis,  fixed  in  advance  of  the 
period  in  which  they  would  apply.  The  provision  would  be  effective 
with  hospital  cost-reporting  periods  beginning  on  or  after  October 
1,  1983.  With  the  exceptions  discussed  below,  for  the  first  two  cost- 
reporting  periods  affected,  the  payment  rates  would  be  set  to 
assure  that  total  Medicare  payments  for  inpatient  hospital  services 
in  affected  hospitals  would  be  neither  greater  nor  less  than  under 
current  law.  If  implemented  faithfully,  the  provision  would  have  no 
budgetary  impact  in  fiscal  years  1984  and  1985.  In  subsequent 
fiscal  years,  however,  the  Secretary  of  Health  and  Human  Services, 
advised  by  a  panel  of  experts,  would  have  nearly  unlimited  discre- 
tion in  setting  payment  rates.  Given  that  discretion,  CBO  is  unable 
to  determine  whether  the  prospective  pajonent  provision  would 
result  in  federal  costs  or  savings  after  fiscal  year  1985. 

The  proposed  mandatory  Social  Security  coverage  of  employees 
of  non-profit  organizations  could  raise  labor  costs  for  some  hospi- 
tals. Under  the  bill.  Medicare's  share  of  any  such  costs  would  be 
additional  costs  to  the  Medicare  program.  CBO  is  unable  to  esti- 
mate those  costs  at  this  time. 

Change  in  State  Waiver  Requirement. — The  bill  would  phase  out 
the  requirement  that  the  rate  of  increase  in  Medicare  hospital 
costs  in  states  currently  reimbursing  hospitals  under  demonstra- 
tion agreements  entered  into  after  August  1982  be  less  than  the  na- 
tional rate  of  increase  in  those  costs.  The  provision  would  affect 
only  Massachusetts  and  New  York,  both  of  which  operate  hospital 
rate-setting  programs  that  have  for  several  years  held  their  hospi- 
tal cost  increases  well  below  the  national  average.  If  those  states 
were  to  continue  to  be  as  successful  as  they  have  been,  the  provi- 
sion would  have  no  budgetary  impact.  On  the  other  hand,  the  pro- 
vision would  allow  larger  cost  increases  than  current  law.  If  Medi- 
care hospital  costs  were  to  rise  one  percentage  point  faster  under 
the  provision,  federal  spending  would  increase  by  about  $50  mil- 
lion in  1984. 
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6.  Estimated  cost  to  State  and  local  governments:  A  number  of 
the  provisions  of  this  bill  would  affect  budgets  of  state  and  local 
governments.  Their  estimated  net  impact  on  categories  of  state 
and  local  expenditures  is  shown  in  the  table  below. 

TABLE  4.-ESTIMATED  COST  TO  STATE  AND  LOCAL  GOVERNMENTS 


Payroll  costs  

Speedup  of  RCA  deposits. 

SSI  State  supplements  

Medicaid  


Total 


1983         1984         1985         1986         1987  1988 


159 

446 

105 

73 

57 

105 

130 

125 

125 

130 

49 

60 

60 

60 

1 


-15       1,238         443         258         242  741 


AFDC   -29 

General  assistance   - 13 


Basis  of  estimate:  The  acceleration  of  FICA  rate  increases  would 
add  to  state  and  local  government  payroll  costs.  Currently,  about 
70  percent  of  total  state  and  local  government  employment  is  cov- 
ered by  Social  Security.  State  and  local  governments  would  have 
added  payroll  tax  contributions  of  $291  million  in  fiscal  year  1984 
and  $896  million  over  the  entire  1984-88  period.  The  CBO  estimate 
does  not  include  a  future  cost  to  states  who  would  no  longer  be 
able  to  withdraw  from  the  Social  Security  system  under  this  legis- 
lation. 

The  provision  speeding  up  FICA  deposits  would  require  state  and 
local  governments  to  forward  their  FICA  deposits  about  one  month 
earlier.  In  the  first  fiscal  year  following  enactment,  states  would 
show  higher  budgetary  outlays  for  their  (the  employers')  share  of 
the  FICA  deposits  which  is  one-half  of  the  total  savings  shown  for 
the  federal  government.  In  addition,  state  and  local  governments 
would  lose  small  amounts  of  interest  they  would  otherwise  have 
earned  on  the  balances  over  a  one  month  period. 

The  changes  in  SSI  would  increase  state  and  local  government 
costs.  Virtually  all  states  supplement  federal  SSI  benefits.  The  $20 
benefit  increase  would  raise  state  costs  unless  states  were  to  lower 
their  state  supplement  benefit  levels.  Typically,  lowering  of  benefit 
levels  requires  action  by  state  legislatures.  The  CBO  cost  estimate 
assumes  that  current  state  supplement  levels  remain  in  effect.  Con- 
sequently, it  represents  a  maximum  cost  to  state  and  local  govern- 
ments. 

The  CBO  cost  estimate  for  the  $20  benefit  increase  incorporates 
added  costs  to  states  and  localities  for  current  state  supplement 
only  beneficiaries,  for  new  state  supplement  beneficiaries  as  a 
result  of  the  new  federal  beneficiaries  (about  one-third  of  federal 
SSI  beneficiaries  receive  state  supplements),  and  for  new  state  sup- 
plement only  beneficiaries  who  are  newly  eligible.  Costs  of  this  pro- 
vision are  estimated  to  total  $124  million  in  fiscal  year  1985. 

In  addition  to  the  effect  of  the  $20  benefit  increase,  SSI  state  sup- 
plement costs  would  be  increased  by  the  COLA  delays  in  SSI  and 
OASDI.  When  COLAs  are  made,  state  supplement  costs  decline 
slightly  because  for  state  supplement  only  beneficiaries  OASDI  in- 
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creases  are  larger  than  SSI  increases.  The  costs  of  the  COLA  delays 
are  estimated  to  total  about  $6  million  a  year. 

The  CBO  cost  estimate  does  not  include  any  cost  effect  of  the  al- 
tered "pass-through"  requirements  of  section  402.  Current  law  re- 
quires states  to  pass  through  to  SSI  beneficiaries  federal  benefit  in- 
creases unless  state  payment  levels  are  above  their  December  1976 
levels  or  unless  aggregate  state  SSI  supplement  expenditures  in  the 
12  months  following  a  federal  payment  level  increase  exceed  aggre- 
gate state  expenditures  in  the  12  months  prior  to  the  federal 
change.  This  provision  would  require  states  to  pass  through  the 
dollar  amount  of  the  COLA  that  would  have  occurred  in  July  1983 
under  current  law  and  also  all  future  federal  benefit  increases, 
even  if  state  payment  levels  are  above  the  December  1976  levels. 
Hence,  in  future  years  the  provision  would  limit  the  flexibility  of 
states  to  reduce  supplement  levels  when  federal  SSI  benefits  in- 
crease, raising  costs  for  some  states.  However,  for  other  states — 
those  with  payment  levels  equal  to  their  December  1976  levels — 
this  provision  would  result  in  potential  savings  because  they  could 
pass  through  the  July  1983  cost-of-living  adjustment  amount 
(roughly  $11)  rather  than  the  full  $20  benefit  increase. 

Expenditures  of  state  and  local  governments  would  also  rise  be- 
cause of  higher  Medicaid  costs  occasioned  by  the  SSI  benefit  in- 
crease and  the  Medicare  premium  delay  discussed  earlier.  The 
state  and  local  government  financing  share  of  Medicaid  averages 
about  46  percent. 

The  increased  federal  supplemental  compensation  benefits  for 
the  unemployed  would  lower  state  and  local  government  expendi- 
tures in  two  ways.  First,  AFDC  outlays  would  decline  in  fiscal  year 
1983.  The  state  share  of  such  outlays  averages  46  percent.  Second, 
outlays  for  state  and  local  general  assistance  (GA)  programs  would 
also  decline.  GA  programs  are  fully  funded  by  state  and  local  gov- 
ernments and  are  means-tested,  typically  serving  those  ineligible 
for  AFDC  and  SSI.  There  are  no  reliable  statistics  on  which  to  base 
an  estimate  of  savings  in  GA.  However,  a  rough  estimate  of  the  es- 
timated effect  in  Michigan  provided  by  Michigan  analysts  was  used 
to  estimate  national  effects.  Michigan  accounts  for  about  15  per- 
cent of  GA  expenditures  nationwide. 

7.  Estimate  comparison:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  Stephen  Chaikind,  Malcolm  Curtis, 
Richard  Hendrix,  John  Navratil,  Janice  Peskin,  Roger  Hitchner, 
Kathleen  Shepherd  (226-2820),  James  Nason  (226-2689). 

10.  Estimate  approved  by: 

C.  G.  NUCKOLS 

(For  James  L.  Blum,  Assistant  Director  for  Budget  Analysis). 
Vote  of  the  Committee 

In  compliance  with  paragraph  7(c)  of  Rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  following  statement  is  made  relative  to  the 
vote  by  the  committee  on  the  motion  to  report  the  bill  S.  1,  as 
amended,  was  ordered  favorably  reported  by  a  vote  of  18  yeas,  1 
nay. 


80 


Regulatory  Impact  Statement 

Because  of  the  urgent  nature  of  this  legislation  and  the  necessity 
for  prompt  action  to  assure  the  financial  solvency  of  the  social  se- 
curity pi'ogram,  it  is  necessary  to  dispense  with  the  requirements 
of  paragraph  12  of  Rule  XXVI  of  the  Standing  Rules  of  the  Senate 
relating  to  regulatory  impact  statements  as  is  provided  for  in  the 
last  sentence  of  such  paragraph. 

Changes  in  Existing  Law  Made  by  the  Revenue  Provisions  of  the 

Bill  as  Reported 

In  the  opinion  of  the  committee,  it  is  necessary  in  order  to  expe- 
dite the  business  of  the  Senate,  to  dispense  with  the  requirements 
of  paragraph  12  of  Rule  XXVI  of  the  Standing  Rules  of  the  Senate 
(relating  to  the  showing  of  changes  in  existing  law  by  the  provi- 
sions of  S.  1,  as  reported  by  the  committee). 
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SOCIAL  SECURITY  AMENDMENTS  OF  1983 


March  24,  1983. — Ordered  to  be  printed 


Mr.  RosTENKOWSKi,  from  the  committee  of  conference, 
submitted  the  following 

CONFERENCE  REPORT 

[To  accompany  H.R.  1900] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendment  of  the  Senate  to  the  bill  (H.R.  1900)  to 
assure  the  solvency  of  the  Social  Security  Trust  Funds,  to  reform 
the  medicare  reimbursement  of  hospitals,  to  extend  the  Federal 
supplemental  compensation  program,  and  for  other  purposes, 
having  met,  after  full  and  free  conference,  have  agreed  to  recom- 
mend and  do  recommend  to  their  respective  Houses  as  follows: 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  and  agree  to  the  same  with  an  amendment  as  fol- 
lows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate 
amendment  insert  the  following: 

SHORT  TITLE 

Section  1.  This  Act,  with  the  following  table  of  contents,  may  be 
cited  as  the  '^Social  Security  Amendments  of  1983  \ 

TABLE  OF  CONTENTS 

Sec.  L  Short  title. 

title  I— provisions  affecting  the  financing  of  the  social 

SECURITY  SYSTEM 

Part  A — Coverage 

Sec.  101.  Coverage  of  newly  hired  Federal  employees. 

Sec.  102.  Coverage  of  employees  of  nonprofit  organizations. 

Sec.  103.  Duration  of  agreements  for  coverage  of  State  and  local  employees. 

Part  B — Computation  of  Benefit  Amounts 

Sec.  111.  Shift  of  cost-of-living  adjustments  to  calendar  year  basis. 
Sec.  112.  Cost-of-living  increases  to  be  based  on  either  wages  or  prices  (whichever  is 
lower)  when  balance  in  OASDI  trust  funds  falls  below  specified  level. 


2 

Sec.  lis.  Elimination  of  windfall  benefits  for  individuals  receiving  pensions  from 
noncovered  employment. 

Sec.  114-  Increase  in  old-age  insurance  benefit  amounts  on  account  of  delayed  retire- 
ment. 

Part  C— Revenue  Provisions 
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JOINT  EXPLANATORY  STATEMENT  OF  THE  COMMITTEE  OF 

CONFERENCE 

The  managers  on  the  part  of  the  House  and  the  Senate  at  the 
conference  on  the  disagreeing  votes  of  the  two  Houses  on  the 
amendment  of  the  Senate  to  the  bill  (H.R.  1900)  to  assure  the  sol- 
vency of  the  Social  Security  Trust  Funds,  to  reform  the  medicare 
reimbursement  of  hospitals,  to  extend  the  Federal  supplemental 
compensation  program,  and  for  other  purposes,  submit  the  follow- 
ing joint  statement  to  the  House  and  the  Senate  in  explanation  of 
the  effect  of  the  action  agreed  upon  by  the  managers  and  recom- 
mended in  the  accompanying  conference  report: 

The  Senate  amendment  struck  out  all  of  the  House  bill  after  the 
enacting  clause  and  inserted  a  substitute  text. 

The  House  recedes  from  its  disagreement  to  the  amendment  of 
the  Senate  with  an  amendment  which  is  a  substitute  for  the  House 
bill  and  the  Senate  amendment.  The  differences  between  the  House 
bill,  the  Senate  amendment,  and  the  substitute  agreed  to  in  confer- 
ence are  noted  below,  except  for  clerical  corrections,  conforming 
changes  made  necessary  by  agreements  reached  by  the  conferees, 
and  minor  drafting  and  clarifying  changes. 
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SOCIAL  SECURITY  SYSTEM 
1.  Extension  of  Coverage 
a.  federal  employees 

Present  law 

Permanent  civilian  employees  of  the  Federal  government  are  not 
covered  by  social  security  (OASDI).  (Part-time  temporary  civilian 
employees  and  members  of  the  armed  forces  are  covered  by  social 

security.)  By  far  the  greatest  number  of  Federal  employees  not  cov- 
ered by  social  security  (2.7  million)  participate  in  the  Civil  Service 
Retirement  System  (CSRS)  on  a  mandatory  basis.  Legislative 
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branch  employees  are  not  covered  by  social  security,  and  have  the 
option  of  not  participating  in  CSRS.  Members  of  Congress,  the 
President  and  the  Vice-President  are  not  covered  under  social  secu- 
rity. As  of  January  1,  1983,  Federal  employees  are  covered  under 
the  medicare  program  and  pay  the  medicare  portion  of  the  social 
security  payroll  tax. 

Presently,  the  compensation  paid  to  Federal  judges — either  in 
Senior  (or  inactive)  status  or  in  retirement — is  not  considered 
wages  and  thus  is  not  subject  to  social  security  taxes  nor  is  it  con- 
sidered for  purposes  of  the  retirement  test. 

House  bill 

Provides  for  coverage  under  social  security  of  the  following 
groups:  (1)  all  Federal  employees  hired  on  or  after  January  1,  1984, 
including  those  with  previous  periods  of  Federal  Service  if  the 
break  in  Federal  service  lasted  at  least  365  days;  (2)  legislative 
branch  employees  on  the  same  basis,  as  well  as  current  employees 
of  the  legislative  branch  who  are  not  participating  in  the  Civil 
Service  Retirement  System  as  of  December  31,  1983;  (3)  all  Mem- 
bers of  Congress,  the  President  and  the  Vice  President  effective 
January  1,  1984;  (4)  all  sitting  Federal  judges,  and  all  executive 
level  and  senior  executive  service  political  appointees,  as  of  Janu- 
ary 1,  1984.  Federal  judicial  salaries  would  be  reported  as  wages  for 
social  security  earnings  test  and  payroll  tax  purposes. 

Senate  amendment 

Would  cover  Federal  employees  hired  on  or  after  January  1, 
1984,  or  upon  the  enactment  of  a  supplemental  Civil  Service  Re- 
tirement System,  whichever  is  later.  Members  of  Congress,  the 
President,  Vice  President,  and  the  Commissioner  of  Social  Security 
would  be  covered  as  of  January  1,  1984. 

The  provision  also  states  that  ''Nothing  in  this  Act  shall  reduce 
the  accrued  entitlement  to  future  benefits  under  the  Federal  retire- 
ment program  system  of  current  and  retired  Federal  employees 
and  their  families.  The  full  faith  and  credit  of  the  United  States 
Government  is  pledged  hereby  in  support  of  the  payment  of  said 
accrued  entitlements." 

Conference  agreement 

The  conference  agreement  follows  the  House  bill,  but  also  in- 
cludes the  Senate  provision's  statement  ''Nothing  in  this  Act  shall 
reduce  the  accrued  entitlement  that  to  future  benefits  under  the 
Federal  retirement  program  system  of  current  and  retired  Federal 
employees  and  their  families." 

I.  PROVISIONS  AFFECTING  THE  FINANCING  OF  THE  SOCIAL 
SECURITY  SYSTEM 

B.  EMPLOYEES  OF  NONPROFIT  ORGANIZATIONS 

Present  law 

Participation  in  the  social  security  system  is  optional  for  non- 
profit organizations  (charitable,  religious,  and  educational).  Most 
such  organizations  have  chosen  to  participate,  but  about  15  percent 
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of  employees  of  nonprofit  organizations  are  presently  not  covered. 
A  nonprofit  organization  which  has  elected  to  participate  can  file 
to  withdraw  from  social  security  after  it  has  been  in  the  system  for 
8  years,  and  termination  is  effective  two  years  after  the  end  of  the 
calendar  quarter  in  which  the  notice  was  filed. 

House  bill 

Extends  social  security  coverage  on  a  mandatory  basis  to  all  em- 
ployees of  nonprofit  organizations  as  of  January  1,  1984.  (Termina- 
tions of  coverage  would  not  be  permitted  on  or  after  March  31, 
1983.)  Nonprofit  employees  age  55  or  older  affected  by  this  provi- 
sion would  be  deemed  to  be  fully  insured  for  social  security  benefits 
after  acquiring  a  given  number  of  quarters  of  coverage,  according 
to  the  following  sliding  scale: 

If  on  January  1,  1984,  The  number  of 


Senate  amendment 

Similar  to  House  bill,  except  that  terminations  would  not  be  per- 
mitted after  enactment.  Also,  does  not  include  special  provision 
deeming  persons  to  be  fully  insured  under  liberalized  quarter-of- 
coverage  requirements. 

Conference  agreement 
The  Conference  agreement  follows  the  House  bill. 

2.  Termination  of  Coverage  by  State  and  Local  Governments 
Present  law 

Participation  in  social  security  is  optional  for  State  and  local  gov- 
ernments. Once  a  government  has  chosen  to  join  social  security,  it 
may  withdraw,  after  5  years  of  coverage,  by  providing  the  Federal 
government  with  two  years  advance  notice  of  its  intent  to  with- 
draw. A  notice  of  termination  becomes  effective  at  the  end  of  the 
calendar  year  two  years  after  the  notice  is  filed.  Governments  that 
have  withdrawn  are  not  allowed  to  rejoin.  (About  70  percent  of  all 
State  and  local  government  employees  are  presently  covered  by 
social  security.) 

House  bill 

Prohibits  State  and  local  governments  from  terminating  coverage 
for  their  employees  if  the  termination  has  not  taken  effect  by  the 
date  legislation  is  enacted.  In  addition,  allows  State  and  local  gov- 
ernments which  have  withdrawn  from  the  social  security  system  to 
voluntarily  rejoin.  Once  having  rejoined,  the  governmental  entity 
would  be  precluded  from  terminating  coverage. 

Senate  amendment 
Same  as  House  bill. 


the  person  is — 


quarters  needed  is — 


Age  60  or  over 


6 
8 
12 
16 
20 


Age  59 
Age  58 
Age  57 


Age  55-56 
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3.  Windfall  Benefits  for  Persons  With  Pensions  From 
noncovered  employment 

Present  law 

Social  security  benefits  are  determined  through  a  formula  based 
on  average  lifetime  earnings  in  jobs  covered  by  social  security.  The 
benefit  formula  is  weighted  so  that  persons  with  low  average  life- 
time earnings  receive  a  proportionally  higher  rate  of  return  on 
their  contributions  to  social  security  than  workers  with  relatively 
high  average  lifetime  earnings. 

Workers  with  short  periods  of  covered  work  also  receive  this  ad- 
vantage, because  their  few  years  of  earnings  are  averaged  over  a 
35-year  period  to  determine  their  average  monthly  covered  earn- 
ings on  which  the  benefit  is  based. 

This  high  rate  of  return  for  persons  who  have  spent  a  short 
period  of  time  in  covered  employment  is  what  is  often  character- 
ized as  a  ''windfall"  benefit. 

House  hill 

(1)  Applies  a  different  benefit  formula  to  workers  who  are  eligi- 
ble for  a  pension  based  wholly  or  in  part  on  noncovered  employ- 
ment. Under  the  current  formula,  benefits  are  90%  of  the  first 
$254  of  average  monthly  earnings,  32%  of  earnings  from  $254  to 
$1,538,  and  15%  of  earnings  above  $1,538.  The  new  formula  appli- 
cable to  those  with  pensions  from  noncovered  employment  would 
substitute  61%  for  the  90%  factor.  (2)  Provides  a  guarantee  that 
the  resulting  reduction  in  the  worker's  social  security  benefit 
cannot  be  more  than  one-half  the  amount  of  the  noncovered  pen- 
sion. (3)  This  provision  will  be  applicable  to  persons  reaching  age 
60  after  December  31,  1983. 

Senate  amendment 

Similar  to  House  provision,  except  substitutes  a  32%  factor  in 
benefit  formula,  phased  in  over  a  5-year  period  as  follows: 


Year  of  first  eligibility  under  formula 

OASDI:  (percent) 

1984   78.4 

1985   66.8 

1986   55.2 

1987   43.6 

1988  and  after   32.0 


Provides  a  guarantee  that  the  resulting  reduction  in  the  worker's 
social  security  benefit  cannot  be  more  than  one-third  of  the  portion 
of  the  worker's  pension  based  on  service  which  was  not  covered. 

Provides  further  a  guarantee  that  persons  with  30  years  or  more 
of  covered  service  would  not  be  affected.  For  persons  with  less  than 
30  but  more  than  24  years  of  substantial  social  security  employ- 
ment, the  90%  factor  in  the  benefit  formula  would  be  reduced  by 
10  percentage  points  for  each  year  below  30  years  of  covered  em- 
ployment. This  would  not  reduce  benefits  by  more  than  the  regular 
windfall  provision,  however.  (A  year  of  substantial  employment 
would  be  a  year  in  which  covered  earnings  were  at  least  25  percent 
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of  the  wage  base.  For  years  after  1977,  the  base  used  would  be  the 
1977  base  with  adjustments  for  increased  earnings  after  that  date.) 

The  provision  provides  for  periodically  recomputing  the  offset 
based  on  changes  in  the  pension  rate.  The  provision  also  provides 
that  pensions  based  on  noncovered  employment  of  less  than  a  year 
would  not  be  subject  to  the  offset. 

The  provision  would  be  effective  on  January  1,  1984,  for  retired 
or  disabled  workers  who  first  become  eligible  for  a  noncovered  pen- 
sion and  for  social  security  after  1983. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  with  the  follow- 
ing amendments: 

1.  Substitutes  40  percent  as  the  first  bracket  formula  amount. 

2.  Phases  in  this  reduction  over  a  5-year  period:  80%  in  the  first 
year,  70%  in  the  second  year,  60%  in  the  third  year,  50%  in  the 
fourth  year,  and  fully  effective  in  the  fifth  year. 

3.  Exempts  the  following  groups: 

a.  all  current  employees  newly  covered  by  the  bill,  i.e.  those  cur- 
rent Federal  employees  covered  by  the  bill,  and  nonprofit  employ- 
ees except  those  employees  whose  past  employment  for  a  nonprofit 
organization  had  been  covered,  but  whose  employment  for  that  or- 
ganization was  not  covered  on  December  31,  1983; 

b.  those  with  service  which  was  not  covered  until  1957; 

c.  those  with  30  years  or  more  of  covered  work;  in  addition,  for 
persons  with  less  than  30  but  more  than  24  years  of  substantial 
social  security  employment,  the  90%  factor  in  the  benefit  formula 
would  be  reduced  by  10  percentage  points  for  each  year  below  30 
years  of  covered  employment.  (Senate  provision);  and 

d.  those  with  railroad  retirement  pensions. 

4.  Amends  the  effective  date  to  apply  to  those  first  eligible  for 
social  security  benefits  and  for  government  pensions  after  1985. 

4.  Delay  Cost-of-Living  Adjustment 

Present  law 

(a)  Social  security  benefits  are  adjusted  automatically  every  June 
(July  check)  to  reflect  increases  in  the  consumer  price  index.  This 
cost-of-living  adjustment  is  measured  from  the  average  CPI  of  the 
first  quarter  of  the  previous  year  in  which  a  benefit  increase  was 
provided  to  the  average  of  the  first  quarter  of  the  current  year.  No 
cost-of-living  increase  is  provided  in  any  year  in  which  the  increase 
in  the  CPI  is  less  than  3  percent. 

House  hill 

Delays  the  June  1983  cost-of-living  adjustment  until  December 
(January  1984  check),  and  provides  all  subsequent  cost-of-living  ad- 
justments in  December  (January  checks).  This  adjustment  would  be 
based  on  the  CPI  for  the  first  quarter  of  1983  over  that  for  the  first 
quarter  of  1982.  All  subsequent  adjustments  would  be  based  on  the 
CPI  increase  from  the  third  quarter  of  the  last  year  in  which  a 
cost-of-living  adjustment  was  provided  to  the  third  quarter  of  the 
current  year.  For  the  December  1983  adjustment  only,  the  3  per- 
cent trigger  is  waived. 
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Senate  amendment 

Same  as  House  bill.  (A  floor  amendment  also  provides  that  the 
OASDI  COLA  delay  be  accompanied  by  a  corresponding  delay  in  a 
1982  Reconciliation  Act  provision  to  round  down  certain  veterans' 
pensions.) 

Conference  agreement 

The  conference  agreement  follows  the  Senate  Amendment. 

Gd)  The  medicare  monthly  premium  for  part  B  physician  coverage 
increases  each  July  1.  (For  those  people  receiving  social  security 
cash  benefits,  the  premium  is  deducted  from  their  checks.) 

House  bill 

Also,  postpones  from  July  1,  1983,  to  January  1,  1984,  and  to 
each  January  thereafter,  the  effective  date  of  increases  in  medicare 
premiums  to  coincide  with  the  proposed  delay  in  the  cost-of-living 
increases  in  social  security  cash  benefit  payments.  For  the  six- 
month  period  from  July  1,  1983  to  January  1,  1984,  the  general  rev- 
enue contribution  would  replace  the  lost  premium  revenue. 

Senate  amendment 

Similar  provision  except  that  the  general  revenue  contribution 
would  not  replace  lost  premium  revenue. 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

5.  Taxation  of  Social  Security  (OASDI)  Benefits  for  Higher- 
Income  Persons 

Present  law 

Social  security  benefits  and  railroad  retirement  benefits  are  ex- 
cluded from  gross  income  for  purposes  of  the  Federal  income  tax. 

House  bill 

Beginning  in  1984,  a  portion  of  social  security  and  tier  I  railroad 
retirement  benefits  would  be  included  in  taxable  income  for  tax- 
payers whose  adjusted  gross  income  combined  with  50  percent  of 
their  benefits  exceeds  a  base  amount.  The  base  amount  would  be 
$25,000  for  an  individual,  $32,000  for  a  married  couple  filing  a  joint 
return  and  zero  for  married  persons  filing  separate  returns.  The 
amount  of  benefits  that  could  be  included  in  taxable  income  would 
be  the  lesser  of  one-half  of  benefits  or  one-half  of  the  excess  of  the 
taxpayers'  combined  income  (AGI  +  one-half  of  benefits)  over  the 
base  amount. 

The  proceeds  from  the  taxation  of  benefits,  as  estimated  by  the 
Treasury  Department,  would  be  transferred  to  the  appropriate 
trust  funds  at  first  of  quarter.  An  annual  report  from  the  Secretary 
of  the  Treasury  concerning  the  transfers  would  be  required. 

Special  rules  would  be  provided  to  adjust  for  repayments  by  indi- 
viduals of  benefits  previously  received  and  subsequently  deter- 
mined to  be  overpayments.  Special  rules  also  would  be  provided  for 
attributing  appropriate  portions  of  lump-sum  benefit  payments  to 


123 


the  years  for  which  they  had  been  paid.  Benefits  subject  to  tax 
would  include  any  workmen's  compensation  receipt  of  which 
caused  a  reduction  in  disability  benefits.  (Proceeds  from  the  tax- 
ation of  these  benefits  would  be  deposited  in  either  the  social  secu- 
rity or  railroad  retirement  account.) 

Annual  information  returns  would  be  filed  by  the  Social  Security 
Administration  and  the  Railroad  Retirement  Board  with  the  IRS 
and  furnished  to  individual  beneficiaries. 

The  50  percent  of  social  security  benefits  received  by  non-resi- 
dent aliens  would  be  subject  to  the  30  percent  withholding  tax  (or  a 
lower  rate  if  so  fixed  by  treaty)  applicable  to  periodic  payments 
made  to  such  individuals  under  current  law.  (The  IRS  would  be  au- 
thorized to  disclose  to  SSA  and  RRB  certain  tax  return  information 
for  purposes  of  administering  this  provision.) 

Senate  amendment 

Same  as  House  bill,  except  that  interest  on  tax-exempt  bonds  is 
added  to  adjusted  gross  income  for  the  purpose  of  determining 
whether  an  individual's  income  exceeds  the  base  amount  above 
which  a  portion  of  benefits  would  be  subject  to  tax;  transfers  to 
trust  funds  are  made  in  the  middle  of  the  quarter;  and  that  bene- 
fits subject  to  tax  do  not  include  certain  worker's  compensation 
benefits. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  on  timing  of 
transfers  to  the  trust  funds  and  treatment  of  certain  worker's  com- 
pensation benefits,  and  the  Senate  Amendment  concerning  tax 
exempt  interest. 

6.  1984-90  Social  Security  Tax  Rates  and  1984  Credit 

a.  fica  tax  rates 

Present  law 

Several  increases  in  payroll  tax  rates  are  already  scheduled  to 
take  effect  between  1984  and  1990  as  indicated  below: 


Employer-Employee  Rate  (Each) 
OASDI  HI  OASDI-HI 


1984   5.4  1.30  6.70 

1985   5.7  1.35  7.05 

1986   5.7  1.45  7.15 

1987   5.7  1.45  7.15 

1988   5.7  1.45  7.15 

1989   5.7  1.45  7.15 

1990   6.2  1.45  7.65 


House  bill 

Advances  the  payroll  tax  increase  scheduled  for  1985  to  1984  and 
part  of  the  increase  scheduled  for  1990  to  1988,  as  indicated  below: 
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Employer-Employee  Rate  (Each) 
OASDI  HI  OASDI-HI 


1984   5.70  1.30  7.00 

1985   5.70  1.35  7.05 

1986   5.70  1.45  7.15 

1987   5.70  1.45  7.15 

1988   6.06  1.45  7.51 

1989   6.06  1.45  7.51 

1990   6.20  1.45  7.65 


Senate  amendment 
Same  as  House  bill. 

B.  TAX  CREDIT  FOR  1984  EMPLOYEE  FICA  TAXES 

Present  law 

No  deduction  or  credit  is  available  for  employee  FICA  taxes. 
House  bill 

A  credit  of  0.3%  of  wages  would  be  allowed  against  1984  employ- 
ee FICA  taxes  to  reduce  the  net  FICA  rate  to  6.70%.  Appropri- 
ations to  Trust  Funds  would  be  based  on  a  7.00%  rate.  Employee's 
annual  withholding  statements  (form  W-2)  would  indicate  the  net 
amount  of  FICA  tax  (i.e.,  the  6.7%  of  taxable  wages  actually  de- 
ducted from  their  paychecks). 

Senate  amendment 

Same  as  House  bill  except  that  employee's  annual  wage  state- 
ments (Form  W-2)  would  indicate  both  the  gross  FICA  tax  (7.0%  of 
taxable  wages)  and  the  FICA  credit  (0.3%  of  taxable  wages). 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

C.  1984  EMPLOYER  FICA  TAX  CREDIT 

Present  law 

No  deduction  or  credit  is  available  for  employer  FICA  taxes. 
House  bill 

No  provision. 
Senate  amendment 

Employers  who  employ  no  more  than  5  employees  at  any  time 
during  1984  would  be  allowed  a  credit  against  FICA  of  0.3%  of  tax- 
able wages  paid  during  that  year.  The  credit  would  be  limited  to 
$300  per  employer.  All  trades  or  businesses  under  common  control 
would  be  considered  to  be  one  employer  for  the  purpose  of  deter- 
mining the  number  of  employees. 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 
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D.  TIER  I  RAILROAD  RETIREMENT  TAXES 

Present  law 

The  rates  of  the  Tier  I  railroad  retirement  taxes  are  the  same  as 
the  rates  of  the  corresponding  FICA  taxes. 

House  bill 

Conforming  changes  would  be  made  in  Tier  I  railroad  retirement 
tax  rates  and  the  credit  against  1984  employee  taxes  would  be  al- 
lowed against  employee  railroad  taxes. 

Senate  amendment 
Same  as  House  bill. 

7.  Tax  on  Self-Employment  Income 

Present  law 

The  Self-Employment  Contributions  Act  (SECA)  imposes  two 
taxes  (OASDI  and  HI)  on  self-employed  individuals.  Currently,  self- 
employed  persons  pay  an  OASDI  tax  at  a  rate  approximately  equal 
to  75  percent  of  the  combined  employer-employee  rate  and  an  HI 
tax  at  a  rate  that  is  50  percent  of  the  combined  employer-employee 
rate. 

No  deduction  or  credit  is  available  for  SECA  taxes. 
House  bill 

Beginning  in  1984,  the  OASDHI  rates  for  self-employed  persons 
would  be  equal  to  the  combined  employer-employee  OASDHI  rate. 

For  1984,  self-employed  persons  would  be  allowed  a  credit  (com- 
parable to  the  credit  allowed  employers  against  the  FICA  tax) 
against  SECA  tax  equal  to  0.3  percent  of  net  self-employment 
income.  In  addition,  beginning  in  1984,  self-employed  persons 
would  be  entitled  to  a  permanent  credit  against  SECA  tax  For 
1984-87,  the  amount  of  the  credit  would  be  1.8  percent  of  net  self- 
employment  income.  For  1988  and  subsequent  years,  the  credit 
would  be  1.9  percent,  the  SECA  tax  credit  may  be  directly  taken 
into  account  in  computing  SECA  liability  for  a  taxable  year  and  es- 
timated tax  payments  for  that  year. 

Appropriations  to  the  trust  funds  would  be  based  on  the  full 
SECA  tax  rates  without  regard  to  the  credit  allowed  against  such 
taxes. 

Senate  amendment 

Same  as  House  bill,  except  that  the  total  credit  rate  would  be  2.9 
percent  of  self-employment  income  in  1984,  2.5  percent  in  1985,  2.2 
percent  in  1986,  2.1  percent  in  1987,  1988,  and  1989,  ard  2.3  percent 
in  1990  and  thereafter. 

Conference  agreement 
The  Conference  agreement  provides  that: 

a.  The  SECA  credits  for  1984  through  1989  would  be  as  follows: 
1984:  2.7  percent. 
1985:  2.3  percent. 
1986-89:  2.0  percent. 
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b.  Effective  in  1990  and  thereafter,  the  credit  would  terminate 
and  be  replaced  with  a  system  designed  to  achieve  parity  between 
employees  and  the  self-employed.  Under  this  system: 

1.  The  base  of  the  self-employment  tax  would  be  adjusted 
downward  to  reflect  the  fact  that  employees  do  not  pay  FICA 
tax  on  the  value  of  the  employer's  FICA  tax. 

2.  A  deduction  would  be  allowed  for  income  tax  purposes,  for 
half  of  SECA  Liability,  to  allow  for  the  fact  that  employees  do 
not  pay  income  tax  on  the  value  of  the  employer's  FICA  tax. 

8.  Credit  for  the  Elderly  and  Disability  Income  Exclusion 

a.  credit  for  the  elderly 

Present  law 

1.  Eligible  individuals  and  credit  rate. — Individuals  age  65  or 
over,  or  under  65  and  with  income  from  a  public  retirement 
system,  are  eligible  for  a  credit  equal  to  15  percent  of  a  base 
amount. 

2.  Base  amount — The  initial  amount  of  the  base  is: 

$2,500 — married  with  one  spouse  eligible  or  unmarried. 

$3,750 — married,  joint  return,  both  spouses  eligible. 

$1,875 — married  filing  separately. 
For  individuals  under  age  65,  the  initial  amount  is  limited  to 
income  from  a  public  retirement  system. 
The  initial  amount  is  reduced  by: 

1.  Pensions  or  annuities  received  under  Social  Security,  Rail- 
road Retirement,  and  certain  other  pensions  and  annuities  oth- 
erwise excluded  from  gross  income,  and 

2.  One-half  of  the  excess  of  adjusted  gross  income  over: 

$7,500 — single  returns. 

$10,000 — married,  joint  return. 

$5,000 — married,  separate  return. 
This  reduction  does  not  apply  to  individuals  under  age  65.  In- 
stead, the  initial  amount  is  reduced  by  certain  amounts  of  earned 
income. 

House  bill 

1.  Eligible  individuals  and  credit  rate. — Same  as  present  law, 
except  that  individuals  under  age  65  are  eligible  only  if  they  re- 
tired with  a  permanent  and  total  disability  and  have  disability 
income  from  a  public  or  private  employer  on  account  of  that  dis- 
ability. 

2.  Ba^e  amount. — The  initial  base  amount  is: 

$5,000 — married  with  one  spouse  eligible  or  unmarried. 
$7,500 — married,  joint  return,  both  spouses  eligible. 
$3,750 — married  filing  separately. 
For  individuals  under  age  65,  the  initial  amount  is  limited  to  dis- 
ability income. 

1.  Pensions  or  annuities  received  under  social  security,  Railroad 
Retirement,  and  certain  other  pensions  and  annuities  otherwise  ex- 
cluded from  gross  income  (as  under  present  law).  In  addition,  social 
security  and  railroad  disability  benefits  also  reduce  the  initial 
amount. 
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2.  One-half  of  adjusted  gross  income  over: 

$7,500 — single  returns. 

$10,000 — married,  joint  return, 

$5,000 — married,  separate  return. 
The  same  rules  for  reducing  the  initial  amount  would  apply  to 
all  eligible  individuals. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  with  technical 
amendment. 


Present  law 

Amounts  received  under  an  employer's  disability  income  plan 
generally  are  includible  in  gross  income  to  the  extent  attributable 
to  employer  contributions.  However,  permanently  and  totally  dis- 
abled individuals  who  have  retired  on  disability  and  are  under  65 
may  exclude  such  income  within  certain  limits.  The  excluded 
amount  is  limited  to  $100  per  week  and  is  reduced  by  the  excess  of 
adjusted  gross  income  over  $15,000. 

House  bill 

The  disability  income  exclusion  is  repealed.  Affected  individuals 
are  made  eligible  for  the  credit  for  elderly  and  disabled  persons  to 
the  extent  of  disability  income  (see  above). 

Effective  date. — The  provision  applies  to  taxable  years  beginning 
after  December  31,  1983. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 


B.  DISABILITY  INCOME  EXCLUSION 


9.  Reallocation  of  OASI  and  DI  Trust  Funds 


Present  law 

The  OASDI  tax  rate  is  allocated  as  indicated  below: 


[Percent] 


OASI 


01 


Employees  and  employers,  each: 


1984  

1985-89  

1990  and  after 


4.575 
4.750 
5.100 


0.825 
0.950 
1.100 


Self  employed: 


1984  

1985-89  

1990  and  after 


6.8125 
7.1250 
7.6500 


1.2375 
1.4250 
1.6500 
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House  bill 

OASDI  tax  allocated  so  that  both  funds  will  have  about  the  same 
fund  ratios,  as  indicated  below: 

[Percent] 

OASI  Dl 


Employees  and  employers,  each: 

1983   4.775  0.625 

1984-87   5.200  .500 

1988-89   5.560  .500 

1990   5.600  .600 

Self-employed  persons: 

1983   7.1125  .9375 

1984-87   10.4000  1.0000 

1988-89   11.1200  1.0000 

1990   11.2000  1.2000 


Senate  amendment 

The  OASDI  tax  would  be  allocated  so  that  both  funds  will  have 
about  the  same  fund  ratios  as  indicated  below: 


[Percent] 

OASI  Dl  OASDI 


Employers  and  employees,  each: 


1984   5.075  0.625  5.7 

1984  to  1987   5.20  .50  5.7 

1988  to  1989   5.53  .53  6.06 

1990  to  1999   5.60  .60  6.20 

2000  and  later   5.55  .65  6.20 

Self-employed  persons: 

1983   10.4625  .9375  11.40 

1984  to  1987   10.40  1.00  11.40 

1988  to  1989   11.06  1.06  12.12 

1990  to  1999   11.20  1.20  12.40 

2000  and  later   11.10  1.30  12.40 


Conference  agreement 
The  conference  agreement  provides  for  the  following  allocation: 


[Percent] 


Total  for 

Calendar  year  OASDI  and       OASI  Dl  OASDI 

HI 


Employees  and  employers,  each 


1982   6,70  4,575  0,825  5,40  1,30 

1983   6,70  4,775  .625  5,40  1,30 

1984   7,00  5,200  ,500  5,70  1,30 

1985   7,05  5,200  ,500  5,70  1,35 

1986-87   7,15  5,200  .500  5,70  1.45 

1988-89   7,51  5,530  ,530  6,06  1,45 

1990-99   7,65  5,600  ,600  6,20  1,45 
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Total  for 

Calendar  year  OASDI  and       OASI  01        OASDI  HI 

HI 


2000  and  later   7.65  5.490  .710  6.20  1.45 

Self-employed  persons 

1982   9.35  6.8125  1.2375  8.05  1.30 

1983   9.35  7.1125  .9375  8.05  1.30 

1984   14.00  10.4000  1.0000  11.40  2.60 

1985   14.10  10.4000  1.0000  11.40  2.70 

1986-87   14.30  10.4000  1.0000  11.40  2.90 

1988-89   15.02  11.0600  1.0600  12.12  2.90 

1990-99   15.30  11.2000  1.2000  12.40  2.90 

2000  and  later   15.30  10.9800  1.4200  12.40  2.90 


10.  Benefits  for  Certain  Widows,  Divorced,  and  Disabled 

Women 

A.  benefits  for  surviving  divorced  or  disabled  spouse  who 

remarries 

Present  law 

Current  law  permits  the  continuation  of  benefits  for  surviving 
spouses  who  remarry  after  age  60.  However,  benefits  for  disabled 
widow(er)s  and  disabled  surviving  divorced  spouses  (payable  from 
age  50  to  60)  and  for  surviving  divorced  spouses  (payable  at  age  60) 
are  terminated  if  the  individual  remarries. 

House  bill 

Allows  the  continuation  of  benefits  for  disabled  and  surviving  di- 
vorced spouses  upon  remarriage  if  that  marriage  takes  place  after 
the  age  of  first  eligibility  for  benefits.  Effective  for  benefits  for 
months  after  December  1983. 

(No  change  would  be  made  in  the  current  dual  entitlement  provi- 
sion of  the  law  which  allows  an  individual  to  receive  only  the  high- 
est benefit  for  which  such  individual  is  eligible.) 

Senate  amendment 
Same  as  House  bill. 

b.  change  in  indexing  deferred  survivor  benefits 
Present  law 

Survivor  benefits  are  based  on  the  amount  of  benefits  that  would 
have  been  payable  to  the  deceased  worker  as  determined  by  apply- 
ing a  benefit  formula  to  the  worker's  earnings  in  covered  em- 
ployment. Such  earnings  are  indexed  to  reflect  economy-wide  wage 
increases  through  the  second  year  before  the  death  of  the  worker. 
Beginning  with  the  year  of  death,  benefit  levels  are  indexed  to 
price  changes. 

Should  the  worker  die  long  before  retirement  age,  the  benefit  to 
which  the  widowed  spouse  ultimately  becomes  eligible  in  old-age 
(or  at  disability)  is  based  on  outdated  wages.  Thus,  women  who 
become  widowed  at  a  relatively  young  age,  but  do  not  become  eligi- 
ble for  benefits  for  many  years,  are  deprived  of  their  husband's  un- 
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realized  earnings  as  well  as  the  economy-wide  wage  increases  that 
may  have  occurred  since  the  death  of  their  husbands. 

House  bill 

In  the  case  of  deferred  survivor  benefits,  continues  indexing  the 
worker's  earnings  to  reflect  economy-wide  wage  increases  rather 
than  price  increases.  Such  wage  indexing  would  apply  through  the 
year  the  worker  would  have  reached  age  60,  or  two  years  before 
the  survivor  becomes  eligible  for  aged  or  disabled  widow's  benefits, 
whichever  is  earlier.  Effective  for  newly  eligible  survivors  after  De- 
cember 1984. 

Senate  amendment 
Same  as  House  bill. 

C.  INDEPENDENT  ENTITLEMENT  FOR  DIVORCED  SPOUSES 

Present  law 

A  divorced  spouse,  eligible  for  benefits  at  age  62,  may  not  begin 
to  draw  social  security  benefits  until  the  former  spouse  begins  to 
draw  benefits.  For  some  divorced  women,  this  means  that  they 
must  wait  several  years  beyond  their  own  retirement  age  (because 
their  former  spouse  delays  retirement  or  otherwise  fails  to  apply 
for  benefits)  before  they  can  begin  to  draw  benefits. 

House  hill 

Allows  divorced  spouses  (who  have  been  divorced  for  at  least  2 
years)  to  draw  benefits  at  age  62  if  the  former  spouse  is  eligible  for 
retirement  benefits,  whether  or  not  benefits  have  been  claimed  or 
suspended  because  of  substantial  employment.  Effective  for  bene- 
fits for  months  after  December  1984. 

Senate  amendment 

Same  as  House  bill  except  for  technical  difference. 
Conference  agreement 

The  conference  agreement  follows  the  Senate  Amendment. 

D.  INCREASED  BENEFITS  FOR  DISABLED  WIDOWS 

Present  law 

Social  Security  benefits  for  widows  and  widowers  are  first  pay- 
able at  age  60.  Benefits  are  payable  in  full  (i.e.,  100  percent  of  the 
worker's  primary  insurance  amount)  at  age  65,  and  at  reduced 
rates  at  ages  60-64  (i.e.,  phasing  up  from  71.5  percent  of  the  pri- 
mary insurance  amount  at  age  60).  Benefits  are  also  payable  at  re- 
duced rates  to  disabled  widows  and  widowers  aged  50-59  (i.e.,  phas- 
ing up  from  50  percent  of  the  primary  insurance  amount  at  age 
50). 

House  hill 

Increases  benefits  of  disabled  widow(er)s  age  50-59  to  71.5  per- 
cent of  the  primary  insurance  amount,  the  amount  to  which 
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widow(er)s  are  entitled  at  age  60.  Effective  for  benefits  for  disabled 
widows  and  widowers  for  months  after  December  1983. 

Senate  amendment 
Same  as  House  bill. 

11.  Stabilizer 

Present  law 

Social  security  benefits  are  adjusted  automatically  every  June  to 
reflect  increases  in  the  Consumer  Price  Index.  Such  adjustments 
are  made  without  regard  to  the  status  of  the  trust  fund  reserves. 

Income  to  the  social  security  system  depends  on  the  level  of 
wages  on  which  social  security  contributions  are  made.  When  in- 
creases in  prices  outrun  increases  in  wages,  income  to  the  trust 
fund  falls  behind  increases  in  benefit  payments.  Cash  flow  prob- 
lems may  then  result,  depending  on  whether  accumulated  fund  re- 
serves are  sufficient  to  make  up  the  gap  between  income  and  out- 
lays. 

There  is  no  mechanism  under  current  law  to  adjust  trust  fund 
outlays  and  revenues  to  take  account  of  economic  fluctuations. 

House  bill 

Beginning  with  1988,  if  the  fund  ratio  of  the  combined  OASDI 
Trust  Funds  as  of  the  beginning  of  a  year  is  less  than  20.0%,  the 
automatic  cost-of-living  (COLA)  adjustment  would  be  based  on  the 
lower  of  the  CPI  increase  or  the  increase  in  average  wages.  Subse- 
quently, when  the  balance  in  the  trust  funds  has  risen  to  at  least 
32  percent  of  estimated  annual  outlays,  ''catch-up"  benefit  pay- 
ments would  be  made  during  the  following  year,  as  supplements  to 
monthly  benefits  otherwise  payable,  to  the  extend  necessary  to  in- 
crease overall  benefit  levels  in  order  to  make  up  for  any  losses  in 
inflation  protection  that  result  from  basing  COLA's  on  wages 
rather  than  prices.  Such  payments  would  be  made  only  to  the 
extent  that  sufficient  funds  are  available  over  those  needed  to 
maintain  a  fund  ratio  of  32.0% 

Senate  amendment 

Similar  to  House  bill,  except  that  the  catch-up  payments  would 
supplement  monthy  benefits  otherwise  payable  to  make  up  for  the 
cumulative  dollar  losses  that  could  result  from  basing  the  adjust- 
ment on  wages  rather  than  prices. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  with  an  amend- 
ment to  provide  that  the  stabilizer  would  take  effect  with  respect 
to  the  cost-of-living  increase  payable  in  January  1985  if  the  trust 
funds  ratio  at  the  end  of  1984  is  less  15  percent.  Beginning  in  1989 
the  stabilizer  would  take  effect  if  the  trust  fund  ratio  falls  below  20 
percent. 
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12.  Procedures  To  Assure  Continued  Benefit  Payments  (Fail- 

Safe) 

Present  law 

a.  Social  security  benefits  are  financed  by  a  payroll  tax  fixed  in 
the  law.  While  benefits  are  paid  out  within  the  first  five  days  of 
each  month,  payroll  tax  revenues  are  estimated  daily  by  the  Treas- 
ury, and  credited  to  the  trust  fund  accounts  each  day. 

House  bill 

Fixed  Monthly  Tax  Transfers:  Provides  for  a  revision  of  account- 
ing procedures  under  which  the  Treasury  would  credit  to  the 
OASDHI  trust  funds,  at  the  beginning  of  each  month  the  amount 
of  payroll  tax  revenues  estimated  to  be  received  during  the  month. 
These  amounts  would  be  invested  by  the  trust  funds  as  all  other 
trust  fund  assets  are  invested;  interest  will  also  be  paid  by  the 
trust  funds  on  amounts  transferred  to  the  trust  funds  in  advance  of 
procedures  in  effect  on  January  1,  1983.  Effective  on  the  first  day 
of  the  month  following  enactment. 

Senate  amendment 

Similar  to  House  provision,  except  that  tax  receipts  would  only 
be  advanced  for  months  the  Secretary  of  the  Treasury  determines 
that  the  balances  of  the  OASDI  trust  funds  are  less  than  20%  of 
outgo.  Also,  the  interest  paid  to  the  General  Treasury  on  the  excess 
sums  so  transferred  would  be  at  the  rate  equal  to  the  average  91- 
day  Treasury  bill  rate  during  the  month,  with  such  interest  being 
payable  at  the  end  of  each  month. 

Effective. — On  enactment  through  1989. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill. 
Present  law 

b.  Interfund  borrowing  was  authorized  during  1982,  but  this  au- 
thority terminated  at  the  end  of  the  year. 

House  bill 

Interfund  borrowing:  Authorizes  interfund  benefit  borrowing  be- 
tween the  OASI,  DI  and  HI  funds  for  calendar  years  1983-87,  with 
provisions  for  repayment  to  the  lending  fund(s)  of  the  principal  and 
interest  of  all  such  loans  (including  amounts  borrowed  in  1982)  at 
the  earliest  feasible  time  but  not  later  than  the  end  of  calendar 
year  1989.  Borrowing  would  be  permitted  only  to  the  extent  there 
is  sufficient  balance  in  the  lending  fund  to  meet  its  own  obliga- 
tions. 

Senate  amendment 

Similar  to  House  bill,  except  that  (1)  interest  would  be  paid 
monthly  to  HI  on  any  outstanding  loans  to  OASDI;  (2)  OASDI 
could  not  borrow  from  HI  in  any  month  in  which  the  HI  trust  fund 
ratio  is  under  10  percent  (with  no  more  to  be  borrowed  than  would 
reduce  such  ratio  to  10  percent);  (3)  in  1983-87,  OASDI  would  repay 
loans  from  HI  whenever  the  OASDI  fund  ratio  at  the  end  of  the 
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year  exceeds  15  percent;  and  (4)  in  1988-89,  OASDI  would  repay 
HI,  in  24  equal  monthly  payments,  the  loan  balance  outstanding  at 
the  end  of  1987  (plus  interest  on  any  outstanding  loan  balance). 
Faster  payment  would  be  authorized. 

Similar  protections  would  be  provided  for  the  OASI  and  DI  trust 
funds  in  the  event  that  HI  were  to  borrow  from  OASDI. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  Amendment. 

Present  law 

c.  If  at  any  point  revenues  from  the  payroll  tax  exceed  amounts 
needed  for  benefit  payments,  the  excess  is  placed  in  the  trust  fund 
reserve.  If  revenues  fall  short  of  the  amount  needed,  the  reserves 
are  drawn  on  to  make  up  the  difference.  If  the  reserves  are  not 
adequate  to  make  up  the  shortfall,  under  current  law  the  trust 
funds  have  no  way  of  making  benefit  payments  on  time.  (Thus,  it  is 
considered  critical  to  have  at  least  one  month's  benefit  payments 
in  reserve  at  the  beginning  of  each  month,  and  to  have  enough  of  a 
reserve  to  continue  benefit  payments  through  any  decline  in  rev- 
enues during  the  year.)  The  Board  of  Trustees  is  required  to  report 
immediately  to  the  Congress  if  any  of  the  trust  funds  is  unduly 
small. 

House  bill 

Managing  Trustee  Report  to  the  Congress  Concerning  Trust  Fund 
Shortfalls:  Requires  the  Board  of  Trustees  to  report  immediately  to 
the  Congress  whenever  it  is  of  the  opinion  that  the  amount  of  any 
of  the  trust  funds  may  become  unduly  small  and  recommend  a  spe- 
cific legislative  plan  to  adjust  the  inflow  and  outgo  of  funds  to 
remedy  this  shortfall  with  due  regard  to  the  economic  situation 
that  created  the  problem  and  the  amount  of  time  available  to  act 
in  a  prudent  manner.  It  is  the  intent  that  such  legislative  action 
would  be  effective  only  so  long  as  is  necessary  to  restore  the  fund 
to  solvency. 

Senate  amendment 

Requires  the  Secretary  of  Health  and  Human  Services  to  make 
an  annual  evaluation  of  the  projected  balances  in  the  OASDHI 
trust  funds,  taking  into  account  cost-of-living  increases.  If  at  the 
start  of  any  year  after  1984  the  OASDHI  reserve  ratio  is  projected 
to  decline  from  the  start  of  the  next  year  to  the  start  of  the  follow- 
ing year  and  to  then  be  less  than  20  percent  of  a  year's  benefits, 
the  Secretary  would  be  required  to  notify  the  Congress  by  the  pre- 
ceding July  1  that  action  to  limit  the  next  COLA  will  be  necessary. 
If  no  action  is  taken,  the  Secretary  would  be  required  to  scale  back 
the  COLA  to  the  extent  necessary  to  prevent  a  decline  in  the  re- 
serve ratio.  (For  years  after  1987,  the  fund  ratios  only  for  OASDI 
would  be  considered.) 

Insofar  as  possible,  the  limitation  of  the  COLA  would  be  applied 
to  people  whose  benefits  are  based  on  a  primary  benefit  level  of 
more  than  $250  per  month.  The  determination  as  to  whether  a  lim- 
itation on  the  cost-of-living  increase  was  necessary  would  be  made 
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only  after  taking  into  account  all  other  statutory  provisions  for  as- 
suring adequate  funds. 
Effective  for  determinations  beginning  July  1,  1984. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  with  an  amend- 
ment under  which  the  Trustee's  report  to  the  Congress  must  pro- 
vide specific  information  as  to  the  extent  to  which  benefits  would 
have  to  be  reduced,  payroll  taxes  increased,  or  some  combination 
thereof,  in  order  to  restore  the  trust  fund  to  solvency. 

13.  Delayed  Retirement  Credit 

Present  law 

Persons  who  delay  retiring — and  claiming  social  security  bene- 
fits— beyond  age  65  receive  increases  in  their  benefits  amounting  to 
3  percent  per  year  for  each  year  they  delay  retirement  up  to  age 
72. 

House  hill 

Gradually  increases  the  delayed  retirement  credit  from  3  percent 
to  8  percent  per  year  for  persons  who  attain  age  65  between  1990 
and  2008.  In  order  to  conform  to  the  reduction  in  the  age  at  which 
the  earnings  test  no  longer  applies,  lowers  the  age  after  which  the 
delayed  retirement  credit  will  no  longer  be  given  from  age  72  to  70 
for  those  who  attain  age  70  after  December  1983. 

Senate  amendment 

Similar  to  House  bill  except  would  first  apply  to  people  attaining 
age  62  in  1990,  rather  than  65  in  1990,  and  would  be  fully  phased 
in  by  1995.  In  addition,  would  remove  the  upper  age  limit  on  re- 
ceipt of  delayed  retirement  credits,  effective  January  1984  (floor 
amendment). 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

14.  Reimbursement  to  Trust  Funds  for  Military  Wage  Credits 
AND  Uncashed  OASDI  Checks 

A.  military  wage  credits 

Present  law 

Gratuitous  military  wage  credits  are  provided  to  persons  who 
served  in  the  military  after  September  16,  1940.  Although  members 
of  the  armed  forces  were  compulsorily  covered  under  social  secu- 
rity in  1957,  wage  credits  continue  to  be  provided  to  military  per- 
sonnel in  recognition  of  the  value  of  non-cash  compensation  re- 
ceived. 

The  cost  of  the  additional  benefits  and  the  administrative  ex- 
penses arising  from  these  non-contributory  wage  credits  are  borne 
by  the  General  fund  on  a  retroactive  reimbursement  basis  (i.e.,  the 
costs  are  reimbursed  only  after  benefits  have  been  paid). 
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House  bill 

Provides  for  a  lump-sum  payment  to  the  OASDI  trust  funds  from 
the  General  Fund  for:  (i)  The  present  value  of  the  estimated  addi- 
tional benefits  arising  from  the  gratuitous  military  service  wage 
credits  for  service  before  1957;  (ii)  the  amount  of  the  combined  em- 
ployer-employee OASDI  taxes  on  the  gratuitous  military  service 
wage  credits  for  service  after  1956  and  before  1983.  In  addition,  the 
HI  trust  fund  would  be  credited  with  the  combined  employer-em- 
ployee HI  taxes  on  gratuitous  military  wage  credits  for  services 
after  1965  and  before  1983.  (In  the  future,  the  trust  funds  would  be 
reimbursed  on  a  current  basis  for  such  employer-employee  taxes  on 
such  wage  credits  for  service  after  1982.) 

Senate  amendment 

Similar  to  House  bill,  except  that  the  lump  sum  reimbursement 
for  the  post  1956  wage  credits  includes  1983.  Also,  the  initial  trans- 
fer for  pre- 19 57  military  wage  credits  would  be  provided  through 
the  normal  appropriations  process. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment,  except 
with  respect  to  the  appropriation  process  for  pre-1957  military 
wage  credits. 

B.  UNCASHED  OASDI  CHECKS 

Present  law 

The  trust  funds  are  not  credited  for  any  uncashed  OASDI  benefit 
checks.  Instead,  the  value  of  benefit  checks  which  are  not  cashed 
remains  in  the  General  Fund  of  the  Treasury. 

House  bill 

Provides  for  a  lump-sum  payment  to  the  OASDI  trust  funds  from 
the  General  Fund  representing  the  amount  of  uncashed  benefit 
checks  which  have  been  issued  in  the  past  plus  appropriate 
amounts  of  interest.  In  addition,  requires  the  implementation  of  a 
procedure  under  which:  (1)  the  Treasury  Department  would  make 
it  possible  to  distinguish  OASDI  checks  from  other  government 
checks;  and  (2)  the  trust  funds  would  be  credited  on  a  regular  basis 
with  an  amount  equal  to  the  value  of  all  OASDI  benefit  checks 
which  have  not  been  negotiated  for  a  period  of  6  months. 

Senate  amendment 

Similar  to  House  bill,  except  that  unnegotiated  checks  are  de- 
fined to  be  those  outstanding  for  a  period  12  months  after  issuance, 
and  no  interest  is  payable  to  the  trust  funds  on  unnegotiated 
checks.  Also,  transfers  to  the  trust  funds  would  be  subject  to  the 
annual  appropriation  process. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill;  except  for  the 
Senate  amendment  making  the  transfers  subject  to  the  annual  ap- 
propriations process. 
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IL  ADDITIONAL  PROVISIONS  RELATING  TO  LONG-TERM 
FINANCING  OF  THE  SOCIAL  SECURITY  SYSTEM 

1.  Adjustments  in  the  Normal  Retirement  Age 
Present  law 

Normal  retirement  age  (i.e.,  the  age  at  which  full  retirement 
benefits  can  be  received)  is  age  65.  Early  retirement  benefits  are 
available  at  age  62  at  a  rate  of  80  percent  of  the  full  benefit.  Medi- 
care and  SSI  benefits  are  also  available  at  age  65.  Unreduced  re- 
tirement benefits  are  available  to  workers,  spouses,  and  widows 
and  widowers  at  age  65.  Actuarially  reduced  benefits  are  available 
at  age  62  for  workers  and  spouses  and  at  age  60  for  widows  and 
widowers. 

In  computing  social  security  benefits,  a  worker's  earnings  under 
social  security  are  averaged  and  a  benefit  formula  is  applied  to 
those  average  indexed  monthly  earnings  (AIME)  to  arrive  at  the 
initial  basic  benefit  amount  called  the  primary  insurance  amount 
(PIA).  The  PIA  is  the  amount  a  worker  is  eligible  to  receive  at  65. 
Dependents'  and  survivors'  benefits  are  based  on  the  worker's  PIA. 

The  formula  for  a  worker  who  becomes  eligible  for  benefits  in 
1983  is:  90  percent  of  the  first  $254  of  AIME,  plus  32  percent  of  the 
AIME  from  $254  through  $1,528,  plus  15  percent  of  the  AIME  over 
$1,528. 

The  two  dollar  figures  in  the  formula,  $254  and  $1,528,  are  raised 
(indexed)  each  year  to  reflect  increases  in  average  wages  in  the 
economy.  Thus,  a  new  formula  is  created  each  year  for  the  new 
group  of  workers  becoming  eligible  for  benefits  in  that  year. 

The  annual  adjustment  of  the  benefit  formula  by  the  full  amount 
of  the  increase  in  average  wages  leads  to  higher  initial  benefits 
over  time  and  to  replacement  rates — the  percentage  of  a  worker's 
prior  earnings  that  are  replaced  by  his  social  security  benefit — that 
remain  at  approximately  the  same  level. 

Social  security  beneficiaries  under  age  70  who  work  and  have 
earnings  are  subject  to  a  one  dollar  reduction  in  benefits  for  every 
two  dollars  of  earnings,  when  their  earnings  exceed  certain  exempt 
amounts.  For  1983,  the  annual  exempt  amount  is  $6,600  for  people 
age  65  and  older.  The  annual  exempt  amount  is  increased  each 
year  according  to  increases  in  wages. 

House  bill 

(1)  Raises  the  normal  retirement  age  to  67  in  two  steps. 

(A)  Raises  retirement  age  to  66  by  increasing  the  age  for  full 
benefits  by  two  months  a  year  for  six  years  so  that  provision  would 
be  fully  effective  beginning  with  those  attaining  age  62  in  2005  (66 
in  2009). 

(B)  Raises  retirement  age  from  66  to  67  by  increasing  the  age  for 
full  benefits  by  two  months  a  year  for  six  years  so  that  the  provi- 
sion would  be  fully  effective  beginning  with  those  attaining  age  62 
in  2022  (67  in  2027). 

(2)  Age  62  benefits  would  be  maintained  at  an  ultimate  rate  of  70 
percent  of  full  benefits.  (After  age  for  full  retirement  is  changed  to 
67.)  No  changes  would  be  made  in  Medicare  or  SSI  benefits. 
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(3)  Requires  the  Secretary,  by  January  1,  1986,  to  conduct  and 
submit  with  recommendations  to  Congress  a  comprehensive  study 
and  analysis  of  the  impUcations  of  the  change  in  retirement  age  for 
those  individuals  affected  by  this  change  who,  because  they  are  en- 
gaging in  physically  demanding  employment  or  because  they  are 
unable  to  extend  their  working  careers  for  health  reasons,  may  not 
benefit  from  improvements  in  longevity. 

(4)  Makes  no  changes  in  the  current  law  earnings  test. 

Senate  amendment 

(1)  Raises  the  normal  retirement  age  to  66,  by  increasing  the  age 
for  full  benefits  one  month  a  year  for  12  years  (between  2000  and 
2011)  so  that  the  provision  would  be  fully  effective  beginning  with 
those  attaining  age  66  in  2015.  The  first  age  of  eligibility  for  Medi- 
care would  shift  in  tandem  with  the  new  retirement  age. 

(2)  Early  retirement  benefits  would  continue  to  be  payable  at  age 
62,  but  at  an  ultimate  rate  of  75  percent  of  full  benefits  (after  age 
for  full  retirement  is  changed  to  66.) 

(3)  Requires  the  1987  Social  Security  Advisory  council  to  study 
the  effect  of  raising  the  retirement  age  and  requires  recommenda- 
tions on  changes  to  the  DI,  SSI  and  unemployment  compensation 
programs  to  meet  the  special  needs  of  older  workers.  In  addition, 
provides  for  the  appointment,  subject  to  approval  by  the  Chairmen 
of  the  Committees  on  Finance  and  Ways  and  Means,  of  Council 
representatives  of  organized  labor  and  experts  on  the  problems  of 
older  workers,  disability  and  unemployment  and  the  labor  market. 

(4)  Between  2000  and  2007,  gradually  reduces  initial  benefit 
levels  by  5.3  percent  for  future  beneficiaries.  The  percentage  fac- 
tors in  the  benefit  formula  would  be  reduced  by  two-thirds  of  one 
percent  each  year  for  8  years,  beginning  with  those  first  becoming 
eligible  in  the  year  2000,  and  would  be  fully  effective  for  those  be- 
coming eligible  in  2007.  The  benefit  factor  reduction  would  be 
phased-in  under  the  following  schedule: 


The  applicable  percentage 


For  initial  eligibility  (or  death)  in-  Up  to  the  first  "  l,''®      Above  the 

bend  point      .jJlllr..     second  bend 


I  second  bend        , , 

points  is- 


1979-99  (current  law)  

  90.0 

32.0 

15.0 

2000 

89.4 

31.8 

14.9 

2001 

88.8 

31.6 

14.8 

2002 

88.2 

31.4 

14.7 

2003 

87.6 

31.1 

14.6 

2004 

87.0 

30.9 

14.5 

2005 

86.4 

30.7 

14.4 

2006 

85.8 

30.5 

14.3 

2007  and  after  

  85.2 

30.3 

14.2 

(5)  Gradually  phases  out,  beginning  in  1990,  the  retirement  earn- 
ings test  for  people  65  and  older.  The  exempt  amount  of  earnings 
(as  it  would  be  automatically  increased  by  wage  trends)  would  be 
further  increased  by  $3,000  in  1990  and  by  a  further  $3,000  in  each 
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of  the  next  four  years,  with  the  earnings  test  (for  people  65  and 
older)  completely  eliminated  in  1995. 

Conference  agreement 

The  conference  agreement  follows  the  House  Bill  except  for  a 
Senate  amendment,  effective  beginning  in  1990,  to  reduce  the  earn- 
ings test  offset  for  those  age  65  and  older  to  one  dollar  for  every 
three  dollars  earned  over  the  annual  exempt  amount. 

III.  MISCELLANEOUS  AND  TECHNICAL  PROVISIONS 

1.  Cash  Management 

a.  float  allowance  revision 

Present  law 

Social  security  benefit  checks  are  issued  to  beneficiaries  on  the 
third  day  of  each  month.  Current  Treasury  procedures  allow  a  two- 
day  float  before  trust  fund  monies  are  actually  transferred  to  the 
Treasury  in  order  to  pay  the  checks  which  have  been  issued. 

House  hill 

Requires  the  Secretaries  of  Treasury  and  Health  and  Human 
Services  to  conduct  a  study  consisting  of  two  separate  investiga- 
tions. The  first  concerns  the  actual  average  length  of  time  between 
the  issuance  of  benefit  checks  and  their  redemption;  the  second 
would  deal  with  the  feasibility  and  desirability  of  providing  for  the 
transfer  on  a  daily  basis  to  the  general  fund  from  the  appropriate 
trust  fund  amounts  equal  to  the  amounts  of  benefit  checks  which 
are  paid  by  the  Federal  Reserve  Banks  on  that  day. 

The  Secretary  of  the  Treasury  would  be  required  to  promulgate 
regulations  to  implement  the  changes  found  appropriate  by  these 
investigations. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

B.  INTEREST  ON  LATE  STATE  DEPOSITS 

Present  law 

The  annual  interest  rate  charged  on  late  payments  of  social  secu- 
rity contributions  due  on  the  earnings  of  State  and  local  employees 
is  6  percent  per  annum. 

House  bill 

Changes  the  rate  of  interest  charged  on  late  payments  of  social 
security  contributions  due  on  the  earnings  of  state  and  local  em- 
ployees to  a  rate  equal  to  the  average  interest  rate  earned  by  new 
special  obligations  of  the  trust  funds  during  the  period  of  the  delin- 
quency. (Effective  with  respect  to  payments  due  for  wages  paid 
after  Dec.  31,  1983.) 
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Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  Senate  Amendment. 

C.  TRUST  FUND  INVESTMENT  PROCEDURES 

Current  law 

Payroll  tax  revenues  which  are  in  excess  of  the  amount  neces- 
sary to  pay  current  benefits  generally  must  be  invested  in  "special 
issue"  obligations  available  for  purchase  only  by  the  trust  funds. 
Such  obligations  have  maturities  fixed  with  due  regard  for  the 
needs  of  the  trust  funds  and  bear  an  interest  rate  equal  to  the 
average  market  yield  on  all  marketable,  interest  bearing  obliga- 
tions of  the  U.S.  which  are  not  due  or  callable  within  4  years. 

House  hill 

Requires  the  managing  trustee  of  the  Social  Security  Trust 
Funds  to  redeem  most  current  trust  fund  investments  and  make  all 
future  investments  in  a  new  type  of  Treasury  public  debt  obliga- 
tion bearing  interest  at  a  rate  that  varies  from  month  to  month. 
For  each  month,  the  interest  rate  on  the  new  type  of  obligation 
will  be  equal  to  the  higher  of  (1)  the  average  market  yield  over  the 
preceding  month  on  all  public-debt  obligations  (other  than  ' 'flower 
bonds")  with  maturities  of  more  than  4  years  or  (2)  the  average 
market  yield  for  similar  obligations  with  4  years  or  less  to  maturi- 
ty. 

Requires  that  annual  reports  of  the  Social  Security  Boards  of 
Trustees  to  the  Congress  include  a  certification  by  the  chief  actu- 
ary of  the  Social  Security  Administration  that  the  reports  meet 
generally  accepted  standards  within  the  actuarial  profession. 

Allows  the  1983  annual  reports  to  be  filed  any  time  before  45 
days  after  enactment. 

Senate  amendment 

Similar  to  House  bill,  except  that  the  interest  rate  to  be  applied 
to  the  social  security  investments  would  be  the  same  long-term, 
special-issue  rate  used  under  current  law.  The  redeemed  invest- 
ments and  all  future  funds  would  be  invested  in  special  depository 
accounts,  rather  than  new  special  issue  obligations. 

Also,  requires  actuarial  statement,  but  does  not  have  to  certify 
the  reasonableness  of  the  assumptions  and  cost  estimates  underly- 
ing the  trustee's  report  (floor  amendment). 

No  provision. 

Conference  agreement 

Both  Houses  recede  with  respect  to  trust  fund  investment  proce- 
dures. With  respect  to  the  actuarial  statement  and  the  delay  of  the 
1983  Trustees'  report,  the  conference  agreement  follows  the  House 
bill,  with  an  amendment  providing  that  the  certification  shall  not 
refer  to  economic  assumptions  underlying  the  Trustees'  report. 
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D.  SEPARATE  TREATMENT  OF  TRUST  FUND  OPERATIONS  UNDER  UNIFIED 

BUDGET 

Present  law 

Beginning  with  1969,  the  financial  operations  of  the  social  secu- 
rity trust  funds  have  been  included  in  the  unified  budget  of  the 
Federal  Government. 

House  bill 

Provides  for  the  display  of  OASI,  DI,  HI  and  SMI  fund  operations 
as  a  separate  function  within  the  budget.  Beginning  with  fiscal 
year  1989,  these  trust  fund  operations  (except  for  SMI)  would  be  re- 
moved from  the  unified  budget. 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  except  that  the 
trust  fund  operations  would  not  be  removed  from  the  unified 
budget  until  fiscal  year  1992. 

2.  Elimination  of  Gender-Based  Distinctions  Under  the  Old- 
Age,  Survivors,  and  Disabiuty  Insurance  Program 

Unless  otherwise  noted,  the  proposed  amendments  concerning 
the  elimination  of  gender-based  distinctions  would  be  effective  with 
respect  to  benefits  payable  for  months  after  the  month  of  enact- 
ment. 

A.  DIVORCED  HUSBANDS 

Present  law 

The  Social  Security  Act  provides  for  the  payment  of  benefits  to 
aged  divorced  wives  and  aged  or  disabled  surviving  divorced  wives 
but  benefits  are  not  provided  for  similarly  situated  men. 

House  hill 

Amends  the  statute  to  confrom  to  court  decisions  by  providing 
social  security  benefits  for  aged  divorced  husbands  and  aged  or  dis- 
abled surviving  divorced  husbands  based  on  their  former  wives 
earnings  records.  (SSA  is  currently  complying  with  court  decisions.) 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

B.  REMARRIAGE  OF  SURVIVING  SPOUSE  BEFORE  AGE  60 

Present  law 

Widows  and  widowers  who  remarry  before  age  60  are  treated  dif- 
ferently with  respect  to  their  eligibility  for  benefits  based  on  their 
deceased  spouses'  earnings.  A  woman  may  qualify  for  benefits  as  a 
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surviving  spouse,  even  though  she  has  remarried,  so  long  as  she  is 
not  married  at  the  time  she  applies  for  benefits.  A  man,  however, 
under  current  law  loses  forever  his  eligibility  as  a  surviving  spouse 
of  his  deceased  wife  worker  if  he  remarries  before  age  60.  Since  the 
decision  of  Mertz  v.  Harris  (1980),  SSA  has  paid  benefits  to  remar- 
ried widowers  on  the  same  basis  as  to  remarried  widows. 

House  hill 

Amends  the  statute  to  conform  to  court  decisions  by  making  the 
requirements  for  widowers'  and  widows'  benefits  consistent.  (SSA  is 
currently  complying  with  the  aforementioned  court  decisions.) 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

C.  ILLEGITIMATE  CHILDREN 

Present  law 

An  illegitimate  child  may  be  eligible  for  benefits  based  upon  a 
man's  earnings,  without  regard  to  the  appropriate  State  intestate 
laws,  if  among  other  things,  the  man  has  been  decreed  by  a  court 
to  be  the  father  of  the  child,  or  the  man  is  shown  by  evidence  satis- 
factory to  the  Secretary  to  be  the  father  of  the  child.  Similar  provi- 
sions do  not  currently  apply  when  an  illegitimate  child  claims  a 
benefit  based  upon  his  mother's  earnings. 

House  hill 

Provides  that  illegitimate  children  would  be  eligible  for  benefits 
based  on  their  mother's  earnings  as  they  are  currently  for  benefits 
based  on  their  father's  earnings. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

D.  TRANSITIONAL  INSURED  STATUS 

Present  law 

Certain  workers  who  attained  age  72  before  1969  are  eligible  for 
social  security  benefits  under  transitional  insured  status  provisions 
which  require  fewer  quarters  of  coverage  than  would  ordinarily  be 
required.  Wives  and  widows  of  eligible  male  workers  who  reached 
72  prior  to  1969  also  are  eligible  for  benefits  under  this  provision, 
but  husbands  and  widowers  of  eligible  female  workers  are  not. 

House  hill 

Extends  to  husbands  and  widowers  the  transitionally  insured 
status  provisions  which  currently  apply  to  wives  and  widows. 
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Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

E.  PROUTY  BENEFITS 

Present  law 

Special  payments  are  provided  to  persons  who  attained  age  72 
before  1968  and  who  have  no  quarters  of  coverage  and  to  persons 
age  72  in  1968  or  after  who  have  at  least  three  quarters  of  coverage 
for  every  year  after  1966  and  before  the  year  of  attainment  of  age 
72.  However,  even  though  each  spouse  must  meet  the  same  eligibil- 
ity requirements  if  he  or  she  were  not  married,  once  the  eligibility 
of  both  is  determined,  the  couple  is  treated  as  if  the  husband  were 
the  retired  worker  and  the  wife  were  the  dependent.  The  benefit  is 
allocated  so  that  the  husband  is  paid  two-thirds  of  the  benefit  and 
the  wife  is  paid  one-third. 

House  hill 

Provides  that  where  both  husband  and  wife  each  qualify  for 
Prouty  benefits  under  Section  228  of  the  Social  Security  Act,  each 
would  receive  a  full  monthly  benefit. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

F.  fathers'  insurance  benefits 

Present  law 

A  young  wife,  widowed  mother  or  surviving  divorced  mother  who 
has  an  entitled  child  under  age  16  in  her  care  receives  a  benefit  for 
both  herself  and  her  child  based  upon  the  earnings  of  her  husband. 
Under  the  law  a  similarly  situated  father  cannot  qualify  for  bene- 
fits based  on  his  retired,  disabled,  or  deceased  wife's  earnings. 

House  hill 

Amends  the  statute  to  conform  to  court  decisions  by  providing 
social  security  benefits  for  a  father  who  has  in  his  care  an  entitled 
child  of  his  retired,  disabled,  or  deceased  wife  (or  deceased  former 
wife).  (SSA  is  currently  complying  with  the  aforementioned  court 
decisions.) 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 
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G.  EFFECT  OF  MARRIAGE  ON  CHILDHOOD  DISABIUTY  AND  OTHER 
dependents'  or  survivors'  BENEFITS 

Present  law 

When  a  childhood  disability  beneficiary  is  married  to  another 
childhood  disability  beneficiary  or  to  a  disabled  worker  beneficiary, 
and  the  disability  benefits  of  one  of  the  beneficiaries  is  terminated 
because  the  beneficiary  recovers  or  engages  in  substantial  work, 
the  continued  eligibility  of  the  other  spouse  depends  upon  the 
spouse's  sex.  A  woman's  childhood  disability  benefits  end  when  her 
husband's  disability  benefits  end.  However,  a  man's  childhood  dis- 
ability benefits  are  not  terminated  when  his  wife's  disability  bene- 
fits end. 

House  bill 

Continues  the  benefits  of  a  childhood  disability  beneficiary,  re- 
gardless of  sex,  when  the  beneficiary's  spouse  is  no  longer  eligible 
for  benefits  as  a  childhood  disability  beneficiary  or  disabled  worker 
beneficiary. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

H.  EFFECTS  OF  MARRIAGE  ON  OTHER  DEPENDENTS'  OR  SURVIVORS' 

BENEFITS 

Present  law 

If  a  childhood  disability  beneficiary  or  disabled  worker  benefici- 
ary marries  a  person  receiving  certain  kinds  of  social  security  de- 
pendent or  survivor  benefits,  the  benefits  of  each  individual  contin- 
ue. If  the  disabled  beneficiary  is  a  male  and  he  recovers  or  engages 
in  substantial  work  and  his  benefits  are  terminated,  his  wife's 
benefits  also  end.  If,  however,  the  disabled  beneficiary  is  a  woman, 
her  husband's  benefits  are  not  terminated  when  her  disability 
benefits  end. 

House  hill 

Continues  social  security  payments  to  an  individual,  regardless 
of  sex,  who  is  receiving  dependents'  or  survivors'  benefits,  when  his 
or  her  spouse  is  no  longer  eligible  for  childhood  disability  benefits 
or  benefits  as  a  disabled  worker. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 
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I.  CREDIT  FOR  MIUTARY  SERVICE 

Present  law 

A  widow  (but  not  a  widower)  is  permitted,  under  certain  circum- 
stances, to  waive  the  right  to  a  civil  service  survivor's  annuity  and 
receive  credit  (not  otherwise  possible)  for  military  service  prior  to 
1957  for  purposes  of  determining  eligibility  for  and  the  amount  of, 
social  security  survivors'  benefits. 

House  bill 

Allows  widowers  to  exercise  the  option  to  waive  the  right  to  a 
civil  service  survivor's  annuity  in  the  same  way  as  is  currently  per- 
mitted for  widows. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

3.  Coverage 

A.  foreign  affiliates  of  AMERICAN  EMPLOYERS 

Present  law 

Work  by  a  U.S.  citizen  outside  the  U.S.  for  a  foreign  subsidiary  of 
a  domestic  corporation  is  covered  by  social  security  if  the  domestic 
corporation  arranges  for  coverage  by  entering  into  a  voluntary 
agreement  with  the  Internal  Revenue  Service;  the  agreement  ap- 
plies to  all  citizens  subsequently  employed  by  the  subsidiary  if 
their  work  would  be  covered  if  performed  in  the  U.S. 

A  "foreign  subsidiary"  of  a  domestic  corporation  is  defined  as  a 
foreign  corporation  of  which:  not  less  than  20  percent  of  its  voting 
stock  is  owned  by  a  domestic  corporation;  or  more  than  50  percent 
of  its  voting  stock  is  owned  by  another  foreign  corporation  and  at 
least  20  percent  of  the  latter  corporation's  voting  stock  is  owned  by 
a  domestic  corporation. 

A  domestic  corporation  which  has  entered  into  a  voluntary 
agreement  providing  for  social  security  coverage  of  U.S.  citizens 
employed  by  its  foreign  subsidiary  can  also  elect  to  include  such 
U.S.  citizens  in  its  qualified  pension,  profit-sharing,  stock  bonus, 
etc.  plans.  A  similar  rule  applies  to  U.S.  citizens  employed  by  a  do- 
mestic corporation's  domestic  subsidiary  that  operates  primarily 
abroad. 

House  bill 

Broadens  the  availability  of  social-security  coverage  to  American 
citizens  working  abroad  by:  (1)  permitting  coverage  of  American 
citizens  working  outside  the  United  States  for  a  foreign  affiliate  of 
an  American  employer;  and  (2)  reducing  the  ownership  interest  in 
the  foreign  affiliate  that  is  required  to  be  held  by  the  American 
employer  from  20  percent  to  10  percent  (either  directly  or  through 
one  or  more  entities).  These  changes  would  be  effective  upon  enact- 
ment. 
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In  addition,  coverage  would  be  extended  to  include  employees  of 
American  employers  and  affiliates  who  are  residents  of  the  United 
States  as  well  as  American  citizens.  (This  provision  applies  general- 
ly to  remuneration  paid  after  December  31,  1983.) 

Conforming  changes  would  be  made  in  the  provisions  relating  to 
the  extension  of  coverage  under  qualified  pension,  profit-sharing, 
stock  bonus,  etc.  plans  for  employees  of  a  domestic  corporation's 
subsidiary. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

B.  FOREIGN  EARNED  INCOME  EXCLUSION 

Present  law 

U.S.  citizens  and  resident  aliens  who  are  not  residents  of  a  for- 
eign country  for  a  full  year  compute  their  net  self-employment 
income  for  purposes  of  social  security  taxes  (SECA)  without  regard 
to  the  foreign  earned  income  exclusion.  However,  no  coverage  is 
provided  for  these  taxable  earnings. 

U.S.  citizens  who  are  residents  of  a  foreign  country  compute 
their  net  self-employment  income  excluding  amounts  which  are 
also  excluded  for  income  tax  purposes  by  the  foreign  earned 
income  exclusion. 

House  bill 

Provides  that  foreign  earned  income  which  is  currently  subject  to 
social  security  self-employment  tax  would  be  creditable  for  socied 
security  coverage  purposes,  effective  with  respect  to  taxable  years 
beginning  after  December  31,  1981. 

Provides  that  all  net  self-emplojonent  income  would  be  computed 
for  SECA  purposes  without  regard  to  the  foreign  income  exclusion, 
effective  with  respect  to  remuneration  paid  after  December  31, 
1983. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

C.  INCLUDING  ELECTIVE  FRINGE  BENEFITS  AND  NONQUALIFIED 
DEFERRED  COMPENSATION  IN  THE  SOCIAL  SECURITY  WAGE  BASE 

Present  law 

(1)  Cash  or  deferred  arrangements  (Code  section  401(k)J. — Under  a 
cash  or  deferred  arrangement  forming  a  part  of  a  qualified  profit- 
sharing  or  stock  bonus  plan,  a  covered  employee  may  elect  to  have 
the  employer  contribute  an  amount  to  the  plan  on  the  employee's 
behalf  or  to  receive  such  amount  directly  in  cash.  Amounts  contrib- 
uted to  the  plan  pursuant  to  the  election  are  treated  as  employer 
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contributions  and  are  excluded  from  the  employee's  taxable  income 
and  social  security  wage  base. 

(2)  Cafeteria  plans  (Code  section  125). — Under  a  cafeteria  plan  of 
an  employer,  an  employee  may  choose  among  various  benefits  in- 
cluding cash,  taxable  benefits  and  nontaxable  benefits  (including  a 
cash  or  deferred  arrangement)  offered  under  the  plan.  If  certain  re- 
quirements are  met,  amounts  applied  toward  nontaxable  benefits 
are  excluded  from  the  employee's  taxable  income  and  generally 
from  the  social  security  wage  base. 

(3)  Tax-sheltered  annuities  (Code  section  40S(h)). — Subject  to  cer- 
tain limitations,  amounts  paid  by  the  employer  for  the  purchase  of 
a  tax-sheltered  annuity  for  an  eligible  employee  are  excluded  from 
the  employee's  taxable  income  and  social  security  wage  base.  Tax- 
sheltered  annuities  may  be  purchased  for  employees  of  educational 
institutions  and  certain  tax-exempt  organizations.  Tax-sheltered 
annuities  may  be  purchased  pursuant  to  a  salary  reduction  agree- 
ment. 

(4)  Nonqualified  deferred  compensation  plans. — Amounts  de- 
ferred under  a  nonqualified  deferred  compensation  plan  generally 
are  taxable  when  they  are  paid  or  when  there  is  no  substantial  risk 
of  forfeiture,  depending  upon  whether  or  not  the  plan  is  unfunded 
or  funded.  However,  if  the  plan  is  a  retirement  plan  or  the 
amounts  are  paid  on  account  of  retirement,  the  amounts  are  gener- 
ally excludible  from  FICA  and  FUTA.  These  plans  may  be  utilized 
by  (1)  taxable  employers  to  provide  retirement  benefits  in  excess  of 
those  permitted  under  tax-qualified  retirement  plans  or  coverage 
limited  primarily  to  highly  compensated  or  management  employ- 
ees, (2)  tax-exempt  employers,  and  (3)  State  and  local  governments. 

House  bill 

(1)  An  employer's  plan  contributions  on  behalf  of  an  employee 
under  a  qualified  cash  or  deferred  arrangement  would  be  includible 
in  the  social  security  wage  base  for  tax  and  coverage  purposes  to 
the  extent  that  the  employee  could  have  elected  to  receive  cash  in 
lieu  of  the  contribution,  effective  for  remuneration  paid  after  Dec. 
31,  1983. 

(2)  Amounts  subject  to  an  employee's  designation  under  a  cafete- 
ria plan  would  be  includible  in  the  social  security  wage  base  to  the 
extent  that  such  amounts  may  be  paid  to  the  employee  in  cash  or 
property  or  applied  to  provide  a  benefit  for  the  employee  not  ex- 
cluded from  the  FICA  wage  base  effective  for  remuneration  paid 
after  Dec.  31,  1983. 

(3)  Amounts  paid  by  an  employer  for  a  tax-sheltered  annuity  for 
an  employee  will  be  includible  in  the  social  security  wage  base. 

(4)  No  provision. 

Senate  amendment 

(1)  Same  as  House  bill. 

(2)  Same  as  House  bill,  except  applies  only  to  cafeteria  plans 
which  include  a  cash-or-deferred  arrangement  as  one  of  the  option- 
al fringe  benefits. 

(3)  Any  amounts  paid  by  an  employer  to  a  tax-sheltered  annuity 
by  reason  of  a  salary  reduction  agreement  between  the  employer 
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and  the  employee  would  be  includible  in  the  social  security  wage 
base. 

(4)  The  amount  deferred  under  a  (nonqualified)  compensation 
plan  will  be  includible  in  the  social  security  wage  base  as  of  the 
later  of  (1)  when  the  services  are  performed  or  (2)  when  there  is  no 
substantial  risk  of  forfeiture  of  the  rights  to  the  amounts.  In  the 
case  of  a  governmental  plan,  a  deferred  compensation  plan  will 
only  include  certain  nonqualified  plans  of  State  and  local  govern- 
ments. 

Conference  agreement 

(1)  The  conference  agreement  generally  follows  the  House  bill 
and  the  Senate  amendment  with  respect  to  qualified  cash  or  de- 
ferred arrangements.  Employer  contributions  to  these  arrange- 
ments will  be  taxable  for  FICA  and  FUTA  purposes  whether  or  not 
the  cash  or  deferred  arrangement  is  part  of  a  cafeteria  plan.  A 
transition  rule  is  provided  to  exclude  certain  remuneration  paid 
after  the  effective  date  of  this  provision  if  paid  pursuant  to  certain 
elective  deferrals  made  before  January  1,  1984  (January  1,  1985, 
with  respect  to  FUTA  taxes). 

(2)  The  conference  agreement  contains  no  other  provision  con- 
cerning the  inclusion  of  amounts  applied  toward  nontaxable  (for 
FICA  purposes)  benefits  in  a  cafeteria  plan. 

(3)  The  conference  agreement  generally  follows  the  Senate 
amendment  by  providing  that  employer  contributions  to  a  section 
403(b)  annuity  contract  would  be  included  in  the  wage  base  if  made 
by  reason  of  a  salary  reduction  agreement  (whether  evidenced  by  a 
written  agreement  or  otherwise).  For  this  purpose,  the  conferees 
intend  that  employment  arrangements,  which  under  the  facts  and 
circumstances  are  determined  to  be  individually  negotiated,  would 
be  treated  as  salary  reduction  agreements.  Of  course,  the  mere  fact 
that  only  one  individual  is  receiving  employer  contributions  {e.g., 
where  the  employer  has  only  a  few  employees,  only  one  of  whom  is 
a  member  of  a  class  eligible  for  such  contributions)  is  not,  by  itself, 
to  be  considered  proof  of  individual  negotiation. 

(4)  With  respect  to  nonqualified  deferred  compensation  plans,  the 
conference  agreement  generally  follows  the  Senate  amendment 
that  includes  amounts  deferred  in  the  employee's  FICA  and  FUTA 
wage  base  when  services  are  performed  or,  if  later,  when  there  is  a 
lapse  of  a  substantial  risk  of  forfeiture  (within  the  meaning  of  sec. 
83)  of  the  employee's  right  to  those  amounts.  As  under  present  law, 
amounts  treated  as  employer  contributions  under  a  State  pick-up 
plan  (sec.  414(h)(2))  or  amounts  deferred  under  eligible  State  and 
local  deferred  compensation  arrangements  are  includible  in  the 
wage  base  when  deferred.  The  conference  agreement  provides  that 
any  payment  to,  or  on  behalf  of,  an  employee  or  his  beneficiary 
under  certain  supplemental  retirement  plans,  which  provide  cost- 
of-living  adjustments  to  the  pension  benefits  under  tax-qualified 
plans,  will  not  be  included  in  the  wage  base.  Finally,  under  the 
conference  agreement,  in  the  case  of  certain  agreements,  in  exist- 
ence on  March  24,  1983,  between  a  nonqualified  deferred  compensa- 
tion plan  and  an  individual,  the  provision  would  only  apply  to  serv- 
ices performed  after  December  31,  1983  (December  31,  1984,  for 
FUTA  purposes). 
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D.  STANDBY  PAY 

Present  law 

Any  payment  (other  than  vacation  or  sick  pay  made  to  an  em- 
ployee after  the  month  in  which  he  or  she  attains  age  62,  where 
the  employee  did  not  work  for  the  employer  in  the  period  in  which 
such  payment  is  made,  is  excluded  from  the  definition  of  wages  for 
both  benefit  and  tax  purposes. 

House  bill 

Includes  in  the  statutory  definition  of  wages,  payments  made  to 
an  individual  with  the  expectation  that  he  or  she  will  subsequently 
render  services  (effective  with  respect  to  calendar  years  beginning 
after  the  sixth  month  after  date  of  enactment). 

Senate  amendment 

Same  as  House  bill,  except  it  would  be  effective  for  remuneration 
paid  after  1983. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

E.  CODIFICATION  OF  ROWAN  DECISION  WITH  RESPECT  TO  MEALS  AND 

LODGING 

Present  law 

In  Rowan  Companies,  Inc.  v.  United  States,  452  U.S.  247  (1981), 
the  Supreme  Court  stated  that  the  definition  of  "wages"  for  FICA 
purposes  must  be  interpreted  in  regulations  in  the  same  manner  as 
for  income-tax  withholding  purposes.  At  issue  in  Rowan  Compa- 
nies, Inc.  was  the  exclusion,  for  FICA  tax  purposes,  of  employer 
provided  meals  and  lodging  from  gross  income  under  code  sec.  119. 

House  bill 

With  the  exception  of  the  value  of  meals  and  lodging  provided 
for  the  convenience  of  the  employer,  the  determination  of  whether 
or  not  amounts  are  includible  in  the  social  security  wage  base  is  to 
be  made  without  regard  to  whether  such  amounts  are  treated  as 
wages  for  income  tax  withholding  purposes.  In  addition,  the  bill 
provides  that  the  definition  of  wages  for  social  security  tax  and 
benefit  purposes  is  revised  to  exclude  the  value  of  employer  pro- 
vided meals  and  lodging  if  such  value  is  excluded  from  the  employ- 
ee's gross  income.  The  provision  applies  to  remuneration  paid  after 
December  31,  1983. 

Senate  amendment 
Same  as  House  bill. 

F.  EXCLUSION  OF  EMPLOYER  PAYMENTS  MADE  UNDER  SIMPLIFIED 
EMPLOYEE  PENSION  PLANS 

Present  law 

In  1978,  the  Internal  Revenue  Code  was  amended  to  exclude 
from  wages  for  social  security  tax  purposes  employer  payments  to 
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or  on  behalf  of  an  employee  under  a  simplified  employee  pension 
(SEP)  plan.  However,  no  corresponding  change  was  made  to  the 
Social  Security  Act  definition  of  covered  wages. 

House  hill 

Amends  the  Social  Security  Act  to  exclude  in  the  definition  of 
covered  wages  for  social  security  coverage  purposes  employer  con- 
tributions to  a  simplified  employee  pension  (SEP)  plan.  Effective 
with  respect  to  remuneration  paid  after  December  31,  1983. 

Senate  amendment 

Same  as  House  bill,  except  also  changes  definition  for  FUTA  pur- 
poses effective  January  1,  1985. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

G.  DEFINITION  OF  EMPLOYER  FOR  WITHHOLDING  ON  SICK  PAY 

Present  law 

Present  law  includes  in  the  definition  of  wages  for  the  purpose  of 
social  security  and  railroad  retirement  taxes,  payments  made 
under  a  sick  pay  plan  to  an  employee  or  any  of  his  dependents  by  a 
third-party  on  account  of  the  employee's  illness. 

Proposed  Treasury  regulations  would  require  a  third-party  payor 
(for  example,  an  insurance  company)  to  withhold  social  security  or 
railroad  retirement  taxes  on  the  sick  pay  payments  they  make  as  if 
they  were  paying  wages.  However,  the  third-party  payor  would  be 
permitted  to  shift  responsibility  for  the  employer's  portion  of  the 
tax  to  the  leist  employer  for  whom  the  employee  worked. 

House  hill 

Provides  that,  to  the  extent  permitted  in  regulations,  a  multi-em- 
ployer plan  which  makes  sick  pay  payments  will  be  treated  as  the 
agent  of  the  employer  for  whom  services  are  normally  rendered. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment. 

H.  CONFORMING  AMENDMENTS  TO  FUTA  WAGE  BASE 

Present  law 

The  definition  of  wages  subject  to  tax  under  the  Federal  Unem- 
ployment Tax  Act  (FUTA)  is  similar  to  the  definition  of  wages  sub- 
ject to  FICA. 

House  hill 
No  provision. 
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Senate  amendment 

The  bill  amends  FUTA  to  conform  to  changes  made  in  the  FICA 
wage  base  by  this  bill  and  P.L.  97-123  with  respect  to  elective  com- 
pensation, standby  pay,  the  Rowan  decision,  simplified  employee 
pensions,  and  sick  pay  (items  above). 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

I.  INTERNATIONAL  SOCIAL  SECURITY  AGREEMENTS 

Present  law 

An  international  Social  Security  agreement  is  to  establish 
"methods  and  conditions  for  determining  under  which  system  [i.e., 
the  foreign  system  or  our  own]  employment,  self-employment,  or 
other  service  shall  result  in  a  period  of  coverage".  However, 
through  an  inadvertent  drafting  error  earnings  that  are  intended 
to  be  covered  under  the  U.S.  system  pursuant  to  an  international 
social  security  agreement  are  not  covered  because  U.S.  social  secu- 
rity taxes  cannot  be  imposed  on  the  earnings. 

House  bill 

Provides  for  the  imposition  of  social  security  taxes  if  an  interna- 
tional social  security  agreement  provides  for  coverage  under  the 
U.S.  social  security  system.  (Effective  for  taxable  years  after  the 
date  of  enactment.) 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

J.  STATE  AND  LOCAL  EMPLOYEE  GROUPS  IN  UTAH 

Present  law 

Utah  is  permitted  to  extend  social  security  coverage  to  specific 
entities  listed  in  the  law  as  separate  coverage  groups.  The  names  of 
some  of  the  entities  specifically  listed  in  the  law  have  changed 
since  the  provision  was  enacted. 

House  bill 

Amends  the  provision  in  the  Social  Security  Act  listing  entities 
for  which  Utah  may  arrange  social  security  coverage  to  provide 
that  coverage  would  not  be  affected  by  a  subsequent  change  in  the 
name  of  any  of  the  entities. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 
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K.  EFFECTIVE  DATES  OF  INTERNATIONAL  SOCIAL  SECURITY  AGREEMENTS 

Present  law 

Totalization  agreements  can  only  become  effective  after  the  expi- 
ration of  a  period  during  which  each  House  of  the  Congress  has 
been  in  session  on  each  of  90  days.  (This  has  been  interpreted  to 
mean  that  both  Houses  of  Congress  must  be  in  session  on  a  particu- 
lar day  for  it  to  count  in  the  90-day  calculation. 

House  bill 

Provides  that  totalization  agreements  can  become  effective  after 
the  expiration  of  a  period  during  which  only  one  House  of  the  Con- 
gress must  be  in  session  on  each  of  60  days. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

4.  Additional  Amendments 

a.  technical  and  conforming  amendments  to  the  maximum 
family  benefit  provisions 

Present  law 

When  children  are  simultaneously  entitled  to  benefits  on  the 
records  of  two  or  more  workers,  the  Maximum  Family  Benefits 
payable  on  each  record  are  combined  for  the  purposes  of  determin- 
ing the  benefits  payable  to  those  children.  The  law  contains  a  limit, 
however,  on  the  highest  possible  combined  Maximum  Family  Bene- 
fit, sometimes  referred  to  as  the  super  maximum.  Whenever  the 
wage  base  increases  (in  January  of  every  year),  the  super  maxi- 
mum is  recomputed.  In  addition,  in  June  of  each  year  the  super 
maximum  is  increased  when  the  cost-of-living  adjustment  is  made 
in  general  benefit  levels.  Thus,  families  whose  benefits  are  limited 
by  the  super  maximum  can  have  their  benefits  unexpectedly  in- 
creased or  decreased  each  January  when  the  super  maximum  is  re- 
computed. 

House  bill 

Provides  that  after  initial  entitlement,  a  family's  super  maxi- 
mum would  be  adjusted  each  year  when  a  cost-of-living  increase  is 
provided  to  everyone  on  the  benefit  rolls. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 
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B.  RELAXATION  OF  INSURED  STATUS  REQUIREMENTS  FOR  CERTAIN 
WORKERS  PREVIOUSLY  ENTITLED  TO  DISABILITY  INSURANCE  BENEFITS 

Present  law 

Workers  who  are  disabled  before  age  31  have  a  lower  insured 
status  requirement  than  older  workers.  However,  such  a  worker 
who  recovers  from  his  or  her  disability  and  subsequently  becomes 
disabled  again  at  age  31  or  later  may  have  difficulty  establishing 
entitlement  to  disability  benefits  at  that  time  because  he  or  she 
has  not  had  sufficient  time  to  obtain  the  necessary  20  quarters  of 
coverage  before  the  subsequent  disability. 

House  bill 

Provides  that  a  worker  who  had  a  period  of  disability  which 
began  before  age  31,  recovered,  and  then  became  disabled  again  at 
age  31  or  later  would  again  be  insured  for  disability  benefits  if  he/ 
she  had  quarters  of  coverage  in  half  the  calendar  quarters  after 
age  21  and  through  the  quarter  in  which  the  later  period  of  disabil- 
ity began  (up  to  a  maximum  of  20  out  of  40  quarters).  Effective  gen- 
erally for  applications  filed  after  enactment. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

C.  ILLEGITIMATE  CHILDREN  OF  DISABLED  BENEFICIARIES — FIRST  MONTH 

OF  ENTITLEMENT 

Present  law 

The  first  month  for  which  certain  benefits  are  paid  is  delayed 
from  the  month  during  which  the  individual  satisfied  the  various 
entitlement  conditions  to  the  first  month  throughout  which  those 
conditions  were  satisfied.  This  provision  does  not  apply  to  the  bene- 
fits of  illegitimate  children  of  retired  beneficiaries.  However,  this 
provision  does  apply  to  the  illegitimate  children  of  disabled  work- 
ers. 

House  hill 

Provides  social  security  monthly  benefits  to  the  illegitimate  child 
of  a  disabled  worker  for  a  month  in  which  the  child  satisfied  all 
other  entitlement  conditions  but  was  not  eligible  for  benefits  be- 
cause the  acknowledgment  or  court  decree  or  order  establishing 
parenthood  occurred  later  than  the  first  day  of  that  month.  Effec- 
tive on  enactment. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 
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D.  ONE-MONTH  RETROACTIVITY  OF  WIDOW's  AND  WIDOWER's  BENEFITS 

Present  law 

The  payment  of  retroactive  benefits  is  prohibited  if  such  pay- 
ment would  require  the  lowering  of  future  benefits. 

House  bill 

Allows  an  aged  widow  or  widower  to  receive  actuarially  reduced 
benefits  for  the  month  in  which  the  insured  spouse  died,  if  the  ap- 
plication is  filed  in  the  following  month,  even  though  the  retroac- 
tive payment  would  result  in  lower  future  monthly  benefits  than 
would  be  the  case  if  benefits  were  not  paid  retroactively.  Effective 
for  applications  filed  after  the  second  month  following  the  month 
of  enactment. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

E.  CLARIFY  THE  PROVISION  IN  SOCIAL  SECURITY  LAW  EXEMPTING 
BENEFITS  UNDER  SSA-ADMINISTERED  PROGRAMS  FROM  ASSIGNMENT 

Present  law 

Since  1935,  the  Social  Security  Act  has  prohibited  the  transfer  or 
assignment  of  any  future  social  security  or  SSI  benefits  payable 
and  further  states  that  no  money  payable  or  rights  existing  under 
the  Act  shall  be  subject  to  execution,  levy,  attachment,  garnish- 
ment, or  other  legal  process,  or  to  the  operation  of  any  bankruptcy 
or  insolvency  law. 

Based  on  the  legislative  history  of  the  Bankruptcy  Reform  Act  of 
1978,  some  bankruptcy  courts  have  considered  social  security  and 
SSI  benefits  listed  by  the  debtor  to  be  income  for  purposes  of  a 
Chapter  XIII  bankruptcy  and  have  ordered  SSA  in  several  hundred 
cases  to  send  all  or  part  of  a  debtor's  benefit  check  to  the  trustee  in 
bankruptcy. 

House  hill 

Specifically  provides  that  social  security  and  SSI  benefits  may 
not  be  assigned  notwithstanding  any  other  provisions  of  law,  in- 
cluding P.L.  95-598,  the  "Bankruptcy  Reform  Act  of  1978".  Effec- 
tive on  enactment. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 
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F.  USE  OF  DEATH  CERTIFICATES  TO  PREVENT  ERRONEOUS  BENEFIT 
PAYMENTS  TO  DECEASED  INDIVIDUALS 

Present  law 

There  are  currently  no  well-developed  procedures  or  arrange- 
ments to  permit  SSA  to  determine  on  a  timely  basis  when  a  benefi- 
ciary has  died. 

House  bill 

Provides  authority  for  the  Secretary  of  HHS  to  contract  with 
states  for  death  certificate  information.  This  information  would  be 
matched  with  SSA  benefit  records  to  help  insure  that  benefit  pay- 
ments are  promptly  terminated  when  the  beneficiary  dies. 

Senate  amendment 

Similar  to  House  except  incorporates  GAO  and  SSA  comments. 
Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment. 

G.  STUDY  OF  SSA  AS  AN  INDEPENDENT  AGENCY 

Present  law 

The  Social  Security  Administration  is  currently  part  of  the  De- 
partment of  Health  and  Human  Services. 

House  bill 

Authorizes  a  feasibility  and  implementation  study  with  respect 
to  establishing  SSA  as  an  independent  agency.  Such  study  shall  in- 
clude but  not  be  limited  to  the  following  points:  the  feasibility  of 
changing  the  current  status  of  SSA;  how  to  manage  the  transition; 
what  authorities  would  need  to  be  transferred  or  amended;  what 
programs  would  be  involved;  what  agency  administrative  relation- 
ships would  need  to  be  adjusted,  etc.  The  study  would  be  conducted 
(in  consultation  with  the  Commissioner  of  Social  Security)  by  a 
panel  of  administrative  experts  appointed  by  the  House  Committee 
on  Ways  and  Means  and  the  Senate  Committee  on  Finance,  with  a 
report  and  recommendations  to  be  submitted  to  the  Committees  no 
later  than  January  1,  1984. 

Senate  amendment 

Similar  to  the  House  provision  except — 

(1)  commission  would  be  appointed  by  the  President  with 
advice  and  consent  of  the  Senate, 

(2)  report  would  be  due  no  later  than  April  1,  1984,  and 

(3)  implementation,  not  feasibility,  of  independent  SSA,  is  in- 
cluded in  study  mandate. 

Conference  agreement 

The  conference  agreement  provides  for  the  following: 
In  keeping  with  the  recommendations  of  the  National  Commis- 
sion on  Social  Security  Reform,  a  study  shall  be  conducted  with  re- 
spect to  the  establishment  of  the  Social  Security  Administration  as 
an  independent  agency  under  a  bipartisan  board  appointed  by  the 
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President,  by  and  with  the  advice  and  consent  of  the  Senate.  The 
study  shall  be  conducted  by  a  Commission  consisting  of  experts 
widely  recognized  in  the  fields  of  government  administration,  social 
insurance,  and  labor  relations.  The  study  shall  address,  analyze 
and  report  to  the  Congress  on:  how  to  manage  the  transition,  what 
authorities  would  need  to  be  transferred  or  amended,  the 
program(s)  which  should  be  included  within  the  jurisdiction  of  the 
new  agency,  the  legal  and  other  relationships  of  the  Social  Security 
Administration  with  other  organizations  which  would  be  required 
as  a  result  of  establishing  the  Social  Security  Administration  as  an 
independent  agency,  and  any  other  details  which  may  be  necessary 
for  the  development  of  appropriate  legislation  to  establish  the 
Social  Security  Administration  as  an  independent  agency. 

The  study  would  be  conducted  (in  consultation  with  the  Commis- 
sioner of  Social  Security)  by  a  panel  of  experts  appointed  by  the 
House  Committee  on  Ways  and  Means  and  the  Senate  Committee 
on  Finance,  with  a  report  and  recommendations  to  be  submitted  to 
the  Committees  no  later  than  April  1,  1984. 

H.  PUBLIC  PENSION  OFFSET 

Present  law 

Under  a  provision  enacted  in  1977,  people  becoming  eligible  for  a 
public  pension  on  their  own  account  after  November  1982,  will  gen- 
erally have  the  amount  of  any  social  security  dependents  or  survi- 
vors' benefits  reduced  dollar-for-dollar  on  account  of  that  public 
pension. 

Under  a  provision  adopted  last  year,  persons  who  become  eligible 
for  a  public  pension  after  November  1982  and  before  June  1983 
who  meet  a  ''one-half  support"  dependency  test  are  exempt  from 
the  offset. 

House  hill 

For  persons  who  become  eligible  for  public  pension  after  June 
1983,  the  amount  of  the  public  pension  used  for  purposes  of  the 
offset  against  social  security  benefits  would  be  one-third  of  the 
public  pension. 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  except  that  the 
percentage  of  the  public  pension  to  be  used  for  purposes  of  the 
offset  would  be  two-thirds. 

I.  CHILD-CARE  DROP  OUT  YEARS 

Present  law 

In  computing  a  worker's  covered  earnings  history  under  social 
security  (upon  which  family  benefits  are  based),  up  to  five  years  of 
low  earnings  are  dropped. 
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House  bill 

No  provision. 
Senate  amendment 

The  provision  would  allow  up  to  two  additional  years  to  be 
dropped  for  persons  who  leave  the  workforce  to  care  for  a  child 
under  3  in  the  home.  To  qualify  for  a  child-care  drop  year,  the 
worker  can  have  no  earnings  at  all  during  the  year. 

Effective  for  persons  first  eligible  for  benefits  after  1983. 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

J.  PUBLIC  MEMBERS  ON  BOARD  OF  TRUSTEES 

Present  law 

The  Board  of  Trustees  of  the  four  social  security  trust  funds  (Old- 
Age  and  Survivors  Insurance,  Disability  Insurance,  Hospital  Insur- 
ance, and  Supplemental  Medical  Insurance)  consists  of,  ex  officio, 
the  Secretaries  of  the  Treasury,  Health  and  Human  Services,  and 
Labor,  with  the  Secretary  of  the  Treasury  serving  as  the  managing 
trustee.  Among  other  responsibilities,  the  Board  of  Trustees  is  re- 
quired to  report  to  Congress  each  year  on  the  operation  and  status 
of  the  trust  funds,  review  the  general  policies  followed  in  managing 
the  trust  funds,  and  recommend  changes  in  such  policies. 

House  hill 

No  provision. 

Senate  amendment 

Add  two  public  members  to  the  Board  of  Trustees  of  the  OASDI, 
HI,  and  SMI  trust  funds.  The  public  members  would  be  nominated 
by  the  President  and  confirmed  by  the  Senate.  The  two  public 
members  could  not  be  from  the  same  political  party.  Trustees 
would  not  be  considered  fiduciaries  and  would  not  be  personally 
liable  for  actions  taken  in  such  capacity  with  respect  to  the  trust 
funds. 

Effective  upon  enactment. 
Conference  agreement 
The  conference  agreement  follows  the  Senate  Amendment. 

K.  LIMITATION  ON  BENEFITS  TO  ALIENS 

Present  law 

There  are  no  citizenship  or  residence  requirements  for  receiving 
social  security  cash  benefits  (OASDI).  Any  alien  in  the  U.S.— 
whether  legally  or  illegally,  or  as  a  permanent  or  temporary  resi- 
dent— is  eligible  for  benefits  provided  he  has  engaged  in  covered 
employment  and  otherwise  meets  the  eligibility  requirements.  De- 
pendents and  survivors  are  also  eligible  for  benefits  regardless  of 
their  immigration  status  or  that  of  the  insured  worker. 
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House  bill 

No  provision. 

Senate  amendment 

Limitations  would  be  placed  on  the  payment  of  benefits  to  alien 
workers,  their  dependents  and  survivors  who  reside  abroad.  Bene- 
fits would  continue  to  be  paid  only  under  the  following  conditions: 

(1)  the  worker  is  the  citizen  of  a  country  with  which  the 
United  States  has  a  treaty  or  totalization  agreement;  and 

(2)  until  total  benefits  paid  to  the  wage  earner  (after  any 
income  taxes  paid)  and  dependents  equal  social  security  taxes 
payable  by  the  wage  earner  plus  interest. 

This  provision  would  apply  to  new  eligibles  on  or  after  January 
1,  1985. 

In  addition,  prohibits  the  payment  of  social  security  benefits  to 
noncitizens  who  are  unable  to  establish  at  the  time  they  apply  for 
benefits  that  they  had  ever  been  legally  admitted  to  work  in  the 
United  States. 

Effective  for  those  first  eligible  after  December  1983. 

Also,  in  the  case  of  beneficiaries  who  are  under  final  orders  of 
exclusion,  departure  or  voluntary  departure  in  lieu  of  deportation 
and  can  be  shown  by  the  Attorney  General  to  have  earned  social 
security  credits  during  periods  of  illegal  work,  those  credits  would 
not  be  used  in  computing  social  security  benefits,  thereby  potential- 
ly eliminating  benefits.  (Floor  amendment.) 

Conference  agreement 

The  conference  agreement  would  suspend  the  payment  of  bene- 
fits to  any  alien  receiving  benefits  as  a  dependent  or  survivor  of  an 
insured  worker  (whether  or  not  the  worker  is  a  U.S.  citizen)  when 
the  alien  beneficiary  has  been  outside  the  U.S.  for  six  consecutive 
calendar  months.  Alien  auxiliary  beneficiaries  who  could  prove 
that  they  had  lived  in  the  U.S.  for  a  total  of  at  least  five  years 
during  which  their  relationship  with  the  worker  was  the  same  as 
the  relationship  upon  which  eligibility  for  benefits  is  based  (e.g., 
spouse,  child,  parent)  would  be  exempt  from  the  suspension  of 
benefits.  Children  would  be  deemed  to  meet  the  5-year  residence  re- 
quirement if  the  residence  requirement  could  be  met  by  the  child's 
parents. 

L.  LIMITATION  ON  PRISONERS  BENEFITS 

Present  law 

Persons  imprisoned  for  the  conviction  of  a  felony  may  not  receive 
student  benefits  (which  are  being  phased  out  anyway),  and  are  not 
eligible  for  disability  benefits  unless  they  are  participating  in  a 
court-approved  rehabilitation  program.  (Dependents  benefits  are 
not  affected.)  Also,  impairments  resulting  from  the  commission  of  a 
crime  cannot  be  the  basis  for  disability  benefits  and  impairments 
occurring  during  imprisonment  cannot  be  the  basis  for  disability 
benefits  during  the  period  of  imprisonment. 

Presently,  benefits  may  continue  to  be  paid  to  incarcerated  felons 
who  are  either  retired  workers,  widow  or  widower  beneficiaries. 
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spouses  of  retired  or  disabled  workers,  and  to  those  DI  beneficiaries 
in  a  court-approved  rehabilitation  program. 

House  bill 

No  provision. 

Senate  amendment 

The  provision  would  eliminate  all  benefits  to  felons  during  their 
period  of  incarceration.  In  addition,  would  prohibit  payments  to  in- 
mates of  facilities  for  the  criminally  insane  (Floor  amendment). 
Benefits  of  dependents  and  survivors  of  incarcerated  felons  would 
not  be  affected. 

Effective  for  benefits  paid  for  the  month  after  enactment. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment,  with 
an  amendment  providing  that  the  limitation  on  prisoner's  benefits 
will  only  extend  the  provision  in  current  law  applying  to  disability 
insurance  benefits  to  old  age  and  survivors'  insurance  benefits. 

M.  ACCELERATE  STATE  AND  LOCAL  DEPOSITS 

Present  law 

Requires  the  deposit  of  withheld  social  security  taxes  for  State 
and  local  employees  within  thirty  days  after  the  end  of  the  month 
in  which  the  applicable  wages  were  paid. 

By  contrast,  the  frequency  with  which  deposits  of  social  security 
taxes  and  income  taxes  are  made  by  private  employers  is  deter- 
mined under  regulations  issued  by  Treasury  and  vary  in  accord- 
ance with  the  tax  liability  of  the  employer.  Deposits  are  required 
as  frequently  as  every  week  for  employers  with  large  liabilities  and 
as  infrequently  as  every  three  months  for  employers  with  smaller 
liabilities. 

Although  State  and  local  governments  are  now  governed  by  the 
same  rules  as  private  employers  with  regard  to  depositing  withheld 
income  taxes,  deposits  of  social  security  taxes  continue  to  be  treat- 
ed differently. 

House  bill 

No  provision. 

Senate  amendment 

The  provision  would  apply  the  same  social  security  tax  deposit 
requirements  to  State  and  local  governments  that  now  apply  to  pri- 
vate employers. 

Effective  for  deposits  required  to  be  made  after  December  1983. 
Conference  agreement 

Under  the  conference  agreement  State  and  local  governments 
would  be  required  to  deposit  withheld  social  security  taxes  on  a  bi- 
weekly (i.e.  every  two  weeks)  basis. 
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N.  EXCLUSION  FROM  SOCIAL  SECURITY  COVERAGE  FOR  SERVICES 
PERFORMED  BY  MEMBERS  OF  CERTAIN  REUGIOUS  SECTS 

Present  law 

In  general,  social  security  (FICA)  tax  is  imposed  on  every  individ- 
ual who  receives  wages  with  respect  to  employment.  In  addition, 
social  security  tax  is  imposed  on  employers  who  pay  wages  with  re- 
spect to  employment.  There  is  no  exemption,  under  present  law,  for 
employers  or  employees  who  are  members  of  religious  sects  that 
oppose  the  social  security  system.  However,  present  law  does  pro- 
vide an  exemption  from  self-employment  tax  (SECA)  for  members 
of  religious  sects  that  are  conscientiously  opposed  to  the  acceptance 
of  private  or  public  insurance  and  which  make  provision  for  the 
care  of  their  dependent  members. 

House  bill 

No  provision. 

Senate  amendment 

The  provision  will  exempt  from  social  security  tax  wages  paid  by 
individuals  who  are  exempt  from  self-employment  taxes  because  of 
their  religious  beliefs  to  individuals  who  are  members  of  religious 
sects  that  conscientiously  oppose  the  acceptance  of  private  or 
public  insurance  and  which  make  provisions  for  the  care  of  their 
dependent  members.  This  exemption  applies  both  to  the  employer 
and  employee  portion  of  social  security  tax. 

The  exemption  applies  only  in  the  case  of  religious  sects  that 
have  been  in  existence  at  all  times  since  December  31,  1950. 

Effective  for  remuneration  paid  after  1983. 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

O.  INCREASE  IN  FICA  AND  WITHHOLDING  TAX  DEPOSIT  THRESHOLD 

Present  law 

In  general,  employers  that  have  $500  or  more  of  undeposited 
FICA  and  withholding  taxes  at  the  end  of  any  month  must  deposit 
those  taxes  within  15  days  after  the  end  of  that  month.  However, 
employers  that  have  $3,000  or  more  of  undeposited  taxes  at  the  end 
of  any  eighth-monthly  period  must  deposit  those  taxes  within  3 
days  after  the  close  of  the  eighth-monthly  period. 

House  hill 

No  provision. 

Senate  bill 

Eighth-monthly  deposits  for  any  month  will  not  be  required  until 
the  employer  has  at  least  $5,000  of  undeposited  taxes.  Once  this 
$5,000  threshold  is  reached,  the  employer  will  be  required  to  make 
further  eighth-monthly  deposits  so  long  as  there  is  $3,000  or  more 
of  undeposited  taxes  at  the  end  of  any  eighth-monthly  period  fall- 
ing within  the  same  month. 
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The  provision  is  effective  for  months  beginning  after  December 
31,  1983.  (Floor  amendment.) 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

p.  APPUCATION  OF  COMMON  PAYMASTER  RULES  TO  CERTAIN  NONPROFIT 
ORGANIZATIONS  EMPLOYING  MEDICAL  SCHOOL  FACULTY  MEMBERS 

Present  law 

Present  law  generally  requires  an  employer  to  pay  FICA  taxes 
with  respect  to  a  given  employee  only  up  to  the  amount  of  annual 
wages  referred  to  as  the  wage  base.  Thus,  if  an  employee  works  for 
more  than  one  employer  during  the  year  and  if  his  annual  wages 
exceed  the  tax  base,  employer  FICA  taxes,  taking  into  account  all 
the  employers  for  whom  the  individual  worked,  may  be  paid  on 
amounts  in  excess  of  the  wage  base. 

There  is  a  "common  paymaster"  exception  to  these  general  rules 
which  provides  that  if  two  or  more  related  corporations  concurrent- 
ly employ  the  same  individual  and  compensate  him  through  a 
common  paymaster  that  is  one  of  the  corporations,  then  the 
common  pajrmaster  is  considered  to  be  the  only  employer  regard- 
less of  the  fact  that  the  individual  performed  services  for  other  re- 
lated corporations.  Under  one  of  the  tests  provided  in  regulations, 
two  corporations  are  related  if  30  percent  or  more  of  one  corpora- 
tion's employees  are  concurrently  employees  of  the  other  corpora- 
tion. 

House  hill 

No  provision. 
Senate  bill 

A  State  university  that  employs  health  care  professionals  as  fac- 
ulty members  at  a  medical  school  and  a  tax-exempt  faculty  prac- 
tice plan  that  employs  faculty  members  of  the  medical  school 
would  be  deemed  to  be  related  corporations  for  purposes  of  the 
common  paymaster  rules,  provided  that  30  percent  or  more  of  the 
employees  of  the  plan  are  concurrently  employed  by  the  medical 
school.  Remuneration  that  is  disbursed  by  the  faculty  practice  plan 
to  an  individual  employed  by  both  the  plan  and  the  university 
which,  when  added  to  remuneration  actually  disbursed  by  the  uni- 
versity, exceeds  the  contribution  and  benefit  base  will  be  deemed  to 
have  been  actually  disbursed  by  the  university  as  a  common  pay- 
master and  not  to  have  been  disbursed  by  the  faculty  practice  plan. 

The  provision  is  effective  on  enactment  (Floor  amendment.) 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 
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Q.  ELECTIVE  COVERAGE  FOR  MINISTERS  AS  EMPLOYEES 

Present  law 

Under  present  law,  ministers  are  not  employees  for  social  secu- 
rity tax  (FICA)  purposes.  However,  ministers  generally  are  subject 
to  the  self-employment  (SECA)  tax. 

House  bill 

No  provision. 

Senate  amendment 

The  provision  allows  ministers  and  their  churches  to  treat  serv- 
ices performed  by  ministers  as  employment  for  FICA  tax  purposes. 
Remuneration  for  such  services  would  not  be  subject  to  the  SECA 
tax.  Once  made,  this  election  is  irrevocable. 

The  provision  is  effective  with  respect  to  service  performed  on  or 
after  the  first  calendar  quarter  beginning  after  the  date  of  enact- 
ment. (Floor  amendment.) 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

R.  STUDY  OF  FEASIBILITY  OF  IMPLEMENTING  SOCIAL  SECURITY  OPTION 

ACCOUNTS 

Present  law 

No  provision. 
House  bill 

No  provision. 
Senate  amendment 

Requires  an  18-month  study  by  Treasury  of  a  plan  to  permit 
workers  to  have  part  of  their  (and  their  employers')  social  security 
taxes  allocated  to  an  IRA  type  account.  The  designated  deposits 
would  be  tax  deductible.  Subsequent  social  security  benefits  would 
be  reduced  to  take  IRA  deposits  into  account.  (Floor  amendment.) 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

S.  EARNINGS  SHARING  IMPLEMENTATION  STUDY  (SECTION  161  OF 
SENATE  AMENDMENT) 

Present  law 

Earnings  are  credited  for  social  security  purposes  to  the  record  of 
the  worker  to  whom  they  are  paid. 

House  bill 

No  provision. 

Senate  amendment 

By  January  1,  1984,  requires  the  Secretary  of  Health  and  Human 
Services  to  report  to  the  House  Committee  on  Ways  and  Means 
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and  the  Senate  Committee  on  Finance  on  proposals  that  combine 
earnings  of  a  husband  and  wife  during  the  period  of  their  marriage 
and  divide  them  equally  for  social  security  benefit  purposes.  The 
study  will  analyze  the  impact  of  earnings  sharing  proposals  on 
social  security  beneficiaries,  and  include  recommendations  (1)  to 
provide  adequate  protection  to  particular  classes  of  beneficiaries 
where  necessary  and  (2)  with  respect  to  a  feasible  time  period  for 
implementation.  In  addition,  the  study  will  include  cost  estimates. 
(Floor  amendment.) 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with 
an  amendment  to  delay  the  date  to  July  1,  1984. 

T.  CASHING  OF  CHECKS  ISSUED  TO  DECEASED  BENEFICIARIES 

Present  law 

OASDI  checks  do  not  include  a  notice  stating  that  cashing  of  a 
check  to  deceased  individuals  constitutes  a  felony. 

House  bill 

No  provision. 

Senate  amendment 

Requires  that  all  checks  issued,  and  the  envelopes  in  which  they 
are  mailed,  include  a  notice  that  cashing  or  attempted  cashing  of  a 
check  which  was  erroneously  issued  to  a  deceased  person  consti- 
tutes a  felony  punishable  under  section  208  of  the  Social  Security 
Act.  Effective  for  checks  issued  for  months  after  December  1983. 
(Floor  amendment.) 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

U.  ADMINISTRATIVE  REORGANIZATION  OF  VETERANS'  ADMINISTRATION 
LOS  ANGELES  DATA  PROCESSING  CENTER 

Present  law 

The  Veterans'  Administration  is  generally  prohibited  from  reduc- 
ing the  staff  at  any  of  its  offices  by  more  than  10  percent  in  any 
fiscal  year  without  advance  notice  to  the  Congress  approximately  8 
months  prior  to  the  beginning  of  that  fiscal  year. 

House  bill 

No  provision. 

Senate  amendment 

Waives  the  requirements  of  veterans  law  (section  210(b)(2)(A)  of 
title  38,  USC)  in  the  planned  administrative  reorganization  at  the 
Veterans  Administration  Los  Angeles  Data  Processing  Center  in- 
volving the  transfer  of  25  full-time  equivalent  employees. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  Amendment. 
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V.  TREASURY  STUDY  OF  INDIVIDUAL  RETIREMENT  SECURITY  ACCOUNTS 

(IRSA) 

Present  law 

No  provision. 
House  bill 

No  provision. 
Senate  amendment 

Treasury  would  study  the  feasibility  of  implementing  IRSA's 
which  would  be  similar  to  an  IRA.  Individuals  would  establish  and 
fund  the  IRSA  and  receive  a  tax  credit  limited  to  20  percent  of  the 
individual's  social  security  taxes,  with  a  proportionate  reduction  in 
Old- Age  and  Survivors  and  Disability  benefits.  The  study  would  be 
submitted  to  Congress  before  July  1,  1984. 

Conference  agreement 
The  conference  agreement  follows  House  bill. 

W.  TREATMENT  OF  EARNINGS  OF  DISABLED  BLIND  INDIVIDUALS 

Present  law 

Blind  disabled  individuals  are  regarded  as  demonstrating  the 
ability  to  engage  in  substantial  gainful  activity  if  their  earnings 
exceed  the  exempt  amount  under  the  earnings  test  for  individuals 
age  65  and  over. 

House  bill 

No  provision. 

Senate  amendment 

Provides  that  no  individual  who  is  blind  shall  be  regarded  as 
having  demonstrated  an  ability  to  engage  in  substantial  gainful  ac- 
tivity solely  on  the  basis  of  earnings;  the  benefits  of  such  individ- 
uals shall  be  reduced  in  accordance  with  the  earnings  test  for  indi- 
viduals age  65  and  over.  This  would  be  effective  for  people  applying 
for  benefits  after  enactment. 

Under  a  related  amendment,  the  SGA  level  for  the  blind  would 
be  phased  out  as  the  earnings  test  is  phased  out  for  individual  65 
and  older  (between  1990  and  1995). 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

X.  TRANSITIONAL  BENEFITS  TO  WIDOW  (ER)  S 

Present  law 

Nondisabled  widow(er)s  who  do  not  have  a  child  in  their  care  are 
first  eligible  for  benefits  at  age  60.  If  disabled,  such  widow(er)s  are 
eligible  for  benefits  at  age  50  or  older.  Widow(er)s  with  a  child  in 
care  are  eligible  for  benefits  regardless  of  their  age. 
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House  bill 

No  provision. 

Senate  amendment 

Provide  6  months  of  benefits  to  persons  widowed  between  the 
ages  of  55  and  60.  The  benefit  amount  would  be  71.5  percent  of  the 
worker's  primary  insurance  amount  (i.e.,  unreduced  from  the  bene- 
fit payable  at  age  60).  Effective  for  monthly  benefits  after  date  of 
enactment. 

Conference  agreement 
The  conference  agreement  follows  House  bill. 

Y.  BANKNOTE  PAPER  SOCIAL  SECURITY  CARDS 

Present  law 
No  provision. 

House  bill 

No  provision. 

Senate  amendment 

Requires  that  new  and  replacement  social  security  cards  be 
issued  on  banknote-quality  paper  beginning  not  later  than  193  days 
after  enactment. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  Amendment. 

TITLE  IV— SUPPLEMENTAL  SECURITY  INCOME  (SSI) 
PROVISIONS 

1.  Increase  in  Federal  Benefit  Standard 

Present  law 

The  current  maximum  monthly  SSI  benefit  is  $284.30  for  a  single 
person  and  $426.40  for  married  couples.  Benefits  are  indexed  to  the 
Consumer  Price  Index  (CPI).  Cost-of-living  increases  are  provided 
annually  in  July  if  the  CPI  for  the  first  quarter  of  the  calendar 
year  increases  by  at  least  3  percent  over  the  first  quarter  of  the 
previous  year.  Benefits  are  increased  by  the  same  percentage  as 
social  security  benefits.  This  occurs  through  a  reference  in  the  SSI 
law  to  the  social  security  cost-of-living  provision.  For  example,  the 
current  payment  level  of  $284.30  per  individual,  which  became  ef- 
fective July  1982,  represents  an  increase  of  7.4  percent  (or  $19.60 
monthly)  from  the  previous  July  1981  level  of  $264.70. 

House  bill 

The  Federal  SSI  benefit  payment  is  increased  by  $20  per  month 
for  individuals  and  $30  per  month  for  couples,  effective  July  1, 
1983. 

The  next  Federal  SSI  cost-of-living  adjustment  (COLA)  is  delayed 
from  July  1983  until  January  1984.  Federal  SSI  benefits  will  be  ad- 
justed in  January  1984,  and  every  January  thereafter,  by  the  same 
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percentage  and  under  the  same  procedures  as  OASDI  benefits.  The 
provision  to  pay  the  lower  of  the  increase  in  wages  or  prices,  which 
is  apphcable  to  OASDI  benefit  increases  beginning  in  1988,  would 
apply  to  SSL  As  with  title  II,  the  1983  COLA,  to  be  paid  in  Janu- 
ary, 1984,  will  be  provided  even  if  the  CPI  increase  is  less  than  3 
percent. 

Senate  amendment 

Same  as  the  House  bill,  (with  technical  correction),  except  that 
the  provision  to  pay  the  lower  of  the  increase  in  wages  or  prices, 
which  would  be  applicable  to  OASDI  benefit  increases  beginning  in 
1988,  would  not  apply  to  SSI. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

2.  Adjustment  in  Federal  Pass-Through  Provisions 
Present  law 

P.L.  94-585,  enacted  October  21,  1976,  established  Federal  SSI 
"pass-through"  requirements,  effective  with  the  cost-of-living  in- 
crease provided  in  July  1977.  These  provisions  provide  States  with 
two  options  for  meeting  the  pass-through  requirements. 

(1)  Aggregate  spending  level  option. — A  State  may  make  State 
supplementary  payments  in  any  current  12-month  period  that  are 
no  less,  in  the  aggregate,  than  were  made  in  the  previous  12-month 
period  (17  States  use  this  option);  or 

(2)  Individual  payment  level  option. — A  State  may  maintain  the 
supplementary  payment  levels  that  were  in  effect  for  categories  of 
individual  recipients  in  December  1976.  (All  other  States  use  this 
measure,  except  Texas  and  West  Virginia  which  have  no  State  sup- 
plementation program.) 

An  amendment  in  P.L.  97-248  allows  a  State  that  shifts  from  the 
aggregate  spending  option  to  the  individual  payment  level  option 
to  maintain  State  supplementation  levels  in  effect  in  the  previous 
December  rather  than  the  levels  in  December  1976. 

House  hill 

States  would  be  allowed  the  following  options  in  meeting  the 
pass-through  requirement: 

(1)  Aggregate  spending  level  option.— Same  as  present  law. 

(2J  Individual  payment  level  option. — Current  law  is  modified  (a) 
by  substituting  the  State  supplementary  payment  levels  in  effect  in 
March  1983  for  those  in  effect  in  December  1976  as  the  levels  that 
States  must  maintain  in  complying  with  the  payment  level  pass- 
through  requirement  and,  (b)  with  regard  to  the  $20/$30  increase 
in  the  Federal  SSI  standard  in  July  1983,  by  requiring  States  to 
pass-through  only  as  much  as  would  have  been  required  if  the  SSI 
COLA  were  not  changed  from  July  1983  to  January  1984. 

Senate  amendment 

States  would  be  allowed  the  following  options  in  meeting  the 
pass-through  requirements: 

(V  Aggregate  spending  level  option. — Same  as  present  law. 
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(2)  Individual  payment  level  option. — The  payment  levels  that 
must  be  maintained  would  be  either  (a)  those  in  effect  in  December 
1976,  or  the  previous  December,  as  under  current  law;  or  (b)  those 
in  effect  in  March  1983,  as  provided  in  the  House  bill.  In  other 
words,  the  March  1983  supplementary  payment  levels  would  be  an 
additional  option  for  complying  with  the  payment  level  pass- 
through  provision,  rather  than  a  substitute  for  the  December  1976 
levels  as  under  the  House  bill. 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

3.  SSI  Eligibility  for  Temporary  Residents  of  Emergency 
Shelters  for  the  Homeless 

Present  law 

Under  current  law,  aged,  blind  or  disabled  individuals  who  are 
residents  of  private  emergency  shelters  are  eligible  for  SSI.  Howev- 
er, such  residents  of  public  shelters  cannot  receive  SSI. 

House  bill 

Aged,  blind  or  disabled  individuals  who  are  temporary  residents 
of  public  emergency  shelters  could  receive  SSI  payments  for  a 
period  of  up  to  three  months  during  any  12-month  period. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

4.  Disregarding  of  Emergency  and  Other  In-Kind  Assistance 
Provided  by  Nonprofit  Organizations 

Present  law 

SSI:  In-kind  assistance  (other  than  assistance  to  meet  home 
energy  needs)  that  is  provided  by  a  private  nonprofit  organization 
to  aged,  blind,  or  disabled  individuals  must  generally  be  counted  as 
income  under  the  SSI  program. 

AFDC:  Under  HHS  rules.  States  have  the  authority  to  decide 
whether  or  not  to  count  in-kind  assistance  as  income  under  the 
AFDC  program.  There  is  no  provision  in  the  AFDC  statute  (other 
than  in  the  case  of  home  energy  assistance)  which  specifically  pro- 
vides that  authority. 

House  hill 

SSI:  Effective  upon  enactment  until  September  30,  1984,  any  sup- 
port or  maintenance  assistance  provided  in-kind  by  a  private  non- 
profit organization  to  aged,  blind,  or  disabled  individuals  must  be 
disregarded  under  the  SSI  program,  if  the  State  determines  that 
the  assistance  is  provided  on  the  basis  of  need  for  such  support  or 
maintenance. 

AFDC:  The  AFDC  statute  would  be  amended  to  give  States  spe- 
cific authority,  at  their  option,  to  disregard  such  assistance  in  de- 
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ter mining  AFDC  benefits.  This  would  be  effective  upon  enactment 
until  September  30,  1984. 

Senate  amendment 

No  provision 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

5.  Notification  Regarding  SSI 

Present  law 

Currently,  there  is  no  statutory  requirement  that  OASDI 
beneficiaries  be  contacted  and  informed  of  potential  eligibility  for 
Supplemental  Security  Income  (SSI)  payments.  However,  since  the 
beginning  of  the  SSI  program,  the  Social  Security  Administration 
has  undertaken  a  number  of  outreach  efforts  to  identify  those  po- 
tentially eligible.  SSA  routinely  provides  information  about  SSI  eli- 
gibility and  takes  applications  for  SSI  payments  at  the  time  of  ap- 
plication for  OASDI  benefits,  if  the  applicant  is  potentially  eligible 
for  SSI  payments.  In  addition,  many  State  agencies  and  other  pri- 
vate relief  groups  routinely  refer  clients  to  SSA.  Presently,  about 
6.9  percent  of  elderly  social  security  recipients  also  receive  SSI. 

House  bill 

No  provision. 

Senate  amendment 

Prior  to  July  1,  1984,  the  Secretary  of  Health  and  Human  Serv- 
ices would  be  required  to  notify,  on  a  one-time  basis,  all  elderly 
OASDI  beneficiaries  who  are  potentially  eligible,  of  the  availability 
of  SSI  and  encourage  them  to  contact  their  district  offices.  In  addi- 
tion, the  provision  would  require  that  the  same  information  be  in- 
cluded with  the  notification  to  OASDI  beneficiaries  of  upcoming 
eligibility  for  Supplemental  Medical  Insurance. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

TITLE  V— UNEMPLOYMENT  COMPENSATION  (UC) 
PROVISIONS 

1.  Extension  of  Federal  Supplemental  Compensation  (FSC) 

Program 

Present  law 

Under  the  current  FSC  program,  which  became  effective  on  Sep- 
tember 12,  1982,  and  expires  March  31,  1983,  additional  weeks  of 
Federally  financed  unemployment  compensation  benefits  are  pro- 
vided to  jobless  workers  who  have  exhausted  all  other  State  and 
Federal  unemployment  benefits.  The  number  of  weeks  of  FSC  bene- 
fits that  jobless  workers  may  receive  depends  on  (a)  the  number  of 
weeks  of  State  unemployment  benefits  received  by  each  claimant. 
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and  (b)  the  State  in  which  the  claimant  qualified  for  or  receives  the 
benefits. 

As  originally  enacted,  the  FSC  program,  depending  upon  State 
insured  unemployment  rates  (lUR),^  provided  a  maximum  of  10,  8, 
or  6  additional  weeks  of  benefits.  As  amended  by  provisions  con- 
tained in  the  Surface  Transportation  Assistance  Act  of  1982  (P.L. 
97-424),  beginning  with  the  week  of  January  9,  1983,  the  FSC  pro- 
gram provides  the  following  maximum  weeks  of  benefits: 

(1)  16  weeks  in  States  with  a  13  week  average  insured  unemploy- 
ment rate  (lUR)  of  at  least  6.0  percent; 

(2)  14  weeks  in  States  that  were  triggered  on  the  extended  bene- 
fits program  between  June  1,  1982  and  January  6,  1983; 

(3)  12  weeks  in  the  remaining  States  that  have  a  13  week  average 
lUR  of  at  least  4.5  percent; 

(4)  10  weeks  in  the  remaining  States  that  have  a  13  week  average 
lUR  from  3.5  percent  to  4.4  percent;  and, 

(5)  8  weeks  in  all  other  States. 

The  number  of  weeks  of  FSC  a  qualified  individual  may  receive 
is  the  lesser  of  65  percent  of  the  number  of  weeks  of  regular  State 
benefits  he  received  or  the  maximum  number  of  weeks  of  FSC  pay- 
able in  the  State.  In  the  case  of  an  interstate  claim  for  FSC,  the 
individual  is  eligible  for  the  lesser  of  (a)  the  maximum  number  of 
weeks  of  FSC  payable  to  him  in  the  State  in  which  he  receives  the 
benefits  or  (b)  the  maximum  number  of  weeks  payable  to  him  in 
the  State  in  which  he  qualified  for  FSC  benefits. 

To  qualify  for  FSC  an  individual  must  have  exhausted  all  State 
and  extended  benefits  to  which  he  is  entitled,  and  he  must  meet 
State  and  extended  benefit  qualification  requirements.  This  means 
he  must  have  worked  at  least  20  weeks  or  have  the  equivalent  in 
wages  during  the  base  period. 

House  hill 

The  FSC  program  is  extended  for  6  months,  from  April  1,  1983 
through  September  30,  1983. 
Effective  April  1,  1983,  FSC  benefits  would  be  payable  as  follows: 

(a)  Basic  FSC  Benefits. — Individuals  who  begin  receiving  FSC  on 
or  after  April  1,  1983  could  receive  up  to  a  maximum  of: 

(1)  14  weeks  in  States  with  average  lUR  6.0  percent  and  above; 

(2)  13  weeks  in  States  with  average  lUR  5.0  to  5.9  percent; 

(3)  11  weeks  in  States  with  average  lUR  4.5  to  4.9  percent; 

(4)  10  weeks  in  States  with  average  lUR  3.5  to  4.4  percent; 

(5)  8  weeks  in  all  other  States. 

(b)  Additional  FSC  Benefits. — Individuals  who  exhaust  FSC  on  or 
before  April  1,  1983  could  receive  additional  weeks  equal  to  three- 
fourths  of  the  basic  FSC  entitlement  payable  in  the  State,  up  to  a 
maximum  of: 

(1)  10  weeks  in  the  14  basic  week  States  (average  lUR  6.0  or 
above); 


^  The  Insured  Unemployment  Rate  (lUR)  is  the  percentage  of  workers  covered  under  the 
State  unemployment  compensation  law  who  are  claiming  State  unemployment  benefits  in  a  par- 
ticular week.  The  number  of  weeks  of  FSC  payable  in  a  State  depends  upon  the  average  lUR 
measured  over  a  moving  13  week  period. 
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(2)  8  weeks  in  the  13  and  11  basic  week  States  (average  lUR  4.5 
to  5.9); 

(3)  6  weeks  in  the  10  and  8  basic  week  States  (average  lUR  4.4 
and  below). 

(c)  Transitional  FSC  Benefits. — Individuals  who  begin  receiving 
FSC  before  April  1,  1983  and  have  some  FSC  entitlement  remain- 
ing after  that  date,  could  also  receive  additional  weeks  under  (b) 
above.  However,  the  combination  of  their  remaining  basic  FSC  en- 
titlement received  after  April  1,  1983,  and  the  additional  weeks 
provided  in  (b),  cannot  exceed  the  maximum  number  of  weeks  of 
basic  FSC  benefits  payable  in  the  State,  shown  in  (a)  above. 

Section  503  provides  for  the  coordination  of  the  FSC  extension 
^yith  the  Trade  Readjustment  program. 

Senate  amendment 

The  FSC  program  is  extended  for  6  months  from  April  1,  1983 
through  September  30,  1983. 
Effective  April  1,  1983,  FSC  benefits  would  be  payable  as  follows: 

(a)  Basic  FSC  Benefits. — Individuals  would  begin  receiving  FSC 
on  or  after  April  1,  1983  could  receive  up  to  a  maximum  of: 

(1)  14  weeks  in  States  with  average  lUR  6.0  percent  and  above; 

(2)  12  weeks  in  States  with  average  lUR  5.0  to  5.9  percent; 

(3)  10  weeks  in  States  with  average  lUR  4.0  to  4.9  percent; 

(4)  8  weeks  in  all  other  States. 

The  maximum  number  of  weeks  payable  in  a  State  after  April  1, 
1983  could  be  no  more  than  4  weeks  less  than  the  maximum 
number  payable  on  March  27,  1983. 

(b)  Additional  FSC  Benefits. — Individuals  who  exhaust  FSC  on  or 
before  April  1,  1983  could  receive  additional  weeks  of  FSC  benefits 
up  to  a  maximum  of: 

(1)  8  weeks  in  States  with  lUR  at  6.0  and  above 

(2)  6  weeks  in  States  with  lUR  at  5.0  to  5.9 

(3)  4  weeks  in  all  other  States. 

(c)  Transitional  FSC  Benefits. — Individuals  who  begin  receiving 
FSC  before  April  1,  1983  and  have  some  FSC  entitlement  remain- 
ing after  that  date,  could  also  receive  addditional  weeks  under  (b) 
above.  However,  the  combination  of  their  remaining  basic  FSC  en- 
titlement received  after  April  1,  1983,  and  the  additional  weeks 
provided  in  (b),  cannot  exceed  the  maximum  number  of  weeks  of 
basic  FSC  benefits  payable  in  the  State,  shown  in  (a)  above. 

(d)  Phaseout  FSC  Benefits. — Individuals  who  have  not  exhausted 
their  FSC  entitlement  on  September  30,  1983,  when  the  program 
expires,  would  be  eligible  to  receive  up  to  50  percent  of  their  re- 
maining FSC  entitlement.  No  new  claimants  would  be  added  to  the 
FSC  program  on  or  after  September  30,  1983. 

(e)  New  Qualification  Requirement. — Claimants  must  have 
worked  26  weeks  or  have  earned  the  equivalent  in  wages  during 
their  base  period  to  qualify  for  FSC.  This  applies  only  to  claimants 
becoming  eligible  for  FSC  on  or  after  April  1,  1983. 

Conference  agreement 

(a)  Basic  FSC  Benefits.— "The  conference  agreement  follows  the 
Senate  amendment  with  a  modification  in  the  provision  under 
which  the  maximum  number  of  weeks  payable  in  a  State  after 
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April  1,  1983  could  be  no  more  than  4  weeks  less  than  the  maxi- 
mum number  of  weeks  payable  under  the  FSC  law  in  effect  as  of 
March  27,  1983.  Under  the  modification,  this  provision  would  apply 
only  in  those  States  where  the  maximum  number  of  FSC  weeks 
payable  for  the  first  week  beginning  after  March  27,  1983  or,  if 
later,  the  first  week  FSC  benefits  provided  under  this  bill  are  pay- 
able was  more  than  4  weeks  less  than  the  maximum  number  of 
weeks  payable  under  the  FSC  law  in  effect  on  March  27,  1983. 

(b)  Additional  FSC  Benefits. — The  conference  agreement  follows 
the  House  bill  with  the  following  adjustment:  10  additional  weeks 
would  be  payable  in  States  with  average  lUR  at  6.0  percent  and 
above;  8  additional  weeks  would  be  payable  in  States  with  average 
lUR  at  4.0  to  5.9  percent;  and,  8  additional  weeks  would  be  payable 
in  all  other  States. 

(cj  Transitional  FSC  Benefits, — The  conference  agreement  follows 
the  House  bill. 

(d)  Phaseout  FSC  Benefits. — The  conference  agreement  follows 
the  Senate  amendment. 

(e)  New  Qualification  Requirement. — The  conference  agreement 
follows  the  House  bill. 

(f)  Coordination  of  FSC  and  Trade  Readjustment  Assistance. — 
The  conference  agreement  follows  the  House  bill. 

2.  Limitation  on  Disqualification  of  FSC  Claimants  Who 
Enroll  in  Training 

Present  law 

The  Federal  Unemployment  Tax  Act  provides,  as  a  condition  for 
employers  in  a  State  to  receive  the  normal  FUTA  tax  credit,  that 
the  State  law  not  deny  unemployment  compensation  to  otherwise 
eligible  claimants  for  any  week  during  which  they  are  attending  a 
training  course  with  the  approval  of  the  State  agency.  Many  States 
frequently  disapprove  of  training,  however.  In  addition,  State  laws 
must  provide  that  individuals  in  approved  training  must  not  be 
denied  benefits  because  they  are  unavailable  for  work,  are  not  ac- 
tively searching  for  work,  or  have  refused  suitable  work. 

House  bill 

No  provision. 

Senate  amendment 

Would  prohibit  the  denial  of  FSC  to  any  otherwise  eligible  claim- 
ant for  any  week  because:  (1)  the  claimant  is  attending  training  or 
an  accredited  educational  institution  on  a  full-time  basis;  or  (2)  be- 
cause of  State  law  requirements  that  the  claimant  must  be  availa- 
ble for  work,  actively  searching  for  work,  or  must  not  have  refused 
work  during  the  training,  unless  the  State  agency  determines  that 
the  training  will  not  improve  the  claimant's  employment  opportu- 
nities. 

Effective  upon  enactment. 
Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 
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3.  Deferral  of  Interest  Provision 

Present  law 

Present  law  imposes  interest  of  up  to  10  percent  per  year  on  Fed- 
eral unemployment  compensation  loans  obtained  by  the  States 
after  April  1,  1982,  except  for  "cash  flow"  loans  that  States  repay 
by  the  end  of  the  fiscal  year  in  which  the  loans  were  obtained.  A 
State  with  high  unemployment  can  defer  payment  of,  and  extend 
the  payment  for,  75  percent  of  interest  charges  due  in  any  year. 
The  State  must  pay  one-third  of  the  deferred  amount  in  each  of  the 
three  years  following  the  fiscal  year  for  which  it  is  due.  Interest  is 
charged  on  the  deferred  interest.  In  order  to  qualify  for  this  defer- 
ral and  extension  of  the  payment  period,  the  State  insured  unem- 
ployment rate  must  have  equaled  or  exceeded  7.5  percent  during 
the  first  6  months  of  the  preceding  calendar  year. 

House  bill 

No  provision. 

Senate  amendment 

(a)  The  Senate  amendment  makes  the  provisions  imposing  inter- 
est on  loans  to  States  permanent. 

(b)  The  amendment  also  allows  States  to  defer  80  percent  of  the 
interest  due  for  a  fiscal  year,  effective  for  interest  accrued  in  fiscal 
years  1983,  1984,  and  1985.  The  deferred  amount  would  be  payable 
in  4  installments  in  the  succeeding  years  equal  to  at  least  20  per- 
cent of  the  original  amount  of  interet  due.  A  State  would  be  re- 
quired to  meet  conditions  1  and  2(A)  or  2(B)  below  to  qualify  for  the 
deferral: 

(1)  no  action  has  been  taken  to  reduce  its  tax  effort  or  trust  fund 
solvency;  and 

(2)  (A)  action  (certified  by  the  Secretary  of  Labor)  has  been  taken 
after  March  31,  1982  which  increases  revenues  and  decreases  bene- 
fits by  a  total  of  25  percent  in  the  calendar  year  immediately  fol- 
lowing the  fiscal  year  for  which  the  first  deferral  is  requested;  and, 
deferral  of  interest  due  for  the  years  immediately  following  the 
year  in  which  the  first  year  change  is  effective  may  be  received  if 
changes  of  35  and  50  percent  are  made;  or, 

(B)  for  taxable  year  1982,  total  State  UC  tax  revenues  equaled  at 
least  2  percent  of  total  wages  paid  by  employers  covered  under  the 
State  UC  law. 

(c)  Interest  will  not  be  charged  against  any  interest  for  which 
payment  is  deferred  under  current  law  deferral  provisions  or  those 
added  by  this  bill  and  summarized  in  (b)  above. 

(d)  The  amendment  allows  a  State  to  delay  for  up  to  nine  months 
the  payment  of  interest  due  for  any  calendar  year  after  1982 
during  which  the  average  total  unemployment  rate  in  the  State 
was  13.5  percent  or  higher.  The  average  total  unemployment  rate 
for  a  State  shall  be  computed  using  the  12-month  period  for  which 
the  most  recent  information  is  available  prior  to  the  month  in 
which  the  interest  is  due.  Interest  will  not  be  charged  against  in- 
terest for  which  payment  is  delayed. 

(e)  The  amendment  allows  States  to  receive  a  discounted  interest 
rate  that  would  be  one  percentage  point  below  the  interest  rate 
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that  would  otherwise  apply.  This  would  be  authorized  for  interest 
accrued  only  for  fiscal  years  1983,  1984,  and  1985.  It  would  be  avail- 
able under  the  same  conditions  as  the  new  deferral  above,  except 
the  required  percentage  changes  in  (2)  would  be  higher  at  50,  80, 
and  90  percent,  respectively. 

For  purposes  of  determining  whether  a  State  meets  the  condi- 
tions in  (2)  above,  the  Secretary  of  Labor  will  provide  an  estimate 
of  the  unemployment  rate  for  the  base  year,  the  calendar  year  in 
which  the  deferral  is  requested.  The  level  of  benefits  and  revenue 
liabilities  will  be  determined  using  the  State  law  in  effect  before 
passage  of  the  legislation.  The  estimate  of  changes  as  a  result  of 
new  legislation  will  be  made  from  the  base  year  in  each  year  for 
which  a  deferral  is  requested.  Changes  in  State  law  which  auto- 
matically provide  for  increases  in  benefit  amounts  will  be  consid- 
ered as  if  they  were  in  effect  in  the  base  year  for  purposes  of  deter- 
mining the  change  occuring  as  a  result  of  new  legislation.  The  Sec- 
retary of  Labor  may  use  historical  growth  rates  for  indexed  items 
if  appropriate.  Once  a  deferral  is  approved,  a  State  must  continue 
to  maintain  its  solvency  effort.  Failure  to  do  so  would  result  in  im- 
mediate payment  of  all  deferred  interest. 

Increases  in  the  taxable  wage  base  from  $6,000  to  $7,000  after 
calendar  year  1982  and  increases  in  the  maximum  FUTA  tax  rate 
to  5.4  percent  after  calendar  year  1984  will  not  be  counted  for  pur- 
poses of  meeting  condition  (2). 

States  will  not  be  penalized  or  rewarded  if  economic  events 
change  from  those  used  in  the  base  year  for  computing  eligibility 
under  conditions  (2). 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

4.  Cap  on  Credit  Reduction 

Present  law 

The  Federal  Unemployment  Tax  Act  (FUTA)  imposes  a  Federal 
unemployment  compensation  (UC)  tax  on  employers  in  all  States  at 
a  rate  of  3.5  percent  on  a  taxable  wage  base  of  $7,000.  However, 
employers  in  States  generally  receive  a  FUTA  tax  credit  of  2.7  per- 
cent, resulting  in  a  net  Federal  tax  rate  of  0.8  percent.  States  with 
insufficient  State  unemployment  compensation  revenues  to  meet 
State  unemployment  compensation  obligations  may  borrow  from 
the  Federal  Unemployment  Account.  If  a  State  defaults  on  its 
loans  from  the  Federal  account,  employers  in  the  State  begin  to 
lose  the  FUTA  tax  credit  at  the  rate  of  at  least  .3  percent  a  year. 
For  example,  because  of  overdue  Federal  UC  loans,  sixteen  States 
are  experiencing  a  reduction  in  the  2.7  percent  credit  for  tax  year 
1982. 

Specifically,  if  a  Federal  UC  loan  is  not  entirely  repaid  by  the 
State  by  the  second  January  1  after  the  State  receives  the  loan  and 
remains  unpaid  on  the  following  November  10  of  that  year,  the 
FUTA  tax  credit  applicable  for  that  year  for  the  State's  employers 
is  reduced  by  .3  percent.  For  each  succeeding  year  in  which  the 
loan  remains  outstanding,  the  reduction  is  at  least  an  additional  .3 
percent  (i.e.,  .6,  .9,  1.2  percent,  etc.).  Additional  offset  credit  reduc- 
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tions  may  apply  to  a  State  beginning  in  the  second  year  of  repay- 
ment if  certain  criteria  are  not  met.  Under  legislation  enacted  in 
the  1970's,  credit  reductions  were  not  imposed  from  1975-1980  for 
States  satisfying  specific  requirements. 

The  1981  Budget  Reconciliation  Act  made  two  major  changes  in 
loan  payment  conditions,  effective  from  January  1,  1981  to  Decem- 
ber 31,  1987:  (1)  interest  of  up  to  10  percent  is  charged  on  loans 
made  after  April  1,  1982  (except  those  made  for  ''cash  flow"  pur- 
poses and  repaid  by  the  end  of  the  fiscal  year  in  which  they  occur); 
and  (2)  States  were  allowed  to  ''cap"  the  automatic  FUTA  credit  re- 
ductions if  certain  solvency  requirements  are  met. 

In  a  State  that  qualifies  for  the  cap,  the  tax  credit  reduction  is 
limited  to  the  higher  of  0.6  percent,  or  the  rate  that  was  in  effect 
for  the  State  for  the  preceding  calendar  year. 

The  cap  provisions  are  designed  to  give  States  additional  time  to 
make  legislative  and  administrative  changes  necessary  to  restore 
the  State  trust  funds  to  solvency.  These  provisions  lengthen  the  re- 
payment period,  but  do  not  reduce  a  State's  total  liability. 

In  order  to  qualify  for  the  cap  on  the  automatic  credit  reductions 
a  State  must  demonstrate  that: 

(1)  the  net  solvency  of  its  UI  system  has  not  diminished  (effective 
for  taxable  years  1981-1987); 

(2)  there  have  been  no  decreases  in  its  unemployment  tax  effort 
(effective  for  taxable  years  1981-1987); 

(3)  its  average  tax  rate  for  the  calendar  year  equals  or  exceeds  its 
average  benefit  cost  rate  for  the  prior  five  years  (effective  for  tax- 
able years  1983-1987);  and 

(4)  the  outstanding  loan  balance  as  of  September  30  of  the  tax 
year  in  question  is  not  greater  than  on  the  third  preceding  taxable 
year  (effective  for  taxable  years  1983-1987  the  comparable  year  for 
taxable  year  1983,  however,  is  1981). 

House  hill 

No  provision. 

Senate  amendment 

(a)  Makes  the  credit  reduction  cap  provisions  in  present  law  per- 
manent. 

(b)  A  State  would  still  be  required  to  meet  all  four  conditions  in 
present  law  to  qualify  for  the  full  credit  reduction  cap.  The  amend- 
ment would,  however,  provide  two  lower  annual  credit  reductions, 
if  a  State  does  not  qualify  for  the  total  cap: 

(1)  If  a  State  meets  the  first  two  present  law  credit  reduction  cap 
conditions  and  either  of  the  remaining  two  conditions,  the  annual 
credit  reduction  would  be  reduced  by  0.1  percentage  points  from 
what  it  would  have  been  if  the  State  had  not  qualified  for  a  cap; 
and 

(2)  If  a  State  meets  the  first  two  credit  reduction  cap  conditions 
and  qualifies  for  the  interest  deferral  as  a  result  of  substantial 
changes  in  its  unemployment  compensation  law,  the  annual  credit 
reduction  would  be  reduced  by  0.2  percentage  points  from  what  it 
would  have  been  if  the  State  had  not  qualified  for  a  cap.  A  substan- 
tial change  in  action  (certified  by  the  Secretary  of  Labor)  taken 
after  March  31,  1982  which  increases  revenues  and  decreases  bene- 
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fits  by  a  total  of  25  percent  in  the  calendar  year  immediately  fol- 
lowing the  fiscal  year  for  which  the  first  interest  deferral  is  re- 
quested. Deferral  of  interest  due  for  the  years  immediately  follow- 
ing the  year  in  which  the  first  year  change  is  effective  may  be  re- 
ceived if  changes  of  35  and  50  percent  are  made. 

The  lower  credit  reductions  would  be  authorized  only  for  taxable 
years  1983,  1984,  and  1985  liabilities.  Credits  earned  during  this 
period  would  be  applied  in  determining  the  State's  offset  credit  re- 
duction for  years  after  1985. 

The  January  1st  of  each  year  for  which  a  State  qualifies  for  a 
partial  limitation  on  the  offset  credit  reduction  will  be  taken  into 
account  for  purposes  of  determining  future  offset  credit  reduction. 
The  credit  reduction  applicable  in  each  subsequent  year  after  the 
partial  limitation  is  in  effect  would  continue  to  be  reduced  by  the 
amount  by  which  the  offset  credit  was  reduced. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

5.  Average  Employer  Contribution  Rate 

Present  law 

Present  law  provides  that  a  State,  in  the  second  year  in  which 
the  offset  credit  reduction  is  imposed  to  repay  outstanding  loans, 
may  be  subject  to  an  additional  credit  reduction  equal  to  the 
amount  by  which  the  State's  average  tax  rate  is  lower  than  2.7  per- 
cent. The  average  tax  rate  and  the  2.7  percent  are  computed  from 
the  ratio  of  taxes  collected  to  State  and  Federal  taxable  wages,  re- 
spectively. Taxable  wages  are  determined  by  the  taxable  wage 
base.  Any  wages  above  the  taxable  wage  base  are  therefore  not  in- 
cluded. 

In  States  where  the  taxable  wage  base  exceeds  the  Federal  tax- 
able base  of  $7,000,  the  ratio  of  the  State's  UC  tax  revenues  to  the 
State's  taxable  wages  will  be  lower  than  it  would  be  if  the  taxable 
wage  base  was  $7,000.  This  could  activate  the  additional  credit  re- 
duction in  the  second  year  even  though  these  States  have  relatively 
higher  tax  efforts. 

House  bill 

No  provision. 

Senate  amendment 

Changes  the  calculations  so  that  all  wages  instead  of  just  taxable 
wages  are  counted  in  the  denominators  of  the  State  tax  rates  and 
the  2.7  percent.  Each  State's  tax  rate  on  all  wages  subject  to  contri- 
butions under  the  Federal  Unemployment  Tax  Act  (FUTA)  is  com- 
pared to  an  estimate  of  the  national  percentage  of  all  wages  subject 
to  FUTA  contributions  that  2.7  percent  of  taxable  wages  repre- 
sents. The  2.7  percent  factor  is  calculated  as  the  product  of  2.7  per- 
cent and  the  ratio  of  the  Federal  taxable  wage  base  ($7,000)  and 
the  estimated  United  States  average  annual  wage  in  covered  em- 
ployment for  the  calendar  year  in  which  the  determination  is 
made. 

Effective  for  taxable  years  beginning  with  1983. 
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Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

6.  Date  for  Payment  of  Interest 

Present  law 

Present  law  requires  that  interest  is  due  no  later  than  the  first 
day  of  the  next  fiscal  year.  If  the  next  fiscal  year  falls  on  a  week- 
end, interest  is  due  in  the  prior  fiscal  year.  Otherwise,  it  is  due  on 
the  first  day  of  the  next  fiscal  year. 

House  bill 

No  provision. 

Senate  amendment 

Requires  payment  of  interest  before  the  first  day  of  the  next 
fiscal  year. 
Effective  on  date  of  enactment. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

7.  Penalty  for  Failure  To  Pay  Interest 

Present  law 

If  a  State  does  not  pay  interest  when  it  is  due,  there  are  no  pro- 
visions in  present  law  through  which  the  Federal  government  can 
penalize  the  State  or  enforce  the  collection  of  interest  charges. 

House  bill 

No  provision. 

Senate  amendment 

Provides  that,  if  a  State  fails  to  pay  interest  charges  when  they 
are  due,  (a)  Federal  unemployment  compensation  and  employment 
service  administrative  funds  will  be  withheld  and  (b)  the  State's 
unemployment  compensation  program  will  lose  its  Federal  certifi- 
cation, which  will  result  in  employers  in  the  State  losing  eligibility 
for  the  credit  against  the  Federal  unemployment  tax. 

Effective  upon  enactment. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

8.  Treatment  of  Employees  Providing  Services  to  Educational 

Institutions 

Present  law 

The  Federal  Unemployment  Tax  Act  (FUTA)  covers  employees  of 
educational  institutions.  FUTA  requires  States  to  deny  benefits  be- 
tween academic  years  or  terms  to  certain  professional  employees 
working  in  instructional,  research,  and  principal  administrative  ca- 
pacities if  they  have  a  reasonable  assurance  of  returning  to  work 
in  the  next  academic  year  or  term.  FUTA  gives  the  States  the 
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option  of  applying  the  same  denial  of  benefits  provision  to  non- 
professional employees  of  educational  institutions. 

House  bill 

No  provision. 

Senate  amendment 

(a)  States  would  be  required  to  deny  benefits  between  academic 
years  or  terms  to  nonprofessional  employees  of  educational  institu- 
tions if  the  employees  have  a  reasonable  assurance  of  returning  to 
work  in  the  next  academic  year  or  term; 

(b)  States  would  be  required  to  deny  benefits  between  terms  to 
individuals  performing  services  on  behalf  of  an  educational  institu- 
tion or  an  educational  service  agency  even  though  not  employed  by 
either  the  institution  or  agency. 

The  provisions  would  be  effective  on  or  after  April  1,  1984.  States 
in  which  there  is  no  legislative  session  before  that  date,  however, 
would  be  given  additional  time  to  comply  with  this  provision. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  in  (a) 
above  that  requires  States  to  deny  benefits  between  terms  to  non- 
professional employees  of  educational  institutions.  The  conference 
agreement  follows  the  Senate  amendment  in  (b)  above  with  the 
modification  that  it  would  be  optional  to  the  States  to  extend  the 
between  term  denial  to  individuals  performing  services  on  behalf  of 
an  educational  institution  or  an  educational  service  agency  even 
though  not  employed  by  either  the  institution  or  the  agency. 

9.  Extended  Benefits  for  Individuals  Who  Are  Hospitalized  or 

ON  Jury  Duty 

Present  law 

Present  law  disqualifies  claimants  from  receiving  Extended 
Benefits  or  Federal  Supplemental  Compensation  if  they  are  not  ac- 
tively seeking  work.  Moreover,  the  disqualified  claimant  must  go 
back  to  work  for  at  least  4  weeks  and  earn  at  least  4  times  his 
weekly  benefit  amount  before  he  can  qualify  again  for  Extended 
Benefits  or  Federal  Supplemental  Compensation. 

House  bill 

No  provision. 

Senate  amendment 

Permits  States  to  determine  weekly  eligibility  based  on  availabil- 
ity for  work  for  claimants  of  Extended  Benefits  and  FSC  who  are 
serving  on  jury  duty  or  are  hospitalized  for  treatment  of  an  emer- 
gency or  life-threatening  condition.  A  State  must  treat  these  indi- 
viduals in  accordance  with  their  own  State  unemployment  compen- 
sation law. 

Effective  upon  enactment. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 
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10.  Option  for  Voluntary  Health  Insurance  Deduction  From 
Unemployment  Benefits 

Present  law 

Section  3304(a)(4)  of  the  Federal  Unemployment  Tax  Act  prohib- 
its States  from  withdrawing  money  from  the  State  unemployment 
trust  fund  for  anjrthing  except  the  payment  of  unemployment  com- 
pensation benefits  or  to  refund  certain  taxes  erroneously  paid  by 
employers. 

House  hill 

Provides  States  the  option  of  deducting  an  amount  from  the  un- 
employment compensation  benefits  otherwise  payable  to  an  indi- 
vidual and  using  the  amount  deducted  to  pay  for  health  insurance, 
if  the  individual  elects  to  have  such  a  deduction  made  from  his 
benefits. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

11.  Treatment  of  Certain  Organizations  Who  Were 
Retroactively  Granted  501(c)(3)  Status 

Present  law 

Unemployment  insurance  coverage  was  extended  to  employees  of 
certain  nonprofit  organizations  in  1970  and  then  extended  to  em- 
ployees of  generally  all  nonprofit  organizations  in  1976. 

Under  the  1970  and  1976  amendments,  nonprofit  organizations 
were  given  the  option  of  financing  unemployment  benefits  paid  to 
their  former  employees  through  the  State  unemployment  payroll 
tax  system  that  applies  to  private  employers  (contribution  method) 
or  by  retroactively  reimbursing  the  State  trust  fund  for  the  amount 
of  benefits  paid  to  their  former  employees  (reimbursement  method). 

Nonprofit  employers  who  had  voluntarily  covered  their  employ- 
ees prior  to  the  1970  or  1976  amendments  and  financed  benefit 
costs  by  the  contribution  method,  and  after  enactment  of  the  1970 
or  1976  amendments  chose  to  switch  to  the  reimbursement  method 
of  financing,  were  permitted  to  apply  any  accumulated  balance  in 
their  accounts  toward  costs  incurred  in  the  future  and  paid  for  on 
a  reimbursement  basis.  The  authority  to  make  such  a  transfer, 
however,  was  available  for  a  limited  period  of  time  that  expired 
shortly  after  enactment  of  the  1976  and  1970  amendments. 

House  hill 

Allows  a  nonprofit  organization  that  elects  to  switch  from  the 
contribution  to  the  reimbursement  method  of  financing  unemploy- 
ment benefits  to  apply  any  accumulated  balance  in  its  State  unem- 
ployment account  to  costs  incurred  after  it  switches  to  the  reim- 
bursement method,  under  the  following  conditions: 

(1)  the  organization  did  not  elect  to  switch  to  the  reimburse- 
ment method  under  prior  authority  because  during  these  peri- 
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ods  the  organization  was  treated  as  a  501(cX4)  organization  by 
the  IRS,  but  the  organization  has  been  subsequently  deter 
mined  by  the  IRS  to  be  a  501(cX3)  organization;  and, 

(2)  the  organization  elects  to  switch  to  the  reimbursement 
method  before  the  earlier  of  18  months  after  such  election  was 
first  available  to  it  under  State  law  or  January  1,  1984. 

Senate  amendments 

No  provision. 
Conference  agreement 

The  conference  agreement  follows  the  House  bill. 

12.  Waiver  of  Penalty  Tax  on  Withdrawals  from  Individual 
Retirement  Accounts  (IRA's)  by  Certain  Unemployed  Workers 

Present  law 

An  individual  generally  is  subject  to  a  penalty  tax  equal  to  10 
percent  of  any  distribution  from  an  individual  retirement  account 
(IRA)  to  the  individual  for  whose  benefit  the  IRA  was  established  if 
the  individual  is  less  than  age  59  y2  when  the  distribution  is  made. 
However,  the  penalty  tax  does  not  apply  if  the  distribution  is  at- 
tributable to  the  individual's  becoming  permanently  and  totally 
disabled. 

House  hill 

No  provision. 

Senate  amendment 

The  10  percent  penalty  tax  would  not  apply  in  the  case  of  distri- 
butions from  an  IRA  to  an  individual  who  has  at  least  20  quarters 
of  coverage  under  social  security,  and  who  has  received,  within  the 
preceding  12-month  period,  regular  unemployment  compensation 
under  State  law,  and  has  exhausted  all  rights  to  such  compensation 
in  his  most  recent  benefit  year.  The  amendment  would  apply  to 
withdrawals  after  the  date  of  enactment. 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

13.  Reemployment  Vouchers 

Present  law 

No  provision. 
House  hill 

No  provision. 
Senate  amendment 

Would  permit  claimants  of  Federal  Supplemental  Compensation 
(FSC)  to  offer  a  voucher  equal  to  75  percent  of  their  maximum  po- 
tential FSC  benefits  to  prospective  employers  in  lieu  of  FSC  bene- 
fits no  later  than  one  month  after  they  become  eligible  for  FSC.  If 
the  employer  hires  the  claimant,  the  State  agency  will  certify  the 
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employer's  use  of  the  following  portions  of  the  voucher's  face  value 
in  payment  of  Federal  employment  taxes  (FUTA  and  FICA):  (1)  25 
percent  within  the  first  month  of  employment;  (2)  25  percent  in 
each  of  the  next  groups  of  three  months  of  employment.  If  a  claim- 
ant cannot  use  the  voucher  or  only  uses  a  portion,  he  would  receive 
the  balance  of  his  maximum  potential  FSC  benefits,  reduced  by  the 
payments  made  to  employer  or  the  amount  of  FSC  he  would  have 
received  for  the  period. 

The  employer  must  certify  that  the  employment  under  the 
voucher  meets  the  following  conditions:  (1)  the  employee  will  be 
employed  for  an  average  of  at  least  30  hours  per  week  during  the 
payment  period;  (2)  displacement  of  current  employees,  including 
reduced  nonovertime  hours,  will  not  occur;  and  (3)  the  employee 
will  not  be  hired  to  fill  a  vacancy  created  by  laying  off  or  terminat- 
ing a  regular  employee. 

Also,  no  "payment"  may  be  made  to  a  claimant's  base  year  em- 
ployer. 

Effective  upon  enactment. 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

TITLE  VI.  PROSPECTIVE  PAYMENTS  FOR  MEDICARE 
INPATIENT  HOSPITAL  SERVICES 

1.  Prospective  Payment  Amount 

Present  law 

Under  present  law,  medicare  payment  amounts  are  retrospec- 
tively determined  based  upon  a  hospital's  reasonable  costs,  subject 
to  the  limits  established  by  TEFRA.  Certain  reimbursement  limits 
are  applied  to  (1)  hospital  inpatient  operating  costs  (''section  223" 
limits)  and  (2)  the  rate  of  increase  in  inpatient  operating  costs  (this 
limit  expires  after  fiscal  year  1985). 

House  hill 

Under  the  House  bill,  the  Secretary  would  be  required  to  deter- 
mine prospectively  a  payment  amount  for  each  hospital  discharge. 
Hospital  cases  (discharges)  would  be  classified  into  ''diagnosis  relat- 
ed groups"  (DRG's). 

Senate  amendment 
Same  as  the  House  bill. 

2.  DRG  Rates 

A.  SEPARATE  RATES 

Present  law 
No  provision. 
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House  bill 

Under  the  House  bill,  separate  payment  rates  would  apply  to 
urban  and  rural  areas  in  each  of  the  9  census  divisions  (the  50 
States  and  the  District  of  Columbia). 

Senate  amendment 

Under  the  Senate  amendment,  separate  payment  rates  would 
apply  to  urban  and  rural  areas  in  each  of  the  4  census  regions  (the 
50  States  and  the  District  of  Columbia). 

Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

B.  TERMINATION  OF  REGIONAL  ADJUSTMENTS 

Present  law 

No  provision. 
House  bill 

Under  the  house  bill,  regional  adjustments  (i.e.,  by  census  divi- 
sions) would  no  longer  apply  after  the  fourth  year  of  the  program. 

Senate  amendment 

Under  the  Senate  amendment,  regional  adjustments  (i.e.,  by 
census  regions)  would  no  longer  apply  after  the  third  year  of  the 
program. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  as  it 
applies  to  the  9  census  divisions. 

3.  Effective  Date/Transition 

A.  phase-in  period 

Present  law 

Under  present  law,  the  section  223  limits  are  authorized  indefi- 
nitely; the  rate  of  increase  limits  will  not  apply  to  hospital  cost  re- 
porting periods  beginning  on  or  after  October  1,  1985. 

House  bill 

Under  the  House  bill,  implementation  of  the  new  prospective 
payment  system  would  be  phased  in  over  a  3-year  period,  starting 
with  each  hospital's  first  cost  reporting  period  beginning  on  or 
after  October  1,  1983.  During  year  one,  25%  of  the  payment  would 
be  based  on  regional  DRG  rates;  75%  of  the  payment  would  be 
based  on  each  hospital's  cost  base.  In  year  two,  50%  of  the  payment 
would  be  based  on  regional  DRG  rates  and  50%  on  each  hospital's 
cost  base.  In  year  three,  75%  of  the  payment  would  be  based  on 
regional  DRG  rates  and  25%  would  be  based  on  each  hospital's  cost 
base.  In  year  four,  100%  of  the  payment  would  be  determined 
under  the  DRG  payment  methodology.  In  year  five,  100%  of  the 
payment  would  be  determined  under  a  national  DRG  payment 
methodology. 


181 


Senate  amendment 

The  Senate  amendment  contains  a  similar  provision,  except  that 
during  year  one,  25%  of  the  payment  would  be  based  on  a  combina- 
tion of  national  and  regional  DRG  rates  (25%  national,  75%  region- 
al); 75%  would  be  based  on  each  hospital's  cost  base.  In  year  two, 
50%  of  the  payment  would  be  based  on  a  combination  of  national 
and  regional  DRG  rates  (50%  each);  50%  would  be  based  on  each 
hospital's  cost  base.  In  year  three,  75%  of  the  payment  would  be 
based  on  a  combination  of  national  and  regional  DRG  rates  (75% 
national,  25%  regional);  25%  would  be  based  on  each  hospital's  cost 
base.  In  year  four,  100%  of  the  payment  would  be  determined 
under  the  national  DRG  payment  methodology. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with 
modifications.  Under  the  agreement,  implementation  of  the  pros- 
pective payment  system  would  be  phased-in  over  a  3-year  period. 
During  year  one,  25%  of  the  payment  would  be  based  on  regional 
DRG  rates;  75%  would  be  based  on  each  hospital's  cost  base.  In 
year  two,  50%  of  the  payment  would  be  based  on  a  blend  of  nation- 
al and  regional  DRG  rates  (25%  national,  75%  regional);  50%  of 
the  payment  would  be  based  on  each  hospital's  cost  base.  In  year 
three,  75%  of  the  payment  would  be  based  on  a  blend  of  national 
and  regional  DRG  rates  (50%  national,  50%  regional);  25%  of  the 
payment  would  be  based  on  each  hospital's  cost  base.  In  year  four, 
100%  of  the  payment  would  be  determined  under  the  national 
DRG  payment  methodology. 

B.  CALCULATION  OF  COST-BASED  PORTION  OF  PAYMENT 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  for  the  first  2  reporting  periods,  the  calcu- 
lation of  that  portion  of  a  hospital's  payment  which  is  cost-based 
would  be  the  lesser  of  the  hospital's  payment  under  the  rate  of  in- 
crease limits,  without  the  penalties  and  bonuses  of  present  law,  or 
the  section  223  limits  without  regard  to  any  exemptions,  exceptions 
or  adjustments  thereto.  For  the  third  reporting  period,  the  calcula- 
tion of  the  cost-based  portion  would  be  the  hospital's  payment 
under  the  rate  of  increase  limit  only. 

Senate  amendment 

Same  provision,  except  the  Section  223  limits  would  not  apply. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment.  The 
managers  note  that  during  the  phase-in  period,  some  portion  of  the 
prospective  payment  rate  will  be  related  to  each  hospital's  own  ex- 
perience in  a  base  cost  reporting  year.  The  managers  recognize 
that,  in  some  cases,  the  Secretary  will  have  to  use  estimates  to 
adjust  some  portions  of  the  hospital's  base  year  experience  to  make 
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it  comparable  to  inpatient  operating  costs  that  will  be  paid  under 
the  prospective  system — e.g.,  FICA  taxes  that  would  have  been  paid 
if  the  hospital  had  been  in  the  social  security  system  or  the  adjust- 
ment needed  to  exclude  the  nursing  differential  which  is  no  longer 
payable.  Since  the  hospital's  specific  portion  of  the  rate  must  be  de- 
termined in  advance  of  the  hospital's  first  fiscal  year  under  the 
system,  the  managers  expect  the  Secretary  will  use  the  best  data 
available  at  that  time  to  determine  operating  costs  for  the  purposes 
of  the  phase-in. 

C.  MAINTENANCE  OF  COST-REPORTING  SYSTEM 

Present  law 

Under  present  law,  hospitals  are  required  to  file  annual  cost  re- 
ports which  are  used  to  determine  the  amount  of  each  hospital's 
reasonable  cost  reimbursement. 

House  bill 

Under  the  House  bill,  the  Secretary  would  be  required  to  main- 
tain a  system  of  cost  reporting  during  the  period  of  transition  to 
the  new  prospective  payment  system  and  for  at  least  two  years 
after  full  implementation  of  the  new  payment  program  (at  least 
until  the  end  of  fiscal  year  1988). 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill.  The  managers 
intend  that  the  Secretary  consider  the  needs  of  the  States  prior  to 
changing  cost-reporting  requirements.  Many  States  use  the  medic- 
aid cost  reports  for  purposes  of  reimbursement  under  the  medicaid 
program.  It  is  the  managers'  intention  that  extensive  cost  reports 
be  maintained,  at  least  during  the  first  year  of  implementation,  in 
order  to  allow  States  time  to  adjust  their  medicaid  reporting  re- 
quirements. 

4.  Area  Wage  Adjustment 

Present  law 

Under  present  law,  an  adjustor,  using  Bureau  of  Labor  Statistics 
data  for  hospital  wages,  is  used  under  current  section  223  limits  to 
adjust  for  area  differences  in  hospital  wage  levels. 

House  bill 

Under  the  House  bill,  DRG  rates  would  be  adjusted  for  area  dif- 
ferences in  hospital  wage  levels  compared  to  the  national  average 
hospital  wage  level. 

Senate  amendment 

Under  the  Senate  amendment,  DRG  rates  would  be  adjusted  for 
area  differences  in  hospital  wage  levels  compared  to  the  national 
or  regional  average  hospital  wage  levels  as  appropriate. 
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Conference  agreement 
The  conference  agreement  follows  the  House  bill. 

5.  Initial  Payment  Level 

a.  general 

Present  law 

Under  present  law,  medicare  payments  to  hospitals  are  made  ac- 
cording to  the  lower  of  actual  reasonable  costs,  the  section  223  total 
cost  limits,  or  the  rate  of  increase  limits  added  by  TEFRA.  The 
TEFRA  rate  of  increase  limits  are  based  on  each  hospital's  histori- 
cal costs.  These  costs  are  updated  by  the  marketbasket  of  goods  and 
services  purchased  by  hospitals,  plus  1  percentage  point. 

House  hill 

Under  the  House  bill,  the  rates  for  each  DRG  would  be  derived 
from  historical  medicare  cost  data  for  each  hospital.  The  rates 
would  be  updated  to  fiscal  year  1983  by  the  estimated  industry- 
wide actual  increase  in  hospital  costs.  The  rates  would  be  further 
updated  for  fiscal  year  1984  by  the  increase  in  the  marketbasket 
plus  1  percentage  point.  In  fiscal  year  1984,  the  DRG  rates  would 
be  reduced,  as  may  be  required,  to  achieve  budget  neutrality  in  re- 
lationship to  the  reimbursement  levels  that  would  have  applied 
under  the  TEFRA  legislation. 

Senate  amendment 
Same  as  the  House  bill. 

B.  SERVICES  COVERED 

Present  law 

Under  present  law,  services  provided  to  medicare  beneficiaries 
who  are  inpatients  of  a  hospital  are  ordinarily  billed  under  part  A 
and  reimbursed  on  a  reasonable  cost  basis.  However,  some  pay- 
ments for  certain  non-physician  services  rendered  to  inpatients  are 
billed  by  suppliers  of  services  under  part  B  on  a  reasonable  charge 
basis. 

House  hill 

Under  the  House  bill,  effective  October  1,  1983,  all  non-physician 
services  provided  in  an  inpatient  setting  would  be  paid  only  as  in- 
patient hospital  services  under  part  A,  except  as  provided  below. 

The  Secretary  is  given  authority  to  waive  these  restrictions,  and 
to  provide  for  adjustments  in  the  DRG  payments  rates,  for  hospi- 
tals which  can  demonstrate  to  the  Secretary  that  their  practices 
prior  to  October  1,  1982,  were  such  that  their  services  were  exten- 
sively billed  independently  under  part  B.  Such  hospitals  could  be 
permitted,  by  the  Secretary,  to  continue  such  billing  arrangements 
during  the  transition  period  for  phasing-in  the  prospective  payment 
system.  Such  arrangements  would  not  be  recognized  once  the  pros- 
pective payment  system  is  fully  implemented.  The  Secretary  would 
estimate,  each  year,  amounts  that  would  have  been  reimbursed 
under  part  B  for  inpatient  hospital  services  (other  than  physician 
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services)  and  include,  each  year,  in  the  base  rate  for  determining 
the  DRG  payment  rates  an  approximation  of  this  amount. 

Senate  amendment 

The  Senate  amendment  would  also  provide  payment  for  all  non- 
physician  services  provided  to  hospital  inpatients,  effective  October 
1,  1983,  only  as  inpatient  hospital  services,  except  that  the  Secre- 
tary may  waive  these  restrictions  during  the  transition  period  in 
the  case  of  hospitals  that  have  allowed  direct  billing  under  part  B 
so  extensively  that  immediate  compliance  with  such  restrictions 
would  threaten  the  stability  of  patient  care.  The  Secretary  could 
allow  continued  payment  of  part  B  billings  as  long  as  he  or  she 
subsequently  deducted  the  total  amount  for  these  billings  from  the 
payments  made  under  the  prospective  system  to  the  hospital.  If 
such  a  waiver  is  granted,  the  Secretary,  at  the  end  of  the  transi- 
tion, may  provide  for  such  methods  of  payment  under  part  A  as  is 
appropriate  given  the  organizational  structure  of  the  institution. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with  a 
modification  requiring  the  Secretary  to  define,  by  regulation  for 
this  purpose,  non-physician  services  which  would  be  considered  in- 
patient hospital  services  covered  by  prospective  DRG-based  pay- 
ments. 

C.  ADJUSTMENTS  FOR  SOCIAL  SECURITY 

Present  law 

Under  present  law,  a  downward  adjustment  is  made  to  a  hospi- 
tal's medicare  payment  to  account  for  a  hospital's  withdrawal  from 
the  Social  Security  system. 

House  bill 

Under  the  House  bill,  the  provision  in  present  law  would  be  re- 
pealed. 

Senate  amendment 

Under  the  Senate  amendment,  the  provision  also  would  be  re- 
pealed. In  addition,  in  setting  the  initial  payment  rates,  the  Secre- 
tary would  be  required  to  recognize  the  payroll  costs  some  hospitals 
will  incur  as  the  result  of  being  required  to  enter  the  Social  Secu- 
rity system,  by  adjusting  base  costs  for  individual  hospitals  and  by 
adjusting  the  DRG  prospective  rates  to  include  these  additional 
costs. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 
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6.  Annual  Updates 
a.  annual  increase 

Present  law 

Under  present  law,  the  rate  of  increase  limits  are  updated  by  the 
increase  in  a  marketbasket  of  goods  and  services  purchased  by  hos- 
pitals, plus  1  percentage  point. 

House  hill 

Under  the  House  bill,  for  fiscal  year  1985,  pajonent  amounts 
from  the  previous  fiscal  year  would  be  increased  by  the  marketbas- 
ket, plus  1  percentage  point.  There  would  be  an  overall  budget  lim- 
itation to  maintain  budget  neutrality  for  fiscal  year  1985. 

Senate  amendment 
Same  as  the  House  bill. 

B.  secretary's  determination  of  annual  increase  factor 
Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  taking  into  consideration  the  recommenda- 
tions of  the  panel,  the  Secretary  must  determine,  for  each  fiscal 
year  beginning  with  fiscal  year  1986,  the  appropriate  increase 
factor. 

Senate  amendment 

Under  the  Senate  amendment,  taking  into  consideration  the  rec- 
ommendations of  the  commission,  the  Secretary  must  determine, 
for  each  fiscal  year  beginning  with  fiscal  year  1986,  the  increase 
factor;  such  factor  must  assure  adequate  compensation  for  the  effi- 
cient and  effective  delivery  of  medically  appropriate  and  necessary 
care  of  high  quality. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with  a 
modification  which  requires  that  the  Secretary,  in  determining  the 
increase  factor,  must  take  into  account  amounts  necessary  for  the 
efficient  and  effective  delivery  of  medically  appropriate  and  neces- 
sary care  of  high  quality. 

C.  PUBLICATION  OF  SECRETARY'S  DETERMINATION 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  the  Secretary  must  publish  in  the  Federal 
Register  (1)  not  later  than  the  June  1  before  each  fiscal  year  begin- 
ning with  fiscal  year  1986,  his  or  her  determination  of  the  proposed 
increase  factor  and  (2)  not  later  than  the  September  1  before  such 
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fiscal  year,  his  or  her  final  determination  of  the  increase  factor. 
The  Secretary  must  include  in  the  publication  due  by  June  1  the 
report  of  the  panel's  recommendations  for  that  fiscal  year. 

Senate  amendment 
Same  as  the  House  bill. 

D.  EXPERT  PAKTEL/ commission's  DETERMINATION  OF  ANNUAL  INCREASE 

FACTOR 

Present  law 

No  provision. 
House  bill 

The  House  bill  requires  the  Secretary  to  appoint  a  panel  of  inde- 
pendent experts  to  review  the  increase  factor  and  make  recommen- 
dations to  the  Secretary  on  the  appropriate  percentage  increase  for 
fiscal  years  beginning  with  fiscal  year  1986.  The  panel  must  take 
into  account  changes  in  the  marketbasket,  hospital  productivity, 
technological  and  scientific  advances,  quality  of  care,  and  utiliza- 
tion of  relatively  costly,  though  effective,  methods  of  care. 

Senate  amendment 

The  Senate  amendment  contains  a  similar  provision,  except  the 
review  of  the  increase  factor  and  recommendations  to  the  Secre- 
tary would  be  conducted  by  a  commission  selected  by  the  Office  of 
Technology  Assessment,  and  would  begin  with  fiscal  year  1986. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

E.  EXPERT  panel/commission's  REPORT  ON  ANNUAL  INCREASE  FACTOR 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  the  panel  must  report  its  recommenda- 
tions on  the  increase  factor  to  the  Secretary  not  later  than  May  1 
before  the  beginning  of  each  fiscal  year,  beginning  with  fiscal  year 
1986. 

Senate  amendment 

Under  the  Senate  amendment,  the  commission  must  report  its 
recommendations  on  the  increase  factor  to  the  Secretary  not  later 
than  April  1  before  the  beginning  of  each  fiscal  year,  beginning 
with  fiscal  year  1986. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 


187 


7.  Recalibration  of  DRG's 
A.  secretary's  determination  of  drg  recalibration 
Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  the  Secretary  would  be  required  to  estab- 
lish (and  would  be  permitted  from  time  to  time  to  make  changes 
in)  a  system  of  classification  of  inpatient  hospital  discharges  by 
DRGs  and  a  methodology  for  classifying  specific  hospital  discharges 
within  the  DRGs.  For  each  DRG,  the  Secretary  would  be  required 
to  assign  (and  would  be  permitted  from  time  to  time  to  recompute) 
an  appropriate  weighting  factor  which  reflects  the  relative  hospital 
resources  used  for  discharges  classified  within  that  DRG  compared 
to  resources  used  for  discharges  classified  in  other  DRGs. 

Senate  amendment 

The  Senate  amendment  contains  a  similar  provision  except  the 
Secretary  would  be  required  to  adjust  the  classifications  and 
weighting  factors  at  least  once  every  3  years  to  reflect  changes  in 
treatment  patterns,  technology,  and  other  factors  which  may 
change  the  relative  use  of  hospital  resources. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with  a 
modification  requiring  the  Secretary  to  adjust  the  DRG  classifica- 
tions and  weighting  factors  for  fiscal  year  1986  and  subsequently, 
as  necessary,  but  no  less  often  than  once  every  four  years. 

B.  EXPERT  commission's  DETERMINATION  OF  DRG  RECALIBRATION 

Present  law 

No  provision. 
House  hill 

No  provision. 
Senate  amendment 

Under  the  Senate  amendment,  the  commission  would  be  required 
to  consult  with,  and  make  recommendations  to,  the  Secretary  with 
respect  to  changes  in  the  DRGs,  based  on  its  evaluation  of  scientific 
evidence  with  respect  to  new  practices,  including  the  use  of  new 
technologies  and  treatment  modalities.  The  commission  must 
report  to  Congress  its  evaluation  of  any  adjustments  to  the  DRGs 
made  by  the  Secretary. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 
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8.  Atypical  Cases/Outliers 
a.  basis  for  outlier  payments 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  the  Secretary  would  be  required  to  make 
additional  payments  where  the  length  of  stay  for  any  case  in  a 
DRG  exceeds,  by  more  than  30  days,  the  average  length  of  stay  for 
cases  within  the  same  DRG.  In  addition,  if  a  case  has  some  other 
unusual  length  of  stay  or  unusual  cost,  the  Secretary  could  provide 
additional  payment  amounts. 

Senate  amendment 

Under  the  Senate  amendment,  the  Secretary  would  be  required 
to  make  additional  payments  where  (1)  the  length  of  stay  exceeds 
the  mean  length  of  stay  by  some  fixed  number  of  days  or  (2)  by  a 
certain  number  of  standard  deviations,  whichever  is  less.  Hospitals 
would  be  permitted  to  appeal  for  additional  payments  for  cases 
where  charges  adjusted  to  costs  are  equal  to  or  greater  than  some 
multiple  of  the  DRG  rates  or  some  dollar  criterion,  whichever  is 
greater. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment.  The 
managers  are  equally  concerned  that  adjustments  may  be  required 
for  cases  which  have  an  unusually  short  length  of  stay  or  which 
are  significantly  less  costly  than  the  DRG  payment.  The  Secretary 
would  be  required  to  report  on  this  with  recommendations  on  how 
to  address  this  issue. 

B.  PAYMENT  LEVELS  FOR  OUTLIER  CASES 

Present  law 

No  provision. 
House  hill 

Under  the  House  bill,  the  additional  payment  amounts  per  case 
would  be  determined  by  the  Secretary. 

Senate  amendment 

Under  the  Senate  amendment,  the  amount  of  additional  pay- 
ments would  be  determined  by  the  Secretary  and  approximate  the 
marginal  cost  of  care  beyond  the  outlier  cut-off  criteria  (days  or 
dollar  amounts). 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 
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C.  TOTAL  PROPORTION  OF  OUTLIER  PAYMENTS 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  the  Secretary  would  be  required  to  provide 
additional  payments  for  outlier  cases  amounting  to  not  less  than  4 
percent  of  total  DRG  related  payments. 

Senate  amendment 

Under  the  Senate  amendment,  the  Secretary  would  be  required 
to  provide  additional  payments  for  outlier  cases  amounting  to  not 
less  than  5  percent,  and  not  more  than  6  percent,  of  total  projected 
or  estimated  DRG  related  payments. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

9.  Capital  Expenses 

A.  capital  in  general 

Present  law 

Under  present  law,  medicare  reimburses  hospitals  for  the  reason- 
able costs  of  capital  (including  depreciation,  interest  and  rent). 

House  bill 

Under  the  House  bill,  capital  expenses,  as  defined  by  the  Secre- 
tary, would  be  specifically  excluded  from  the  prospective  payment 
proposal  and  would  continue  to  be  reimbursed  on  a  reasonable  cost 
basis. 

Senate  amendment 

Under  the  Senate  amendment,  capital  expenses,  as  defined  by 
the  Secretary,  would  be  specifically  excluded  from  the  prospective 
payment  system  until  October  1,  1986,  during  which  time  they 
would  continue  to  be  reimbursed  on  a  reasonable  cost  basis.  After 
October  1,  1986,  such  expenses  would  no  longer  be  excluded. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment.  The 
managers  intend  that  capital,  as  defined  by  the  Secretary,  includes 
return  on  equity.  The  managers  also  note  that  the  Secretary  is  re- 
quired to  complete,  within  18  months,  a  thorough  review  of  the 
methods  by  which  capital,  including  return  on  equity,  can  be  incor- 
porated into  the  prospective  payment  system.  The  managers  expect 
that  additional  legislation  will  be  enacted  by  Congress  to  deal  with 
capital-related  issues  under  the  prospective  payment  system  before 
October  1,  1986.  However,  if  the  Secretary  has  implemented  a 
system  of  prospective  payment  for  capital  without  legislative  action 
and  the  mandatory  section  1122  capital  planning  approval  provi- 
sion has  gone  into  effect,  the  conferees  intend  that  the  Secretary 
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will  adjust  the  prospective  payment  for  capital  to  reflect  a  disap- 
proval project  under  section  1122. 

B.  RETURN  ON  EQUITY 

Present  law 

Under  present  law,  medicare  reimburses  proprietary  institutions 
a  return  on  equity. 

House  bill 

The  House  bill  provides  for  the  phase-out  of  return  on  equity  for 
hospitals  under  the  prospective  payment  system  over  the  three- 
year  transition  period  during  which  the  cost-based  payment  is 
being  phased  out  (75%  in  the  first  year,  50%  in  the  second  year 
and  25%  in  the  third  year).  No  payment  for  a  return  on  equity 
would  be  made  for  cost  reporting  periods  beginning  on  or  after  Oc- 
tober 1,  1986. 

Senate  amendment 

No  provision. 

Conference  agreement 

Under  the  conference  agreement,  effective  with  respect  to  cost 
reporting  periods  beginning  on  or  after  the  date  of  enactment,  the 
rate  of  return  on  equity  will  be  reduced  from  one  and  one-half 
times  to  an  amount  equal  to  the  rate  of  interest  paid  by  the  Feder- 
al Treasury  on  the  assets  of  the  Hospital  Insurance  Trust  Fund. 

C.  NEW  CAPITAL 

Present  law 

No  provision. 
House  bill 

The  House  bill  expresses  the  intent  of  Congress  that,  in  imple- 
menting a  system  for  including  capital-related  costs  under  a  pro- 
spective payment  system,  costs  related  to  capital  projects  initiated 
on  or  after  March  1,  1983,  may  be  distinguished  and  treated  differ- 
ently from  projects  initiated  before  such  date. 

Senate  amendment 

The  Senate  amendment  expresses  the  intent  of  Congress  that,  in 
implementing  a  system  for  including  capital-related  costs  under  a 
prospective  payment  system,  costs  related  to  capital  projects  initi- 
ated on  or  after  the  effective  date  of  the  implementation  of  such 
system  may  or  may  not  be  distinguished  and  treated  differently 
from  projects  initiated  before  such  date. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment.  The 
managers  believe  no  assurances  can  be  given  that,  under  a  new 
system  of  paying  for  capital,  projects  obligated  (as  defined  by  regu- 
lations under  section  1122)  after  the  date  of  enactment  of  this  legis- 
lation will  continue  to  be  paid  on  a  reasonable  cost  basis. 
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D.  SECTION  1122  CAPITAL  APPROVAL 

Present  law 

Under  present  law,  the  Secretary  is  authorized  to  exclude  from 
reimbursement  to  providers  certain  costs  related  to  capital  expend- 
itures that  have  been  disapproved  by  a  section  1122  planning 
agency. 

House  bill 

Under  the  House  bill,  at  the  end  of  3  years,  medicare  would  not 
make  payment  for  a  new  capital  project  unless  the  State  had  a  sec- 
tion 1122  capital  approval  process  and  the  capital  expenditures  had 
been  recommended  by  the  State  under  such  mechanism. 

Senate  amendment 

The  Senate  amendment  changes  for  cost  reporting  periods  prior 
to  October  1,  1986:  (1)  the  financing  of  reviews  of  capital  projects 
from  the  Hospital  Insurance  Trust  Fund  to  general  revenues;  (2)  in- 
creases the  amount  of  capital  projects  that  is  subject  to  the  1122 
approval  process  from  $100,000  to  $600,000;  (3)  exempts  from  the 
review  process  expenditures  made  by  or  on  behalf  of  a  health  care 
facility  where  75  percent  of  the  patients  using  the  services  of  such 
facility  are  enrollees  in  HMO's  or  CMP's  and  such  expenditures 
are  for  services  and  facilities  needed  by  such  organization  to  oper- 
ate efficiently;  and  (4)  requires  hospitals  to  make  their  overall  ex- 
penditure plans  and  capital  budgets  available  to  section  1122  agen- 
cies. 

Conference  agreement 

The  conference  agreement  follows  the  provision  in  the  House  bill 
with  the  following  modification:  the  requirement  that  medicare 
payment  for  new  capital  projects  be  conditional  on  section  1122  ap- 
proval would  be  effective  October  1,  1986,  only  if  no  legislation 
were  enacted  by  that  date  which  includes  capital-related  costs  in 
the  prospective  reimbursement  system.  In  addition,  effective  upon 
enactment:  (1)  the  financing  of  re\dews  of  capital  projects  would  be 
made  from  general  revenues;  (2)  the  maximum  threshold  a  State 
may  use  for  determining  which  capital  projects  are  subject  to  the 
section  1122  review  process  would  be  increased  from  $100,000  to 
$600,000;  States  would  be  permitted  to  set  a  lower  threshold;.  (3)  in 
order  for  a  health  care  facility,  where  75  percent  of  the  patients 
are  HMO  or  CMP  enrollees,  to  be  exempt  from  the  section  1122 
review  process  because  needed  services  and  facilities  are  not  other- 
wise readily  accessible,  the  organization  must  establish  that  one  of 
the  following  five  conditions  is  met: 

(a)  the  facilities  are  geographically  dispersed 

(b)  the  facilities  are  not  available  under  a  contract  of  reason- 
able duration 

(c)  full  and  equal  medical  staff  privileges  are  not  available 

(d)  the  arrangements  are  not  administratively  feasible,  or 

(e)  the  services  are  more  costly  than  if  provided  by  the  HMO 
or  CMP;  and 
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(4)  hospitals  would  be  required  to  make  their  overall  expenditure 
plans  and  capital  budgets  available  to  the  section  1122  or  other 
appropriate  agency. 

10.  Medical  Education  Expenses 

a.  direct  cost 

Present  law 

Under  present  law,  medicare  reimburses  direct  medical  educa- 
tion expenses,  such  as  the  salaries  of  interns  and  residents  in  ap- 
proved education  programs,  on  the  basis  of  reasonable  cost. 

House  bill 

Under  the  House  bill,  direct  medical  expenses  for  approved  edu- 
cational programs  would  be  specifically  excluded  from  pa)rment  de- 
terminations under  the  prospective  pajnnent  system  and  would  be 
paid  on  the  basis  of  reasonable  cost. 

Senate  amendment 
Same  as  the  House  bill. 

B.  INDIRECT  COST 

Present  law 

Under  present  law,  the  section  223  limits  provide  an  adjustment 
to  recognize  individual  hospital  differences  in  indirect  costs  due  to 
approved  teaching  activities. 

House  hill 

Under  the  House  bill,  the  Secretary  is  required  to  provide  addi- 
tional payment  amounts  under  the  prospective  pa3rment  system  for 
hospitals  with  indirect  costs  of  medical  education.  The  adjustment 
for  such  pa)rment  amounts  would  equal  twice  the  section  223  ad- 
justment, provided  under  regulations,  in  effect  as  of  Jan.  1,  1983, 
for  such  costs. 

Senate  amendment 

Same  as  the  House  bill. 

11.  Exemptions,  Exceptions,  and  Adjustments 
A.  payments  to  exempted  hospitals  and  hospital  units 
Present  law 

No  provision. 
House  hill 

Under  the  House  bill,  hospitals  or  units  of  hospitals  exempted 
from  the  prospective  payment  system  would  be  subject  to  the  sec- 
tion 223  limits  (until  hospital  cost  reporting  periods  beginning  on 
or  after  October  1,  1985)  and  the  rate  of  increase  limits  applicable 
under  current  law. 
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Senate  amendment 

The  Senate  amendment  contains  a  similar  provision,  except  the 
section  223  limits  would  no  longer  apply  for  hospital  cost  reporting 
periods  beginning  on  or  after  October  1,  1983. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

B.  PSYCHIATRIC,  LONG-TERM  CARE,  AND  CHILDREN'S  HOSPITALS 

Present  law 

Under  present  law,  section  223  limits  do  not  apply  to  children's 
hospitals,  long-term  care  hospitals  or  to  rural  hospitals  with  less 
than  50  beds.  In  addition,  the  Secretary  is  required  to  provide  ex- 
emptions, exceptions,  and  adjustments  to  the  section  223  limits  as 
he  or  she  deems  appropriate  to  take  into  account  the  special  needs 
of  psychiatric  hospitals. 

House  bill 

Under  the  House  bill,  psychiatric,  long-term  care,  children's  and 
rehabilitation  hospitals  would  be  specifically  exempted  from  the 
prospective  payinent  system.  Upon  request  of  a  hospital,  rehabilita- 
tion and  psychiatric  units  which  are  distinct  parts  of  acute  care 
hospitals  would  also  be  specifically  exempted. 

Senate  amendment 

The  Senate  amendment  contains  a  similar  provision,  except  (1) 
hospitals  would  not  have  to  request  exemptions  for  distinct  parts  of 
rehabilitation  or  psychiatric  units  and  (2)  exemptions  of  any  such 
hospitals  or  hospital  units  would  no  longer  apply  when  the  Secre- 
tary determines  that  adequate  data  of  clinical  and  statistical  sig- 
nificance is  available  to  include  these  institutions  and  units  under 
the  prospective  payment  system. 

Conference  agreement 

The  conference  agreement  follows  the  provision  in  the  House  bill 
with  a  modification  that  deletes  the  provision  which  conditions 
granting  of  an  exemption  on  the  receipt  by  the  Secretary  of  a  re- 
quest from  a  hospital. 

C.  SOLE  COMMUNITY  HOSPITALS 

1.  Payments 
Present  law 

Under  present  law,  the  Secretary  is  required  to  provide  exemp- 
tions, exceptions,  and  adjustments  to  the  section  223  limits  as  he  or 
she  deems  appropriate  to  take  into  account  the  special  needs  of 
sole  community  hospitals. 

House  bill 

Under  the  House  bill,  the  Secretary  would  be  authorized  to  pro- 
vide exceptions  and  adjustments  to  take  into  account  the  special 
needs  of  sole  community  hospitals. 
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Senate  amendment 

Under  the  Senate  amendment,  payments  to  sole  community  hos- 
pitals for  hospital  cost  reporting  periods  beginning  on  or  after  Octo- 
ber 1,  1983,  would  be  on  the  same  basis,  as  payments  to  all  other 
providers  in  the  first  year  of  the  transition  period:  25%  of  the  pay- 
ment would  be  based  on  a  blend  of  national  and  regional  DRG 
rates  (25%  national,  75%  regional);  75%  would  be  based  on  each 
hospital's  own  cost  base.  In  no  case  would  total  medicare  payments 
in  those  cost  reporting  years  beginning  on  or  after  October  1,  1983, 
and  before  October  1,  1986,  be  less  than  the  payments  made  in  the 
preceding  year. 

Conference  agreement  ^ 

The  conference  agreement  follows  the  provision  in  the  Senate 
bill  with  modifications:  (1)  Conforms  the  basis  of  payment  to  the 
first-year  blend  of  payment  rates  applicable  to  other  hospitals 
agreed  to  by  the  conferees  (item  3a);  and  (2)  where  a  sole  communi- 
ty hospital  experiences  a  change  of  more  than  5  percent  in  its  total 
volume  over  a  previous  year,  due  to  circumstances  beyond  its  con- 
trol, the  Secretary  would  be  required  to  provide,  for  3  years,  an  ad- 
justment to  fully  compensate  the  hospital  for  the  fixed  costs  it 
incurs  and  for  the  reasonable  cost  of  maintenance  of  core  staff  and 
services. 

3.  Definition 

Present  law 

No  provision. 

House  bill 

Under  the  House  bill,  "sole  community  hospitals"  are  defined  as 
those  that,  by  reason  of  factors  such  as  isolated  location  or  absence 
of  other  hospitals  (as  determined  by  the  Secretary),  is  the  sole 
source  of  inpatient  hospital  services  reasonably  available  in  a  geo- 
graphical area  to  part  A  medicare  beneficiaries. 

Senate  amendment 

The  Senate  amendment  contains  a  similar  provision,  except  in- 
cludes weather  and  travel  conditions  in  the  list  of  factors  defining 
a  sole  community  hospital. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

D.  PUBLIC  AND  OTHER  HOSPITALS 

Present  law 

Under  present  law,  the  Secretary  is  required  to  provide  exemp- 
tions, exceptions,  and  adjustments  to  the  section  223  limits  as  he  or 
she  deems  appropriate  to  take  into  account  the  special  needs  of 
public  and  other  hospitals  that  serve  a  disproportionate  number  of 
low  income  or  part  A  medicare  beneficiaries. 
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House  bill 

Under  the  House  bill,  the  Secretary  would  be  required  to  provide 
exceptions  and  adjustments,  as  he  or  she  deems  appropriate,  to 
take  into  account  the  special  needs  of  public  or  other  hospitals  that 
serve  a  disproportionately  large  number  of  low-income  or  part  A 
medicare  beneficiaries. 

Senate  amendment 

The  Senate  amendment  contains  a  similar  provision,  except  also 
applies  to  regional  and  national  referral  centers  (including  very 
large  acute  care  hospitals  in  rural  areas). 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

E.  OTHER  PROVIDERS 

Present  law 

Under  present  law,  the  Secretary  is  required  to  provide  exemp- 
tions, exceptions,  and  adjustments  to  the  ^'section  223"  and  the  rate 
of  increase  limits  as  he  or  she  deems  appropriate  to  take  into  ac- 
count the  special  needs  of  new  hospitals,  risk-based  health  mainte- 
nance organizations,  hospitals  providing  atypical  or  essential  serv- 
ices and  to  take  account  of  extraordinary  circumstances  beyond  a 
hospital's  control;  and  for  other  purposes. 

House  hill 

Under  the  House  bill,  the  Secretary  is  required  to  provide,  by 
regulation,  for  such  exceptions  and  adjustments  as  he  or  she  deenis 
appropriate  (including  those  that  may  be  appropriate  with  respect 
to  public  and  teaching  hospitals  and  hospitals  involved  extensively 
in  treatment  for,  and  research  on,  cancer). 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  follows  the  provision  in  the  House  bill 
with  a  modification  which  deletes  the  requirement  with  respect  to 
public  and  teaching  hospitals.  The  conferees  wish  to  make  it  clear 
that  this  authority  permits  the  Secretary  to  provide  for  such  excep- 
tions and  adjustments  as  may  be  appropriate  with  respect  to  hospi- 
tals experiencing  special  problems  because  of  their  location  in  a 
particular  census  division. 

F.  ALASKA  AND  HAWAII 

Present  law 

Under  regulation,  special  adjustments  are  provided  to  the  section 
223  limits  for  hospitals  in  Alaska  and  Hawaii. 

House  hill 

Under  the  House  bill,  the  Secretary  is  authorized  to  provide  ad- 
justments to  the  DRG  payment  amounts  as  he  or  she  deems  appro- 
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priate  to  take  into  account  the  unique  circumstances  of  hospitals 
located  in  Alaska  and  Hawaii. 

Senate  amendment 

Same  as  the  House  bill. 

G.  HOSPITALS  IN  TERRITORIES,  INCLUDING  PUERTO  RICO 

Present  law 

No  provision. 
House  bill 

The  House  bill  exempts  from  the  prospective  payment  system 
hospitals  located  outside  the  fifty  States  or  the  District  of  Columbia 
(e.g.,  the  territories,  including  Puerto  Rico). 

Senate  amendment 

Same  as  the  House  bill.  (See  study  section.) 

12.  Admissions  and  Quality  Review 

a.  contracts  with  professional  review  organizations 

Present  law 

Present  law  (title  XI  of  the  Social  Security  Act)  requires  the  Sec- 
retary to  enter  into  contracts  for  utilization  and  quality  control 
peer  review  with  professional  review  organizations  (PROs)  or  other 
review  organizations,  including  medicare  intermediaries  (subject  to 
certain  conditions  and  limitations). 

House  bill 

Under  the  House  bill,  effective  October  1,  1984,  as  a  condition  for 
receipt  of  medicare  payments,  a  hospital  receiving  payments  ac- 
cording to  the  prospective  DRG  rates  would  be  required  to  contract 
with  a  peer  review  organization,  in  the  area,  designated  by  the  Sec- 
retary under  Title  XI  for  the  review  of  admissions,  discharges,  and 
quality  of  care  with  respect  to  medicare  hospital  inpatient  services. 
The  12-month  waiting  period  for  intermediaries  to  qualify  as 
review  organizations  as  specified  in  present  law  would  begin  on  the 
date  the  Secretary  enters  into  contracts  or  on  October  1,  1983, 
whichever  is  earlier. 

Senate  amendment 

Under  the  Senate  amendment,  hospitals  receiving  payments 
under  the  prospective  payment  system  would  be  required  to  enter 
into  an  agreement  with  a  peer  review  organization  (if  such  as  orga- 
nization has  a  contract  with  the  Secretary  under  title  XI  for  the 
area  in  which  the  hospital  is  located).  The  purpose  of  this  contract 
is  to  provide  for  the  review  of  the  validity  of  the  diagnostic  infor- 
mation provided  by  such  hospitals,  the  completeness  and  adequacy 
of  the  care  provided,  the  appropriateness  of  admissions,  and  the  ap- 
propriateness of  care  provided  to  patients  designated  by  the  hospi- 
tals as  outliers.  These  reviews  would  be  covered  as  a  hospital  cost 
of  care  under  part  A  but  the  PRO  would  be  paid  by  the  Secretary 
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on  behalf  of  the  hospital  on  the  basis  of  a  rate  per  review  estab- 
lished by  the  Secretary.  The  amount  expended  will  be  no  less  than 
an  amount  which  reflects  the  rates  per  review  established  in  fiscal 
year  1982  for  both  direct  and  administrative  costs,  adjusted  for  in- 
flation, and  will  be  expended  from  the  trust  fund  and  not  subject  to 
appropriations. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with 
modifications.  Under  the  agreement,  (1)  hospitals  receiving  pay- 
ments under  the  prospective  payment  system  would  be  required 
from  the  date  of  enactment  through  September  30,  1983,  to  con- 
tract with  a  professional  review  organization  (PRO),  if  there  is  a 
PRO  in  the  area  which  has  contracted  with  the  Secretary  under 
title  XI:  (2)  such  hospitals  would  be  required,  on  or  after  October  1, 
1984,  to  contract  with  a  PRO,  in  the  area,  designated  by  the  Secre- 
tary under  title  XI  as  a  condition  of  receiving  payments  under  the 
medicare  program  (if  the  Secretary  has  not  contracted  with  a  PRO 
in  the  area  such  hospitals  would  not  receive  payment);  (3)  the  12- 
month  waiting  period  for  intermediaries  to  qualify  as  PROs  (as 
specified  in  present  law)  would  begin  on  the  date  the  Secretary 
enters  into  contracts  or  on  October  1,  1983,  whichever  is  earlier  as 
in  the  House  bill;  (4)  where  a  contract  between  the  Secretary  and  a 
PRO  is  terminated  after  October  1,  1984,  the  Secretary  would  be 
required  to  enter  into  a  new  contract  with  a  PRO  in  that  area 
within  6  months  of  such  termination,  during  which  period  hospitals 
would  not  be  penalized  because  no  PRO  exists  in  the  area,  and  (5) 
the  amount  expended  for  review  purposes  must  also  be  no  less  than 
an  amount  equal  to  the  total  expenditures  made  during  1982  for 
review  costs  adjusted  for  inflation. 

B.  MONITORING  SYSTEM  ESTABLISHED  BY  THE  SECRETARY 

Present  law 

No  provision. 
House  hill 

Under  the  House  bill,  the  Secretary  would  be  required  to  estab- 
lish a  system  for  monitoring  admissions  and  discharges  of  both  hos- 
pitals receiving  prospective  payment  and  hospitals  reimbursed  on  a 
cost  basis,  utilizing  HCFA,  medicare  intermediaries,  professional 
review  organizations/professional  standards  review  organizations, 
or  such  other  medical  review  authority,  to  review  admissions  and 
discharge  practices  and  quality  of  care. 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  strikes  the  provision  in  the  House  bill 
but  modifies  the  review  requirements  of  professional  review  organi- 
zations (PROs)  to  include  review  of  patterns  admissions  and  dis- 
charges and  quality  of  care  of  hospitals  receiving  medicare  pay- 
ments. 
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C.  PENALTIES  FOR  UNACCEPTABLE  PRACTICES 

Present  law 
No  provision. 

House  bill 

Under  the  House  bill,  the  Secretary  would  be  authorized  to  take 
corrective  action  where  hospitals,  paid  according  to  the  prospective 
rates  or  on  a  cost  basis,  were  determined  to  be  engaged  in  unaccep- 
table admissions,  medical,  or  other  practices.  The  Secretary  would 
be  permitted  to  disallow  part  or  all  of  the  medicare  payment  with 
respect  to  an  unnecessary  or  multiple  admissions,  or  to  require  hos- 
pitals to  take  other  corrective  action  necessary  where  a  provider 
was  determined  to  have  engaged  in  such  practices. 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  follows  the  provision  in  the  House  bill 
with  a  modification  which  authorizes  the  Secretary  to  take  such 
corrective  action  based  on  the  findings  of  the  PRO. 

13.  Payments  to  HMO's  and  CMP's 

Present  law 

Current  law  provides  that  health  maintenance  organizations 
(HMO's)  and  competitive  medical  plans  (CMP's)  may  be  reimbursed 
either  on  the  basis  of  reasonable  costs  or  under  a  risk-based  con- 
tract, a  payment  equal  to  95%  of  the  adjusted  average  per  capita 
cost  (AAPCC)  for  medicare  enroUees  in  the  HMO's  area. 

House  bill 

Under  the  House  bill,  the  proposal  would  permit,  at  its  election, 
an  HMO  or  a  CMP  that  receives  medicare  payments  on  a  risk  basis 
to  choose  to  have  the  Secretary  directly  pay  hospitals  for  inpatient 
hospital  services  furnished  to  medicare  enrollees  of  the  HMO  or 
CMP.  The  payment  amount  would  be  at  the  DRG  rate  (or  on  the 
basis  of  reasonable  cost,  as  applicable)  and  would  be  deducted  from 
medicare  payments  to  the  HMO  or  CMP. 

Senate  amendment 

Similar  provision. 

Conference  agreement 

The  conference  agreement  follows  the  provision  in  the  House  bill 
with  a  technical  amendment. 
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14.  State  Cost  Control  Systems 
a.  authority  under  pre-tefra  legislation 

Present  law 

Under  present  law,  the  Secretary  has  authority  to  establish 
medicare  demonstration  projects.  There  are  currently  four  State- 
wide medicare  demonstrations  (MD,  NJ,  NY,  and  MA)  and  one 
area-wide  (Rochester,  NY)  demonstration. 

House  bill 

Under  the  House  bill,  the  Secretary  would  be  expressly  author- 
ized to  continue  to  develop,  carry  out,  or  maintain  medicare  experi- 
ments and  demonstration  projects. 

Senate  amendment 
Same  as  the  House  bill. 

B.  AUTHORITY  FOR  STATE  PROGRAMS 

Present  law 

Present  law  authorizes  the  Secretary,  at  the  request  of  a  State, 
to  pay  for  medicare  services  according  to  the  State's  hospital  cost 
control  system  if  such  system — 

(1)  applies  to  substantially  all  non-acute  care  hospitals  in  the 
State; 

(2)  applies  to  at  least  75%  of  all  inpatient  revenues  or  expenses 
in  the  State; 

(3)  provides  assurances  that  payors,  hospital  employees  and  pa- 
tients are  treated  equitably;  and 

(4)  provides  assurances  that  the  State's  system  will  not  result  in 
greater  medicare  expenditures  over  a  three-year  period  than  would 
otherwise  have  been  made.  (To  date,  no  State  systems  have  been 
approved  under  this  authority). 

House  bill 

Under  the  House  bill,  the  Secretary  would  be  prohibited  from  (1) 
den5dng  a  State  application  on  the  ground  that  the  State's  system 
is  based  on  a  pajnnent  methodology  other  than  DRGs,  or  (2)  requir- 
ing that  medicare  expenditures  under  the  State's  system  be  less 
than  the  expenditures  which  would  have  been  made  under  the  Fed- 
eral prospective  payment  system.  It  includes  the  4  requirements  in 
TEFRA  for  approval  of  a  State  system  and  adds  a  fifth  require- 
ment: if  the  Secretary  determines  that  the  State  system  will  not 
preclude  an  HMO  or  CMP  from  negotiating  directly  with  hospitals 
with  respect  to  payment  for  inpatient  hospital  services. 

Senate  amendment 

The  Senate  amendment  contains  the  same  provision,  except  adds 
a  sixth  requirement  that  States  must  provide  for  a  prohibition  on 
payments  under  part  B  for  nonphysician  services  provided  to  inpa- 
tients. 
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Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with  a 
modification  under  which  the  Secretary  would  be  required  to  issue 
regulations  setting  forth  the  conditions  under  which  States  could 
waive  restrictions  under  State  systems  relating  to  pajmients  for 
certain  non-physician  services  provided  to  hospital  inpatients. 

C.  CONTINUATION  OF  CURRENT  STATE  PROGRAMS 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  for  those  States  which  currently  have  a 
medicare  waiver  the  Secretary  would  be  required  to  continue  the 
State  program  if,  and  for  so  long  as,  the  conditions  described  above 
are  met. 

Senate  amendment 
Same  as  the  House  bill. 

D.  REQUIRED  STATE  PROGRAMS 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  the  Secretary  would  be  required  to  ap- 
prove any  State  program  which  meets  the  following  6  requirements 
in  addition  to  the  conditions  indicated  above,  that  the  system:  (1)  is 
operated  directly  by  the  State  or  an  entity  designated  by  State  law; 
(2)  is  prospective;  (3)  provides  for  hospitals  to  make  such  reports  as 
the  Secretary  requires;  (4)  provides  satisfactory  assurances  that  it 
will  not  result  in  admissions  practices  which  will  reduce  treatment 
to  low  income,  high  cost,  or  emergency  patients;  (5)  will  not  reduce 
payments  without  60  days  notice  to  the  Secretary  and  to  hospitals; 
and  (6)  provides  satisfactory  assurances  that,  in  the  development  of 
its  program,  the  State  has  consulted  with  local  officials  concerning 
the  impact  of  the  program  on  publicly  owned  hospitals. 

The  Secretary  would  be  required  to  respond  to  requests  from 
States  applying  under  these  11  conditions  within  60  days  of  the 
date  the  request  is  submitted. 

Senate  amendment 

Same  as  the  House  bill. 

E.  MODIFICATION  OF  EXISTING  CONTRACTS 

Present  law 

Under  current  demonstration  project  agreements  between  the 
Secretary  and  the  States  of  New  York  and  Massachusetts,  the 
States  are  required  to  maintain  a  rate  of  increase  in  medicare  hos- 
pital costs  which  is  1.5  percent  below  the  national  rate  of  increase 
in  such  costs. 
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House  bill 

Under  the  House  bill,  the  Secretary  would  be  required,  upon  re- 
quest of  a  State,  to  modify  the  terms  of  an  existing  demonstration 
agreement  (entered  into  after  August  1982  and  in  effect  as  of 
March  1,  1983 — New  York  and  Massachusetts)  so  that  the  demon- 
stration project  is  not  required  to  maintain  the  rate  of  increase  in 
medicare  hospital  costs  in  that  State  below  the  national  rate  of  in- 
crease in  such  costs. 

Senate  amendment 

The  Senate  amendment  contains  a  similar  provision,  except  pro- 
vides that  such  demonstration  agreements  be  modified  so  that  the 
percentage  by  which  such  project  is  required  to  maintain  a  rate  of 
increase  in  such  costs  in  that  State  below  the  national  rate  of  in- 
crease be  decreased  by  one-half  of  one  percentage  point  for  the  con- 
tract year,  beginning  in  1983,  by  an  additional  one-half  of  1  per- 
centage point  for  the  contract  year  beginning  in  1984,  and  by  an 
additional  one-quarter  of  1  percentage  point  for  the  contract  year 
beginning  in  1985. 

Conference  agreement 

The  conference  agreement  follows  the  House  bill  with  a  modifica- 
tion permitting  either  the  State  or  the  party  to  the  agreement  to 
request  a  modification  of  the  contract. 

F.  JUDGING  THE  EFFECTIVENESS  OF  STATE  SYSTEMS 

Present  law 

No  provision. 
House  bill 

No  provision. 
Senate  amendment 

Under  the  Senate  amendment,  during  the  3  cost  reporting  peri- 
ods beginning  on  or  after  October  1,  1983,  for  existing  State  sys- 
tems, the  Secretary  must  judge  their  effectiveness  on  the  basis  of 
their  rate  of  increase  or  inflation  in  medicare  inpatient  hospital 
payments  compared  to  the  national  rate  of  increase  or  inflation  for 
such  payments.  The  State  would  retain  the  option  to  have  the  test 
applied  on  the  basis  of  either  aggregate  payments  per  inpatient  ad- 
mission or  discharge.  After  the  transition  period,  this  test  would  no 
longer  apply,  and  such  State  systems  would  be  treated  in  the  same 
fashion  as  other  waivered  systems. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

G.  REDUCTION  IN  PAYMENTS  TO  HOSPITALS  WHICH  EXCEED 
EXPENDITURE  LIMITS 

Present  law 
No  provision. 
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House  hill 

No  provision. 

Senate  amendment 

Under  the  Senate  amendment,  if  the  Secretary  determines  that 
the  amounts  paid  over  a  three-year  period  under  a  State  system 
exceed  what  medicare  would  have  otherwise  paid  over  the  same 
three-year  period,  the  Secretary  may  reduce  subsequent  payments 
to  hospitals  under  the  State  system  by  that  amount. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment.  The 
managers  expect  that  the  Secretary  will  provide  a  State,  at  least 
annually,  with  such  information  as  is  needed  to  keep  the  hospitals 
in  a  State  fully  informed,  on  an  estimated  or  other  basis,  of  the 
projected  potential  liabilities  that  could  result  if  medicare  expendi- 
tures in  the  State  exceed  the  medicare  expenditures  which  would 
have  been  made  in  the  absence  of  the  State  system. 

15.  Administrative  and  Judicial  Review 

a.  limitation 

Present  law 

Under  present  law,  a  provider  may  request  administrative 
review  of  a  final  decision  of  a  fiscal  intermediary  by  the  Provider 
Reimbursement  Review  Board  (PRRB).  A  provider  may  appeal  the 
PRRB  decision  to  Federal  court  or,  where  it  involves  a  question  of 
law  or  regulation  which  the  PRRB  does  not  have  the  authority  to 
review,  the  provider  may  appeal  directly  to  Federal  court. 

House  hill 

Under  the  House  bill,  permits  administrative  and  judicial  review 
in  all  cases  except  the  narrow  items  necessary  to  maintain  budget 
neutrality:  (1)  the  level  of  the  payment  amount,  and  (2)  the  estab- 
lishment of  the  DRG  classifications. 

Senate  amendment 

Same  as  the  House  bill. 

B.  VENUE 

Present  law 

Under  present  law,  an  individual  provider  may  bring  suit  in  the 
judicial  district  in  which  it  is  located  or  the  District  of  Columbia. 
Groups  may  bring  suit  only  in  the  District  of  Columbia. 

House  hill 

No  provision. 

Senate  amendment 

The  Senate  amendment  permits  action  to  be  brought  jointly  by 
several  providers  in  a  judicial  district  in  which  the  greatest 
number  of  such  providers  is  located.  Any  appeals  to  the  PRRB  for 
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action  for  judicial  review  brought  by  providers  which  are  under 
common  ownership  or  control  would  have  to  be  brought  by  provid- 
ers as  a  group  with  respect  to  any  matter  involving  an  issue 
common  to  such  providers. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

16.  Studies,  Reports,  and  Demonstrations 

Present  law 

No  provision. 
House  bill 

Under  the  House  bill,  the  Secretary  is  required  to  study  and 
report  to  Congress  on  various  topics. 

Senate  amendment 

Under  the  Senate  amendment,  the  Secretary  is  also  required  to 
study  and  report  to  Congress  on  various  topics. 

Conference  agreement 

The  conference  agreement  requires  the  Secretary  to  study  and 
report  to  Congress  on  the  following: 

a.  Capital-related  costs — the  method  by  which  capital-related 
costs,  such  as  return  on  net  equity,  associated  with  inpatient  hospi- 
tal services  can  be  included  in  the  prospective  payment  system;  due 
within  18  months  after  enactment. 

b.  Skilled  nursing  facilities  (SNFs) — 

1.  The  impact  of  hospital  prospective  payment  systems  on  skilled 
nursing  facilities  and  recommendations  concerning  SNFs;  due  at 
the  end  of  1983. 

2.  Requires  the  Secretary  to  conduct  demonstrations  with  hospi- 
tals in  areas  with  critical  shortages  of  SNFs  to  study  the  feasibility 
of  providing  alternative  systems  of  care  or  methods  of  payment. 

3.  The  effect  that  the  implementation  of  section  102  of  TEFRA 
would  have  on  hospital-based  SNFs,  given  the  differences  (if  any)  in 
the  patient  populations  served  by  such  facilities  and  by  community- 
based  SNFs;  due  prior  to  December  31,  1983. 

c.  Impact  of  the  prospective  payment  methodology — the  impact  of 
the  prospective  payment  methodology  during  the  previous  year  on 
classes  of  hospitals,  beneficiaries,  other  payors  for  inpatient  hospi- 
tal services,  other  providers,  and  the  impact  of  computing  averages 
by  census  division,  rather  than  national  averages;  must  include  the 
Secretary's  recommendations  for  changes  in  legislation,  as  appro- 
priate; due  annually  at  the  end  of  each  year  for  1984  through  1987. 

d.  Physician's  services  to  hospital  inpatients — during  fiscal  year 
1984,  requires  the  Secretary  to  begin  the  collection  of  data  necessary 
to  compute,  by  DRGs,  the  amount  of  physician  charges  for  services 
furnished  to  hospital  inpatients  classified  in  those  DRGs;  requires 
the  Secretary  to  include,  in  a  report  to  Congress  in  1985,  recom- 
mendations on  the  advisability  and  feasibility  of  providing  for  the 
determination  of  payments  based  on  a  DRG-type  classification  for 
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physician's  services  furnished  to  hospital  inpatients  and  legislative 
recommendations. 

e.  Urban/rural  rates — the  feasibility  and  impact  of  eliminating 
or  phasing  out  separate  urban  and  rural  DRG  prospective  payment 
rates;  due  at  the  end  of  1985  as  part  of  the  1985  annual  report. 

f.  Prospective  payments  for  hospitals  not  included  in  the 
system — whether,  and  the  method  under  which,  hospitals  not  paid 
under  the  prospective  system  can  be  paid  on  a  prospective  basis  for 
inpatient  services;  due  at  the  end  of  1985  as  part  of  the  1985 
annual  report. 

g.  Payments  for  outliers/intensity — the  appropriateness  of  the 
factors  used  to  compensate  hospitals  for  the  additional  expenses  of 
outlier  cases;  application  of  severity  of  illness,  intensity  of  care,  or 
other  modifications  to  DRG's,  and  the  advisability  and  feasibility 
for  providing  for  such  modifications;  due  by  the  end  of  1985  as  part 
of  the  1985  annual  report. 

h.  Payments  for  all  payers — the  feasibility  and  desirability  of  ap- 
plying a  prospective  payment  methodology  to  paynient  by  all 
payers  for  inpatient  hospital  services,  including  consideration  of 
the  extent  of  cost-shifting  to  non-Federal  payers,  and  the  impact  of 
such  cost-shifting  on  health  insurance  costs  and  premiums  borne 
by  employers  and  employees;  due  by  January  1,  1985. 

i.  Impact  on  admissions — the  impact  of  the  prospective  payment 
methodology  on  hospital  admissions  and  the  feasibility  of  making  a 
volume  adjustment  in  the  DRG  rates  or  requiring  preadmission 
certification  in  order  to  minimize  the  incentive  to  increase  admis- 
sions; due  by  the  end  of  1985  as  part  of  the  1985  annual  report. 

j.  Impact  of  State  systems — the  overall  impact  of  State  hospital 
payment  systems,  approved  under  either  section  1886(c)  or  other 
provisions  of  the  Social  Security  Act,  on  the  medicare  and  medicaid 
programs,  on  payments  and  premiums  under  private  health  insur- 
ance plans,  and  on  tax  expenditures;  due  at  the  end  of  1986  as  part 
of  the  1986  annual  report. 

k.  Sole  community  hospitals,  information  transfer  between  parts 
A  and  B,  uncompensated  care,  and  making  hospital  cost  informa- 
tion available — requires  the  Secretary  to  study  and  make  legisla- 
tive recommendations  to  Congress  on  an  equitable  method  of  reim- 
bursing sole  community  hospitals,  taking  into  account  their  unique 
vulnerability  to  substantial  variations  in  occupancy;  requires  the 
Secretary  to  examine  ways  to  coordinate  an  information  transfer 
between  parts  A  and  B  of  medicare,  particularly  where  a  denial  of 
coverage  is  made  in  the  reimbursement  to  the  admitting 
physician(s);  the  Secretary  also  reports  on  the  appropriate  treat- 
ment of  uncompensated  care  costs  and  adjustments  that  might  be 
appropriate  for  large  teaching  hospitals;  the  Secretary  also  reports 
on  the  advisability  of  having  hospitals  make  available  information 
on  the  costs  of  care  to  patients  financed  by  both  public  programs 
and  private  payors;  due  prior  to  April  1,  1985. 

1.  The  territories,  including  Puerto  Rico — requires  the  Secretary 
to  study  and  make  recommendations  to  Congress  on  the  method  for 
including  hospitals  located  outside  of  the  50  States  and  the  District 
of  Columbia  under  a  prospective  payment  system;  due  before  April 
1,  1984. 
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17.  Delay  of  Single  Reimbursement  Limit  for  Skilled  Nursing 

Facilities  (SNFs) 

Present  law 

Under  present  law,  the  Secretary  is  required  to  establish  a  single 
reimbursement  limit  for  both  hospital-based  and  free-standing 
SNFs  to  be  effective  for  cost  reporting  periods  beginning  on  or  after 
October  1,  1982. 

House  bill 

No  provision. 

Senate  amendment 

The  Senate  amendment  delays  the  effective  date  for  the  single 
reimbursement  limit  for  SNFs  from  cost  reporting  periods  begin- 
ning on  or  after  October  1,  1982,  to  cost  reporting  periods  begin- 
ning on  or  after  October  1,  1983. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

18.  On  Lok  Demonstration 

Present  Law 

No  provision. 
House  bill 

No  provision. 
Senate  amendment 

Under  the  Senate  amendment,  the  Secretary  would  be  required 
to  approve,  with  appropriate  terms  and  conditions  as  defined  by 
the  Secretary,  within  30  days  of  enactment:  (1)  the  risk-sharing  ap- 
plication of  On  Lok  Senior  Health  Services  (dated  July  2,  1982)  for 
waivers  of  certain  medicare  requirements  over  a  period  of  36 
months  in  order  to  carry  out  a  long-term  demonstration  project, 
and  (b)  the  application  of  the  California  Department  of  Health 
Services  (dated  November  1,  1982)  for  the  waiver  of  certain  medic- 
aid requirements  over  a  period  of  36  months  in  order  to  carry  out  a 
demonstration  project  for  capitated  reimbursement  for  comprehen- 
sive long-term  care  services  involving  On  Lok  Senior  Health  Serv- 
ices. 

Conference  agreement 
The  conference  agreement  follows  the  Senate  amendment. 

19.  Appointment,  Membership  and  Activities  of  the  Expert 

Commission 

a.  appointment 

Present  law 
No  provision. 
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House  bill 

No  similar  provision. 
Senate  amendment 

Under  the  Senate  amendment,  the  Secretary  is  required  to  pro- 
vide for  the  appointment  of  a  commission  of  15  independent  ex- 
perts, selected  and  appointed  by  the  Director  of  the  Office  of  Tech- 
nology Assessment  (OTA).  Commission  members  must  be  appointed 
no  later  than  April  1,  1984,  for  a  3-year  term,  except  that  the  OTA 
Director  may  provide  initially  for  shorter  terms  to  insure  that  the 
terms  of  no  more  than  7  members  will  expire  in  one  year.  Commis- 
sion members  would  be  eligible  for  reappointment  for  no  more 
than  2  consecutive  terms. 

The  commission's  membership  must  provide  expertise  and  expe- 
rience in  the  provision  and  financing  of  health  care  including,  but 
not  limited  to,  physicians  and  registered  professional  nurses,  em- 
ployers, third-party  payors,  and  individuals  skilled  in  biomedical, 
health  services,  health  economics  research,  and  individuals  having 
expertise  in  the  research  and  development  of  technological  and  sci- 
entific advances  in  health  care.  The  OTA  Director  must  seek  nomi- 
nations from  a  wide  range  of  groups  including,  but  not  limited  to, 
(a)  national  organizations  representing  physicians,  including  medi- 
cal specialty  organizations  and  registered  professional  nurses  and 
other  skilled  health  professionals;  (b)  national  organizations  repre- 
senting hospitals,  including  teaching  hospitals;  and  (c)  national  or- 
ganizations representing  the  business  community,  health  benefits 
programs,  labor,  the  elderly  and  national  organizations  represent- 
ing manufacturers  of  health  care  products. 

The  commission  may  employ  such  personnel  (not  to  exceed  50)  as 
may  be  necessary  to  carry  out  its  duties.  Subject  to  approval  by  the 
OTA  Director,  the  commission  must  appoint  one  of  its  staff  mem- 
bers as  Executive  Director.  The  commission  is  authorized  to  seek 
assistance  and  support  from  appropriate  Federal  departments  and 
agencies  as  required.  Establishes  compensation  rates  for  members 
of  the  commission,  the  Executive  Director,  and  staff. 

The  Commission  is  authorized  to  enter  into  contracts;  make  ad- 
vance, progress,  and  other  payments;  accept  services  of  voluntary 
and  uncompensated  personnel;  acquire,  hold,  and  dispose  of  real 
and  personal  property;  and  prescribe  rules  and  regulations. 

The  commission  is  required  to  have  access  to  relevant  informa- 
tion and  data  available  from  Federal  agencies  and  to  maintain  con- 
fidentiality of  all  confidential  information.  Establishes  a  Federal 
Liaison  Committee,  consisting  of  delegates  from  appropriate  Feder- 
al agencies,  to  arrange  for  the  acquisition  of  information,  coordi- 
nate its  activities  with  those  of  Federal  agencies,  and  advise  the 
commission  on  the  activities  of  Federal  agencies.  The  Administra- 
tor of  HCFA  would  be  chairman  of  the  committee,  and  the  commit- 
tee would  meet  not  less  than  6  times  a  year. 

OTA  must  report  to  Congress  on  the  functioning  and  progress  of 
the  commission  and  the  status  of  assessment  of  medical  procedures 
and  services  by  the  commission.  Such  reports  must  be  annual  for 
the  first  3  years  and  biannual  thereafter,  by  March  15  of  each  year. 
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There  are  authorized  to  be  appropriated  such  sums  as  may  be 
necessary  to  carry  out  the  activities  of  the  commission  and  the 
committee,  85%  payable  from  the  HI  Trust  Fund  and  15%  from 
the  SMI  Trust  Fund. 

In  order  to  identify  medically  appropriate  patterns  of  health  re- 
sources use,  the  commission  of  independent  experts  would  be  re- 
quired to  collect  and  assess  information,  medical  and  surgical  pro- 
cedures and  services,  including  information  on  regional  variations 
of  medical  practice  and  lengths  of  hospitalization  and  on  other  pa- 
tient care  data,  giving  special  attention  to  treatment  patterns  for 
conditions  appearing  to  involve  excessively  costly  or  inappropriate 
services  not  adding  to  the  quality  of  care  provided.  Requires  the 
commission,  in  coordination  to  the  extent  possible  with  the  Secre- 
tary, in  order  to  assess  the  safety,  efficacy,  and  cost-effectiveness  of 
new  and  existing  medical  and  surgical  procedures,  to  collect  and 
assess  factual  information,  giving  special  attention  to  the  needs  of 
updating  existing  DRGs,  establishing  new  DRGs,  and  making  rec- 
ommendations on  relative  DRG  weights  to  reflect  appropriate  dif- 
ferences in  resource  consumption  in  delivering  safe,  efficatious,  and 
cost-effective  care.  In  collecting  and  assessing  information,  the  com- 
mission must  (1)  use  existing  data  where  possible,  collected  and  as- 
sessed either  by  its  own  staff  or  under  other  arrangements,  and  (2) 
carry  out,  or  award  grants  or  contracts  for,  original  research  where 
existing  information  is  inadequate  for  the  development  of  useful 
and  valid  guidelines  by  the  commission. 

With  the  concurrence  of  the  Secretary,  payment  is  permitted 
under  part  A  or  part  B  of  medicare  for  expenses  incurred  for  clini- 
cal care  items  and  services  with  respect  to  research  and  demonstra- 
tion conducted  by  the  Secretary  or  the  commission. 

Conference  agreement 

The  conference  agreement  follows  the  Senate  amendment  with 
numerous  modifications  designed  to  provide  greater  flexibility  in 
the  operation  of  the  Commission,  to  reduce  its  maximum  staffing 
from  50  to  25  individuals,  and  to  provide  for  OTA  oversight  of  the 
Commission's  administrative  activities. 

Dan  Rostenkowski, 
J.  J.  Pickle, 
Andrew  Jacobs,  Jr., 
Harold  Ford, 
James  M.  Shannon, 
Barber  B.  Con  able,  Jr., 
Managers  on  the  Part  of  the  House. 

Bob  Dole, 
John  Danforth, 
John  H.  Chafee, 
John  Heinz, 
Lloyd  Bentsen, 
Daniel  P.  Moynihan, 
Managers  on  the  Part  of  the  Senate. 
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Adjustment  of  Contribution  230(c)  225(a)(4)  425 
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(conforming  amendment) 
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Public  Law  98-76 
98th  Congress 


An  Act 


To  amend  ihe  Railroad  Retirement  Act  of  1974  and  the  Railroad  Retirement  Tax  Act 
to  assure  sufficient  resources  to  pay  current  and  future  benefits  under  the  Railroad 
Retirement  Act  of  1974,  to  make  technical  changes,  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  may 
be  cited  as  the  "Railroad  Retirement  Solvency  Act  of  1983". 

TITLE  I— BENEFIT  ADJUSTMENTS 


Aug.  12,  1983 
[H.R.  1646] 


Railroad 
Retirement 
Solvency  Act  of 
1983. 

45  use  231t 
note. 

45  use  231b. 


Sec.  101.  (a)  Section  3(a)  of  the  Railroad  Retirement  Act  of  1974  is 
amended — 

(1)  by  amending  subdivision  (2)  to  read  as  follows: 

"(2)  For  purposes  of  this  subsection,  individuals  entitled  to  an 
annuity  under  paragraph  (iv)  or  (v)  of  section  2(aXl)  of  this  Act  shall   45  USe  23la. 
be  deemed  to  be  entitled  to  a  disability  insurance  benefit  under 
section  223  of  the  Social  Security  Act.";  and  42  use  423. 

(2)  by  adding  at  the  end  thereof  the  following  new  subdivision: 
''(3)  In  lieu  of  an  annuity  amount  provided  under  subdivision  (1), 

the  annuity  of  an  individual  entitled  to  an  annuity  under  paragraph 
(ii)  of  section  2(a)(1)  of  this  Act  which  begins  to  accrue  before  the 
individual  attains  age  62  shall  be  in  an  amount  equal  to — 

'*(i)  for  each  month  prior  to  the  first  month  throughout  which 
the  individual  is  age  62,  the  amount  (after  any  reduction  on 
account  of  age  but  before  any  deductions  on  account  of  work)  of 
the  old-age  insurance  benefit  to  which  such  individual  would 
have  been  entitled  under  the  Social  Security  Act  as  of  the  date  42  use  1305. 
on  which  such  individual's  annuity  begins  to  accrue  if  such 
individual  had  attained  age  62  on  the  first  day  of  the  month  in 
which  his  or  her  annuity  begins  to  accrue  and  if  all  of  such 
individual's  service  as  an  employee  after  December  31,  1936, 
had  been  included  in  the  term  'employment'  as  defined  in  that 
Act,  using  for  purposes  of  this  computation  the  number  of 
benefit  computation  years  applicable  to  a  person  born  in  the 
year  in  which  such  individual  was  born;  and  ". 

''(ii)  for  months  beginning  with  the  first  month  throughout 
which  the  individual  is  age  62,  the  amount  (after  any  reduction 
on  account  of  age  but  before  any  deductions  on  account  of  work) 
of  the  old-age  insurance  benefit  to  which  such  individual  would 
have  been  entitled  under  the  Social  Security  Act  if  all  of  such 
individual's  service  as  an  employee  after  December  31,  1936, 
had  been  included  in  the  term  'employment'  as  defined  in  that 
Act.". 

(b)  Section  4(a)  of  the  Railroad  Retirement  Act  of  1974  is  45  use  23lc. 
amended— 

(1)  by  striking  out  "spouses"  in  subdivision  (2)  and  inserting  in 
lieu  thereof  "if  an  individual  is  entitled  to  an  annuity  under 
paragraph  (ii)  of  section  2(a)(1)  of  this  Act  which  did  not  begin  to   45  use  23ia. 
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received  compensation  of  less  than  one-twelfth  of  the  current  maxi- 
mum annual  taxable  'wages'  as  defined  in  section  3121  of  the 
Internal  Revenue  Code  of  1954  in  one  or  more  months  of  the  26  use  3121 
calendar  year,  the  total  compensation  paid  such  employee  in  the 
calendar  year  (without  regard  to  the  limitation  on  the  amount  of 
compensation  provided  in  the  preceding  sentence)  shall  be  deemed 
to  have  been  paid  in  equal  proportions  with  respect  to  all  months  in 
the  year  in  which  the  employee  will  have  been  in  the  service  of  one 
or  more  employers  for  compensation  or  will  have  performed  service 
for  compensation  as  an  employee  representative,  but  this  sentence 
shall  not  operate  to  increase  the  employee's  compensation  for  any 
month  above  an  amount  equal  to  one-twelfth  of  the  current  maxi- 
mum annual  taxable  'wages'  as  defined  in  section  3121  of  the 
Internal  Revenue  Code  of  1954.". 

(c)  The  amendments  made  by  this  section  shall  become  effective 
on  January  1, 1985. 


Effective  date. 
45  use  231b 
note. 


TITLE  II— REVENUE  PROVISIONS 


SEC.  201.  SHORT  TITLE. 


Railroad 
Retirement 
Revenue  Act  of 

1983. 


This  title  may  be  cited  as  the  "Railroad  Retirement  Revenue  Act  26  use  i  note, 
of  1983". 

Subtitle  A — Railroad  Retirement  Taxes 

PART  I— INCREASE  IN  TIER  2  TAXES  FOR 
PERIOD  BEGINNING  JANUARY  1,  1984,  AND 
ENDING  DECEMBER  31,  1984 


SEC.  211.  INCREASE  IN  TIER  2  TAXES. 

(a)  Employee  Tax.— Subsection  (a)  of  section  3201  of  the  Internal 
Revenue  Code  of  1954  (relating  to  tax  on  employees)  is  amended  by  Post,  p.  420. 
striking  out  "2.0  percent"  and  inserting  in  lieu  thereof  "2.75 
percent". 

(b)  Employer  Tax.— Subsection  (a)  of  section  3221  of  such  Code  Post,  p.  420. 
(relating  to  tax  on  employers)  is  amended  by  striking  out  "11.75 
percent"  and  inserting  in  lieu  thereof  "12.75  percent". 

(c)  Employee  Representative  Tax.— Subsection  (a)  of  section  3211 

of  such  Code  (relating  to  tax  on  employee  representatives)  is  Post,  p.  421. 
amended  by  striking  out  "11.75  percent"  and  inserting  in  lieu 
thereof  "12.75  percent". 

(d)  Technical  Amendment. — The  last  sentence  of  section  230(c)  of 

the  Social  Security  Act  is  amended  by  striking  out  "11.75  percent"  42  use  430. 
and  inserting  in  lieu  thereof  "12.75  percent". 


SEC.  212.  EFFECTIVE  DATE. 

The  amendments  made  by  this  part  shall  apply  to  compensation 
paid  for  services  rendered  after  December  31,  1983,  and  before 
January  1, 1985. 


26  use  3201 
note. 
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the  succeeding  paragraphs  of  this  subsection)'  each 
place  it  appears,  and 

*'(iii)  the  terms  'employer',  'services',  and  'compensa- 
tion' shall  have  the  meanings  given  such  terms  by  this 
section." 

(2)  Subsection  (a)  of  section  3202  of  such  Code  is  amended  by    26  USC  3202. 
striking  out  the  second  sentence. 

(3)  Paragraph  (1)  of  section  3231(e)  of  such  Code  is  amended  by    26  USC  3231. 
striking  out  the  fourth  and  fifth  sentences. 

(4)  The  last  sentence  of  section  230(c)  of  the  Social  Security 

Act  is  hereby  repealed.  42  use  430. 

(b)  Concurrent  Employment  by  2  or  More  Employers. — Section 

3231  of  such  Code  is  amended  by  adding  at  the  end  thereof  the    26  USC  3231. 
following  new  subsection: 

"(i)  Concurrent  Employment  by  2  or  More  Employers.— For 
purposes  of  this  chapter,  if  2  or  more  related  corporations  which  are 
employers  concurrently  employ  the  same  individual  and  compensate 
such  individual  through  a  common  paymaster  which  is  1  of  such 
corporations,  each  such  corporation  shall  be  considered  to  have  paid 
as  remuneration  to  such  individual  only  the  amounts  actually  dis- 
bursed by  it  to  such  individual  and  shall  not  be  considered  to  have 
paid  as  remuneration  to  such  individual  amounts  actually  disbursed 
to  such  individual  by  another  of  such  corporations." 

(c)  Other  Technical  Amendments. — 

(1)  The  following  provisions  of  the  Internal  Revenue  Code  of 
1954  are  each  amended  by  striking  out  "tax  imposed  by  section 

3201"  and  inserting  in  lieu  thereof  "taxes  imposed  by  section    Ante,  p.  420. 
3201": 

(A)  Section  3202(a),  Supra. 

(B)  Paragraphs  (2)  and  (4)  of  section  3202(c),  and 

(C)  Paragraph  (3)  of  section  3231(e).  26  use  3231. 

(2)  Subsection  (a)  of  section  3202  of  such  Code  is  amended  by  Supra. 
striking  out  "the  amount  of  the  tax"  in  the  first  sentence  and 
inserting  in  lieu  thereof  "the  amount  of  the  taxes",  and  by 
striking  out  "such  tax"  in  the  last  sentence  and  inserting  in  lieu 
thereof  "such  taxes". 

(3)  Paragraph  (2)  of  section  3202(c)  of  such  Code  is  amended  by 
striking  out  "the  tax  under  paragraph  (1)"  and  inserting  in  lieu 
thereof  "the  taxes  under  paragraph  (1)". 

(4)  Paragraph  (4)  of  section  3202(c)  of  such  Code  is  amended  by 
striking  out  "such  tax"  and  inserting  in  lieu  thereof  "such 
taxes". 

(5)  Paragraphs  (2)  and  (4)  of  section  3202(c)  of  such  Code  are 
each  amended  by  striking  out  "exceeds"  and  inserting  in  lieu 
thereof  "exceed". 

(6)  Paragraph  (3)  of  section  3231(e)  of  such  Code  is  amended  by    26  USC  3231. 
striking  out  "such  tax"  and  inserting  in  lieu  thereof  "such 

taxes". 

(7)  Subparagraph  (A)  of  section  3231(e)(4)  of  such  Code  is 
amended  by  striking  out  "3201(b)  and  3221(b)  (and  so  much  of 
section  3211(a)  as  relates  to  the  rates  of  the  taxes  imposed  by 
sections  3101  and  3111)"  and  inserting  in  lieu  thereof  "3201(a), 
3211(a)(1),  and  3221(a)". 

(8)  Subsection  (h)  of  section  3231  of  such  Code  is  amended— 
(A)  by  striking  out  "tax  imposed  under  section  3201"  and 

inserting  in  lieu  thereof  "taxes  imposed  by  section  3201", 
and 
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(4)  waiting  period  for  unemployment  benefits  and  qualifying 
requirements,  and 

(5)  alternatives  to  the  railroad  unemplojnnent  insurance 
system  such  as  covering  railroad  employees  under  the  Federal- 
State  unemployment  compensation  system. 

Report  to  (d)  Not  later  than  April  1,  1984,  the  Committee  shall  submit  a 

Congress.  report  to  the  Congress  containing  recommendations — 

(1)  with  respect  to  the  review  conducted  under  subsection  (c), 
and 

(2)  with  respect  to  the  repayment  of  funds  which  the  railroad 
unemplo5niient  insurance  system  has  borrowed  from  the  Rail- 
road Retirement  Account. 

Any  recommendation  submitted  under  paragraph  (2)  shall  contain 
adjustments  in  contributions  and  benefits  which  will  enable  the 
railroad  unemplojnnent  compensation  system  to  repay  all  loans 
from  the  Railroad  Retirement  Account  before  December  31,  2000. 

(e)  The  Railroad  Retirement  Board  (and  any  other  department, 
agency,  or  instrumentality  of  the  Federal  Government)  is  authorized 
to  cooperate  with,  and  assist,  the  Committee  (at  its  request)  in 
carrying  out  its  duties  by  furnishing  services,  information,  data,  or 
other  material  which  the  Committee  determines  will  be  helpful  in 
carrying  out  its  duties. 

Approved  August  12,  1983. 
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March  9,  1983. — Ordered  to  be  printed 


Mr.  DiNGELL,  from  the  Committee  on  Energy  and  Commerce, 
submitted  the  following 

REPORT 

together  with 

MINORITY,  ADDITIONAL  AND  SEPARATE  VIEWS 

[To  accompany  H.R.  1646  which  on  February  24,  1983,  was  referred  jointly  to  the 
Committee  on  Energy  and  Commerce  and  the  Committee  on  Ways  and  Means] 

[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Energy  and  Commerce,  to  whom  was  referred 
the  bill  (H.R.  1646)  to  amend  the  Railroad  Retirement  Act  of  1974 
and  the  Railroad  Retirement  Tax  Act  to  assure  sufficient  resources 
to  pay  current  and  future  benefits  under  the  Railroad  Retirement 
Act  of  1974,  to  make  technical  changes,  and  for  other  purposes, 
having  considered  the  same,  report  favorably  thereon  with  an 
amendment  and  recommend  that  the  bill  as  amended  do  pass. 

The  amendment  strikes  out  all  after  the  enacting  clause  of  the 
bill  and  inserts  a  new  text  as  follows: 

That  this  Act  may  be  cited  as  the  "Railroad  Retirement  Solvency  Act  of  1983". 

TITLE  I— BENEFIT  ADJUSTMENTS 

Sec.  101.  (a)  Section  3(a)  of  the  Railroad  Retirement  Act  of  1974  is  amended— 

(1)  by  amending  subdivision  (2)  to  read  as  follows: 

"(2)  For  purposes  of  this  subsection,  individuals  entitled  to  an  annuity  under  para- 
graph (iv)  or  (v)  of  section  2(a)(1)  of  this  Act  shall  be  deemed  to  be  entitled  to  a  dis- 
ability insurance  benefit  under  section  223  of  the  Social  Security  Act.";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  subdivision: 

"(3)  In  lieu  of  an  annuity  amount  provided  under  subdivision  (1),  the  annuity  of 
an  individual  entitled  to  an  annuity  under  paragraph  (ii)  of  section  2(a)(1)  of  this 
Act  which  begins  to  accrue  before  the  individual  attains  age  62  shall  be  in  an 
amount  equal  to — 

"(i)  for  each  month  prior  to  the  first  month  throughout  which  the  individual 
is  age  62,  a  monthly  rate  of  $550  in  the  case  of  an  individual  whose  annuity 
begins  to  accrue  before  January  1,  1984,  or,  in  the  case  of  an  individual  whose 


No  material  relating  to  the  Social  Security  Act  in  this  Report, 
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REPORT 
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COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 

ON 

H.R.  1646 
together  with 
SUPPLEMENTAL  VIEWS 


July  1,  1983.— Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


U.S.  GOVERNMENT  PRINTING  OFFICE 
WASHINGTON  I  1983 


No  material  relating  to  the  Social  Security  Act  in  this  Report. 


Finder's  Aid 

P.L.  98-90  (97  Stat.  606)  Approved  August  29,  1983 
Hospice  Cap  Amount 


S.S.  Act  P.L.  97  H.  Rep. 

Subject  Section                       Section                    Stat.  98-333 

Medicare  -  Hospice  Care  -  1814(i)(2)(A)             1(1)                         606  Entire 

Standard  for  Determining  ■  Report 
"Cap  Amount" 

Medicare  -  Hospice  Care  -  18U(i)(2)(B)             1(2)                         606  Entire 

Standard  for  Determining  Report 
"Cap  Amount" 
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Public  Law  98-90 
98th  Congress 

An  Act 

Aug.  29,  1983  To  amend  title  XVIII  of  the  Social  Security  Act  to  increase  the  cap  amount  allowable 
[H.R.  3677]  for  reimbursement  of  hospices  under  the  medicare  program. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled.  That  section 
1814(iX2)  of  the  Social  Security  Act  is  amended — 

(1)  by  striking  out  "located  in  a  region  (as  defined  by  the 
Secretary)"  and  "for  the  region"  in  subparagraph  (A),  and 

(2)  by  amending  subparagraph  (B)  to  read  as  follows: 
"(B)  For  purposes  of  subparagraph  (A),  the  'cap  amount'  for  a  year 

is  $6,500,  increased  or  decreased,  for  accounting  years  that  end  after 
October  1,  1984,  by  the  same  percentage  as  the  percentage  increase 
or  decrease,  respectively,  in  the  medical  care  expenditure  category 
of  the  Consumer  Price  Index  for  All  Urban  Consumers  (United 
States  city  average),  published  by  the  Bureau  of  Labor  Statistics, 
from  March  1984  to  the  fifth  month  of  the  accounting  year.". 

Approved  August  29,  1983. 
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MEDICARE  HOSPICE  REIMBURSEMENT  AMENDMENT 


July  28,  1983. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  RosTENKOwsKi,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  3677] 
[Including  cost  estimate  of  the  Congressional  Budget  Oflace] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
(H.R.  3677)  to  amend  title  XVIII  of  the  Social  Security  Act  to  in- 
crease the  cap  amount  allowable  for  reimbursement  of  hospices  under 
the  medicare  program,  having  considered  the  same,  report  favorably 
thereon  without  amendment  and  recommend  that  the  bill  do  pass. 

I.  Introduction 

PURPOSE 

The  Committee  bill,  H.R.  3677,  would  correct  a  technical  error  in 
section  122  of  Public  Law  97-248,  the  Tax  Equity  and  Fiscal  Respon- 
sibility Act  of  1982.  The  bill  would  establish  a  hospice  "cap"  at  $6,500, 
indexed  by  the  medical  care  component  of  the  Consumer  Price  Index. 
The  Committee  believes  that  this  technical  error  should  be  corrected 
before  promulgation  of  final  regulations  implementing  section  122. 

BACKGROUND  AND  NEED  FOR  LEGISLATION 

Section  122  of  Public  Law  97-248,  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  of  1982,  provided  for  reimbursement  under  the 
medicare  program  for  hospice  care.  A  cap  on  the  maximum  amount  of 
reimbursement  to  each  hospice  program  was  established  based  upon 
the  number  of  medicare  enrollees  in  each  program.  The  intent  of  the 
cap  was  to  ensure  that  payments  for  hospice  care  would  not  exceed 
what  would  have  been  expended  by  medicare  if  the  patient  had  been 
treated  in  a  conventional  setting. 

H.R.  5180,  as  originally  introduced,  required  the  establishment  of  a 
reimbursement  "cap"  under  the  hospice  benefit.  The  "cap"  under  H.R. 
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5180,  as  introduced,  could  not  exceed  75%  of  the  estimated  regional 
average  medicare  expenditure  per  beneficiary,  in  the  regular  medicare 
program,  during  the  last  six  months  of  life  for  persons  dying  of  can- 
cer. Cost  estimates  provided  by  the  Congressional  Budget  Office  indi- 
cated this  cap  amount  would  have  been  nearly  $14,600  in  1983,  assum- 
ing a  $19,000  base  cost.  The  Committee  considered  that  this  cap  amount 
was  excessive.  The  Committee  therefore  decided  that  the  "cap"  amount 
should  be  lowered,  and  (based  upon  the  $19,000  figure)  determined 
that  40%,  or  approximately  $7,600,  would  be  a  more  appropriate 
amount. 

However,  the  CBO  estimate  included  two  errors.  The  estimate 
indicated  that  the  "cap"  amount  would  be  $14,600.  CBO  should  have 
indicated  that  this  was  in  fact  the  base  amount,  not  the  "cap"  amount. 
Further,  in  estimating  this  amount  CBO  failed  to  follow  the  specific 
legislative  language  which  required  that  the  updating  from  the  base 
period  utilize  the  medical  care  component  of  the  CPI  rather  than 
actual  inflation  in  medicare  program  expenditures. 

The  outcome,  therefore,  is  that  the  "cap"  amount  for  1984,  as  cal- 
culated by  the  Department  of  Health  and  Human  Services  would  be 
a  little  over  $4,200.  This  is  significantly  lower  than  the  $7,600  antici- 
pated, necessitating  this  technical  amendment. 

II.  General  Explanation 

The  Committee  bill  would  establish  the  hospice  reimbursement 
"cap"  amount  at  $6,500.  This  amount  would  be  indexed  by  the  medi- 
cal care  component  of  the  Consumer  Price  Index. 

III.  Budget  Effects  of  the  Bill 

1.  committee  estimate 

In  compliance  with  clause  7(a)  of  Rule  XIII  of  the  Rules  of  the 
House  of  Representatives  the  following  statement  is  made :  The  Com- 
mittee agrees  with  the  cost  estimate  prepared  by  the  Congressional 
Budget  Office  which  is  included  below.  This  estimate  indicates  that 
there  will  be  no  change  in  the  Congressional  Budget  Office  baseline 
projection  of  the  Health  Insurance  Trust  Fund  as  a  result  of 
H.R.  3677. 

2.  statement  regarding  new  budget  authority  and  tax 
expenditures 

With  respect  to  clause  2(1)  (3)  (B)  of  Rule  XI  of  the  Rules  of  the 
House,  the  Committee  advises  that  the  required  information  pertain- 
ing to  new  budget  authority  or  new  or  increased  tax  expenditures,  to 
the  extent  applicable  to  this  bill,  is  contained  in  the  Congressional 
Budget  Office  cost  estimate  included  below. 

3.  COST  ESTIMATE  PREPARED  BY  THE  CONGRESSIONAL  BUDGET  OFFICE 

In  compliance  with  clause  2(1)  (3)  (C)  of  Rule  XI  requiring  a  cost 
estimate  prepared  by  the  Congressional  Budget  Office,  the  following 
report  prepared  by  the  Congressional  Budget  Office  is  provided. 
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U.S.  Congress, 
Congressional  Budget  Office, 

Washington,  B.C.,  July  28, 1983. 

Hon.  Daniel  Rostenkowski, 
Chairman,  Committee  on  Ways  and  Means, 
House  of  Representatives, 
Washington,  B.C. 

Dear  Mr.  Chairman  :  Pursuant  to  Section  403  of  the  Congressional 
Budget  Act  of  1974,  the  Congressional  Budget  Office  has  reviewed 
H.R.  3677,  a  bill  to  amend  title  XVIII  of  the  Social  Security  Act  to 
increase  the  cap  amount  allowable  for  reimbursement  of  hospices  under 
the  Medicare  program,  as  ordered  reported  by  the  House  Committee 
on  Ways  and  Means,  July  27, 1983. 

Based  on  this  review,  it  is  expected  that  no  additional  costs  would  be 
added  to  the  CBO  estimate  of  baseline  projections  for  the  Hospital 
Insurance  program.  CBO's  estimate  on  June  28,  1982  of  H.R.  5180,  as 
introduced,  included  an  average  cost  to  Medicare  per  user  of  hospice 
services  to  be  about  $5,010  in  1983.  The  cap  amount  specified  in  the  bill 
was  well  in  excess  of  the  estimated  average,  so  that  it  was  not  antici- 
pated to  significantly  affect  program  costs  or  savings.  Similarly, 
CBO's  baseline  estimates  of  the  Medicare  Hospital  Insurance  program 
assume  a  cap  amount  in  excess  of  the  average  costs  for  hospice  services. 
This  technical  amendment  would  clarify  the  exact  cap  amount.  It 
would  not  change  CBO's  baseline  projections. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 
Sincerely, 

James  Blum 
(For  Alice  M.  Rivlin,  Director) . 

IV.  Other  Matters  Required  To  Be  Discussed  Under 
THE  Rules  or  the  House 

1.  VOTE  OF  THE  COMMITTEE 

In  compliance  with  clause  2(1)  (2)  (B)  of  the  rule  XI,  the  following 
statement  is  made :  the  bill  H.R.  3677  was  ordered  favorably  reported 
to  the  House  of  Representatives  without  objection. 

2.  oversight  findings 

In  compliance  with  clause  2(1)  (3)  (A)  of  the  rule  XI,  the  Commit- 
tee reports  that  the  need  for  this  legislation  has  been  confirmed  by 
oversight  investigations  conducted  by  the  Subcommittee  on  Health. 

3.  oversight  by  committee  on  go\^nment  operations 

In  compliance  with  clause  2(1)  (3)  (D)  of  the  rule  XI,  the  Com- 
mittee states  that  no  oversight  findings  and  recommendations  have 
been  submitted  to  the  Committee  by  the  Committee  on  Government 
Operations  with  respect  to  the  subject  matter  contained  in  the  bill. 
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4.  INFLATION  IMPACT 

Pursuant  to  clause  2(1)  (4)  of  rule  XI  of  the  Rules  of  the  House 
with  regard  to  the  inflationary  impact  of  the  reported  bill. 

The  Committee  believes  that  the  bill  has  no  measurable  effect  on 
health  care  prices  or  on  consumer  prices  generally. 

V.  Changes  in  Existing  Law  Made  by  the  Bill,  As  Reported 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as  re- 
ported, are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman)  : 

Section  1814  of  the  Social  Security  Act 

conditions  of  and  limitations  on  payment  for  services 

Requirement  of  Requests  and  Certifications 

Sec.  1814.  (a)  *  *  *. 

*  *  4c  *  «  * 

Payment  for  Hospice  Care 

(1)  (1)  Subject  to  the  limitation  under  paragraph  (2)  and  the  pro- 
visions of  section  1813(a)  (4),  the  amount  paid  to  a  hospice  program 
with  respect  to  hospice  care  for  which  payment  may  be  made  under 
this  part  shall  be  an  amount  equal  to  the  costs  which  are  reasonable 
and  related  to  the  cost  of  providing  hospice  care  or  which  are  based 
on  such  other  tests  of  reasonableness  as  the  Secretary  may  prescribe  in 
regulations  (including  those  authorized  under  section  1861  (v)(l) 
(A) ),  except  that  no  payment  may  be  made  for  bereavement  counsel- 
ing and  no  reimbursement  may  be  made  for  other  counseling  services 
(including  nutritional  and  dietary  counseling)  as  separate  services. 

(2)  (A)  The  amount  of  payment  made  under  this  part  for  hospice 
care  provided  by  (or  under  arrangements  made  by)  a  hospice  program 
[located  in  a  region  (as  defined  b}^  the  Secretary)]  for  an  accounting 
year  may  not  exceed  the  cap  amount  [for  the  region]  for  the  year 
(computed  under  subparagraph  (B))  multiplied  by  the  number  of 
medicare  beneficiaries  in  the  hospice  program  in  that  year  (deter- 
mined under  subparagraph  (C)). 

[(B)  For  purposes  of  subparagraph  (A),  the  "cap  amount"  for  a 
region  for  a  year  is  computed  as  follows : 

[(i)  The  Secretary,  using  records  of  the  program  under  this 
title,  shall  identify  individuals  (or  a  representative  sample  of 
such  individuals)  — 

[(I)  who  died  during  the  base  period  (as  defined  in  clause 

(V)), 

[(II)  with  respect  to  whom  the  primary  cause  of  death  was 
cancer,  and 

[(III)  who,  during  the  six-m.onth  period  preceding  death, 
were  provided  benefits  under  this  title. 
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[(ii)  The  Secretary  shall  determine  a  national  average  medi- 
care per  capita  expenditure  amount  by  (I)  determining  (or  esti- 
mating) the  amount  of  payments  made  under  this  title  with 
respect  to  services  provided  to  individuals  identified  in  clause  (i) 
during  the  six  months  before  death,  and  (II)  dividing  such 
amount  of  payments  by  the  number  of  such  individuals. 

[(iii)  The  Secretary,  using  the  best  available  data,  shall  then 
compute  a  regional  average  medicare  per  capita  expenditure 
amount  for  each  region,  by  adjusting  the  national  average  medi- 
care per  capita  expenditure  amount  (computed  under  clause  (ii) ) 
to  reflect  the  relative  difference  between  that  region's  average  cost 
of  delivering  health  care  and  the  national  average  cost  of  deliver- 
ing heath  care. 

[(iv)  The  "cap  amount"  for  a  region  for  an  accounting  year  is 
40  percent  of  the  regional  average  determined  under  clause  (iii) 
for  that  region,  increased  or  decreased  by  the  same  percentage 
as  the  percentage  increase  or  decrease,  respectively,  in  the 
medical  care  expenditure  category  of  the  consumer  price  index 
for  all  urban  consumers  (U.S.  city  average),  published  by  the 
Bureau  of  Labor  Statistics,  from  the  fourth  month  of  the  base 
period  to  the  fifth  month  of  the  accounting  year. 

[( v)  For  purposes  of  this  subparagraph,  the  term  "base  period" 
means  the  most  recent  period  of  12  months  (ending  before  the 
date  proposed  regulations  are  first  issued  to  carry  out  this  para- 
graph) for  which  the  Secretary  determines  he  has  sufficient  data 
to  make  the  determinations  required  under  clauses  (i)  through 
(iii).] 

{B)  For  purposes  of  subparagraph  (^),  the  '-''cap  amount  for  a 
year  is  $6^00^  increased  or  decreased^  for  accounting  years  that  end 
after  October  1984-^  by  the  same  percentage  a^  the  percentage  in- 
crease or  decrease^  respectively^  in  the  medical  care  expenditure  cate- 
gory of  the  consumer  price  index  for  all  urban  consumers  {United 
States  city  average)^  published  by  the  Bureau  of  Labor  Statistics^ 
from  March  1981^  to  the  -fifth  month  of  the  accounting  year. 
******* 
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97  STAT.  803 


Public  Law  98-118 
98th  Congress 


An  Act 


To  extend  the  Federal  Supplemental  Compensation  Act  of  1982,  and  for  other 

purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled, 

EXTENSION  OF  PROGRAM 

Section  1.  (a)  Paragraph  (2)  of  section  602(f)  of  the  Federal 
Supplemental  Compensation  Act  of  1982  is  amended  by  striking  out 
"September  30,  1983"  and  inserting  in  lieu  thereof  "October  18, 
1983". 

(b)  Paragraph  (2)  of  section  605  of  such  Act  is  amended  by  striking 
out  "October  1,  1983"  and  inserting  in  lieu  thereof  "October  19, 
1983". 


Oct.  11,  1983 
[H.R.  4101] 


Federal 
Supplemental 
Compensation 
Act  of  1982, 
amendment. 

Ante,  p.  141. 
26  use  3304 
note. 

Ante,  p.  141. 
26  use  3304 
note. 


EXTENSION  OF  PROVISION  ALLOWING  PAYMENT  OF  DISABIUTY  BENEFITS 

DURING  APPEAL 


2.  Section  223(gX3)(B)  of  the  Social  Security  Act  is  amended 
by  striking  out  "October  1,  1983"  and  inserting  in  lieu  thereof 
"December?,  1983". 


96  Stat.  2498. 
42  use  423. 


EXTENSION  OF  PROVISIONS  RELATING  TO  DEPENDENT  CHILDREN 
VOLUNTARILY  PLACED  IN  FOSTER  CARE 

Sec.  3.  (a)  Section  102(aXl)  of  the  Adoption  Assistance  and  Child 
Welfare  Act  of  1980  is  amended  by  striking  out  "October  1,  1983" 
and  inserting  in  lieu  thereof  "October  1, 1984". 

ft))  Section  102(c)  of  such  Act  is  amended  by  striking  out  "October 
1,  1983"  each  place  it  appears  and  inserting  in  lieu  thereof  in  each 
instance  "October  1, 1984". 


42  use  672  note. 
42  use  672  note. 


SOCIAL  SECURITY  COVERAGE  OF  RETIRED  FEDERAL  JUDGES  ON  ACTIVE 

DUTY 

Sec.  4.  Notwithstanding  section  101(d)  of  the  Social  Security 
Amendments  of  1983,  the  amendments  made  by  section  101(c)  of 
such  Act  shall  apply  only  with  respect  to  remuneration  paid  after 
December  31,  1985.  Remuneration  paid  prior  to  January  1,  1986, 
under  section  371(b)  of  title  28,  United  States  Code,  to  an  individual 
performing  service  under  section  294  of  such  title,  shall  not  be 
included  in  the  term  "wajges"  for  purposes  of  section  209  of  the 
Social  Security  Act  or  section  3121(a)  of  the  Internal  Revenue  Code 
of  1954. 


Ante,  p.  70. 
26  use  3121 
note. 


28  use  294. 

42  use  409. 
26  use  3121. 


97  STAT.  804 
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CLARIFICATION  WITH  RESPECT  TO  REPAYMENT  OF  LOANS 

42  use  1322.         Sec.  5.  (a)  Section  1202(b)(2)  of  the  Social  Security  Act  is 
amended— 

(1)  in  the  matter  preceding  subparagraph  (A),  by  striking  out 
''advance"  and  inserting  in  lieu  thereof  ''advance  or  advances"; 

(2)  in  subparagraph  (A),  by  striking  out  "advance  is"  and 
inserting  in  lieu  thereof  "advances  are"; 

(3)  in  subparagraph  (A),  by  striking  out  "advance  was"  and 
inserting  in  lieu  thereof  "advances  were";  and 

(4)  in  subparagraph  (B),  by  striking  out  "advance"  the  second 
place  it  appears  and  inserting  in  lieu  thereof  "advances". 

Effective  date.  (b)  The  amendments  made  by  this  section  shall  apply  to  advances 
42  use  1322       ^ade  on  or  after  April  1, 1982. 

Approved  October  11,  1983. 


LEGISLATIVE  HISTORY— H.R.  4101: 

eONGRESSIONAL  REeORD,  Vol.  129  (1983): 

Oct.  6,  considered  and  passed  House;  considered  and  passed  Senate,  amended; 
House  concurred  in  Senate  amendment. 
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97  STAT.  857 


Public  Law  98-135 
98th  Congress 


An  Act 


To  extend  the  Federal  Supplemental  Compensation  Act  of  1982,  and  for  other 

purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled, 

SECTION  1 .  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Federal  Supplemental  Compensa- 
tion Amendments  of  1983". 

TITLE  I— EXTENSION  OF  FEDERAL  SUP- 
PLEMENTAL COMPENSATION  PROGRAM 


Oct.  24,  1983 
[H.R.  3929] 


Federal 
Supplemental 
Compensation 
Amendments  of 
1983. 

26  use  3304 
note. 


SEC.  101.  EXTENSION  OF  FEDERAL  SUPPLEMENTAL  COMPENSATION 
PROGRAM. 

(a)  General  Rule.— Paragraph  (2)  of  section  602(f)  of  the  Federal 
Supplemental  Compensation  Act  of  1982  is  amended  to  read  as 
follows: 

**(2)  No  Federal  supplemental  compensation  shall  be  payable  to 
any  individual  under  an  agreement  entered  into  under  this  subtitle 
for  any  week  beginning  after  March  31, 1985." 

(b)  Technical  Amendment.— Paragraph  (2)  of  section  605  of  such 
Act  is  amended  by  striking  out  "October  19,  1983  (except  as  other- 
wise provided  in  section  602(f)(2))"  and  inserting  in  lieu  thereof 
''April  1, 1985". 

SEC.  102.  NUMBER  OF  WEEKS  FOR  WHICH  BENEFITS  ARE  PAYABLE. 

(a)  General  Rule.— Subsection  (e)  of  section  602  of  the  Federal 
Supplemental  Compensation  Act  of  1982  is  amended  by  striking  out 
paragraphs  (2)  and  (3)  and  inserting  in  lieu  thereof  the  following: 
"(2)(A)(i)  Except  as  provided  in  subparagraph  (B),  the  amount 
established  in  such  account  shall  be  equal  to  the  lesser  of— 

"(I)  55  per  centum  of  the  total  amount  of  regular  compensa- 
tion (including  dependents'  allowances)  payable  to  the  individ- 
ual with  respect  to  the  benefit  year  (as  determined  under  the 
State  law)  on  the  basis  of  which  he  most  recently  received 
regular  compensation,  or 

"(II)  the  applicable  limit  times  his  average  weekly  benefit 
amount  for  his  benefit  year, 
"(ii)  For  purposes  of  clause  (i) — 

"(I)  in  the  case  of  an  account  from  which  Federal  supplemen- 
tal compensation  was  payable  to  an  individual  for  a  week 
beginning  before  October  19,  1983,  the  applicable  limit  shall  be 
the  applicable  limit  in  effect  in  the  State  under  this  paragraph 
(as  in  effect  on  the  day  before  the  date  of  the  enactment  of  the 
Federal  Supplemental  Compensation  Amendments  of  1983)  for 
the  last  week  beginning  before  October  19, 1983,  or 
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97  STAT.  861 


REPORT  BY  SECRETARY  OF  LABOR 

Sec.  203.  Not  later  than  April  1, 1984,  the  Secretary  of  Labor  shall 
submit  a  report  to  the  Congress  on — 

(1)  the  feasibility  of  using  area  triggers  in  unemployment 
compensation  programs,  and 

(2)  the  feasibility  of  determining  whether  individuals  filing 
claims  for  unemployment  compensation  are  structurally  unem- 
ployed. 

INCREASE  IN  TITLE  XX  FUNDING 

Sec.  204.  Section  2003(c)  of  the  Social  Security  Act  is  amended — 

(1)  by  adding  **and"  at  the  end  of  paragraph  (2);  and 

(2)  by  striking  out  paragraphs  (3),  (4),  and  (5),  and  inserting  in 
lieu  thereof  the  following: 

"(3)  $2,700,000,000  for  the  fiscal  year  1984  and  each  succeed- 
ing fiscal  year.". 


Submittal  to 
Congress. 


42  use  1397b. 


DIRECT  REPAYMENT  OF  GENERAL  REVENUE  ADVANCES 

Sec.  205.  (a)  Section  1203  of  the  Social  Security  Act  is  amended  by 
inserting  after  the  first  sentence  the  following:  "Amounts  appropri- 
ated as  repayable  advances  shall  be  repaid,  without  interest,  by 
transfers  from  the  Federal  unemployment  account  to  the  general 
fund  of  the  Treasury,  at  such  times  as  the  amount  in  the  Federal 
unemployment  account  is  determined  by  the  Secretary  of  the  Treas- 
ury, in  consultation  with  the  Secretary  of  Labor,  to  be  adequate  for 
such  purpose.  Any  amount  transferred  £is  a  repayment  under  this 
section  shall  be  credited  against,  and  shall  operate  to  reduce,  any 
balance  of  advances  repayable  under  this  section.". 

(b)  Any  amounts  transferred  from  the  Federal  unemployment 
account  to  the  employment  security  administration  account  as  of 
September  30,  1983,  shall  be  transferred  back  to  the  Federal  unem- 
ployment account. 


42  use  1323. 


42  use  1323 
note. 


ARRANGEMENTS  TO  PREVENT  PAYMENTS  OF  UNEMPLOYMENT 
COMPENSATION  TO  RETIREES  AND  PRISONERS 

Sec.  206.  (a)  The  Secretary  of  Labor,  the  Director  of  the  Office  of 
Personnel  Management,  and  the  Attorney  General  are  directed  to 
enter  into  arrangements  to  make  available  to  the  States,  computer 
or  other  data  regarding  current  and  retired  Federal  employees  and 
Federal  prisoners  so  that  States  may  review  the  eligibility  of  these 
individuals  for  unemployment  compensation,  and  take  action  where 
appropriate. 

(b)  The  Secretary  of  Labor  shall  report  to  the  Congress,  prior  to 
January  31,  1984,  on  arrangements  which  have  been  entered  into 
under  subsection  (a),  and  any  arrangements  which  could  be  entered 
into  with  other  appropriate  State  agencies,  for  the  purpose  of  ensur- 
ing that  unemplo5mient  compensation  is  not  paid  to  retired  individ- 
uals or  prisoners  in  violation  of  law.  The  report  shall  include  any 
recommendations  for  further  legislation  which  might  be  necessary 
to  aid  in  preventing  such  payments. 


26  use  3304 
note. 
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Financial 
assistance. 


Appropriation 
authorization. 


MAUREEN  AND  MIKE  MANSFIELD  FOUNDATION 

Sec.  207.  (a)  The  Secretary  of  Education  is  authorized  to  provide 
Hnancial  assistance  in  accordance  with  the  provisions  of  this  section 
to  the  Maureen  and  Mike  Mansfield  Foundation  to  assist  in  the 
development  of  the  Mansfield  Center  for  Pacific  Affairs  and  the 
Maureen  and  Mike  Mansfield  Center  at  the  University  of  Montana. 

Ob)  No  financial  assistance  provided  under  this  section  may  be 
made  except  upon  an  application  at  such  time,  in  such  manner,  and 
containing  such  information  as  the  Secretary  of  Education  may 
require. 

(c)  There  are  authorized  to  be  appropriated  such  sums,  not  to 
exceed  $5,000,000,  as  may  be  necessary  to  carry  out  the  provisions  of 
this  section.  Funds  appropriated  pursuant  to  this  section  shall 
remain  available  until  expended. 


Approved  October  24,  1983. 


LEGISLATIVE  HISTORY-H.R.  3929  (S.  1887): 

HOUSE  REPORTS:  Nos.  98-377  (Comm.  on  Ways  and  Means)  and  98-428  (Comm.  of 
Conference). 

SENATE  REPORT  No.  98-240  accompanying  S.  1887  (Comm.  on  Finance). 
CONGRESSIONAL  RECORD,  Vol.  129  (1983): 

Sept.  29,  considered  and  passed  House. 

Sept.  29,  30,  S.  1887  considered  in  Senate. 

Sept.  30,  H.R.  3929  considered  and  passed  Senate,  amended,  in  lieu  of  S.  1887. 
Oct.  21,  House  and  Senate  agreed  to  conference  report. 


o 


98th  Congress 
1st  Session 


HOUSE  OF  REPRESENTATIVES     f  Report 

No.  98-377 


EXTENSION  OF  FEDERAL  SUPPLEMENTAL  COMPENSATION 

PROGRAM 


September  22,  1983. — Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  Ordered  to  be  printed 


Mr.  RosTENKOWSKi,  from  the  Committee  on  Way  and  Means, 
submitted  the  following 

REPORT 

together  with 
ADDITIONAL  VIEWS 

[To  accompany  H.R.  3929] 
[Including  cost  estimate  and  comparison  of  the  Congressional  Budget  Office] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the 
bill  (H.R.  3929)  to  extend  the  Federal  Supplemental  Compensation 
Act  of  1982,  and  for  other  purposes,  having  considered  the  same, 
report  favorably  thereon  without  amendment  and  recommend  that 
the  bill  do  pass. 
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I.  Summary 

1.  Extension  and  modification  of  the  Federal  supplemental  com- 
pensation (FSC)  program. — H.R.  3929  extends  a  modified  Federal 
Supplemental  Compensation  (FSC)  program  for  seven  weeks,  from 
September  30,  1983  to  November  16,  1983.  This  short  extension  is 


No  material  relating  to  the  Social  Security  Act  in  this  Report, 


Calendar  No.  404 

98th  Congress  )  SENATE  J  Eeport 

Ist  Session      J*  (  No.  98-240 


FEDEEAL  SUPPLEMENTAL  COMPENSATION 
AMENDMENTS  OF  1983 


Septembeb  26,  1983. — Ordered  to  be  printed 


Mr.  Dole,  from  the  Committee  on  Finance, 
submitted  the  following 

RBPOET 

[To  accompany  S.  1887] 

The  Committee  on  Finance  reports  an  original  bill  to  extend  the 
Federal  supplemental  compensation  program  and  recommends  that 
the  bill  do  pass. 

A.  Provisions  Related  to  Unemployment  Compensation  Extension 
OF  Federal  Supplemental  Compensation  Program 

(SECTION  2  OF  THE  BILL) 

Present  law 

The  Federal  supplemental  compensation  (FSC)  program  provides 
additional  weeks  of  federally  financed  unemployment  compensation 
benefits  to  jobless  workers  who  have  exhausted  all  other  State  and 
Federal  unemployment  benefits.  The  number  of  weeks  that  jobless 
workers  may  receive  depends  on  (a)  the  number  of  weel^s  of  State  un- 
employment benefits  received  by  each  claimant,  and  (b)  the  level  of 
insured  unemployment  in  the  State  in  which  the  claimant  qualifies  for 
or  receives  the  benefits. 

The  Federal  supplemental  compensation  program  expires  on  Sep- 
tember 30, 1983.  It  provides  four  categories  of  benefits.  (1)  basic  bene- 
fits; (2)  additional  benefits ;  (3)  transitional  benefits ;  and  (4)  phase- 
out  benefits. 

1.  Basic  heneflfs  go  to  individuals  who  began  receiving  FSC  after 
March  31,  1983.  The  maximum  number  of  weeks  available  to  individ- 
uals breaks  down  by  State  unemployment  levels : 

a.  14  weeks  in  States  with  insured  unemployment  rates 
(lUR's)  of  at  least  6  percent ; 
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Gomrmttee  hill 

The  committee  bill  would  allow  for  direct  repayment  of  general 
revenue  advances  from  the  State  loan  account  in  the  unemployment 
trust  fund,  if  the  Secretary  of  Labor  and  the  Secretary  of  the  Treas- 
ury determine  that  adequate  funds  are  available  in  the  account  for 
such  purpose.  This  amendment  would  ultimately  allow  for  the  full 
repayment  of  all  outstanding  general  revenue  advances  to  the  FUA 
account. 

REPORT  ON  EFFORTS  TO  PREVENT  INCORRECT  UNEMPLOYMENT 
COMPENSATION  PAYMENTS 

(SECTION  6  or  THE  BILL) 

The  committee  bill  would  require  the  Secretary  of  Labor,  the  At- 
torney General,  and  the  Director  of  the  Office  of  Personnel  Manage- 
ment to  issue  a  report  to  Congress  which  will  detail  the  steps  which 
could  be  taken  to  ensure  that  unemployment  benefits  are  not  paid  to 
certain  retired  individuals  or  prisoners.  The  report  should  include 
recommendations  for  further  legislation  which  might  be  necessary  to 
aid  in  preventing  such  incorrect  payments.  The  report  must  be  sub- 
mitted to  Congress  by  December  ^51,  1983. 

B.  Other  Provisions 

EXTENSION  OF  PROVISIONS  RELATING  TO  DEPENDENT  CHILDREN 
VOLUNTARILY  PLACED  IN  FOSTER  CARE 

(SECTION  7  OF  THE  BILL) 

Present  law 

The  Adoption  Assistance  and  Child  Welfare  Act  of  1980  (Public 
Law  96-272)  included  a  provision  authorizing  Federal  matching  on 
a  temporary  basis  for  payments  made  on  behalf  of  children  volun- 
tarily placed  in  foster  case.  The  statute  provides  that,  in  those  States 
that  have  implemented  specified  foster  care  protections  and  proce- 
dures. Federal  foster  care  matching  funds  are  available  until  Septem- 
ber 30,  1983,  for  children  who  have  been  voluntarily  removed  from 
their  home  (without  a  judicial  determination),  if  such  removal  is 
pursuant  to  a  voluntary  placement  agreement.  The  voluntary  place- 
ment agreement  must  be  revocable  on  the  part  of  the  parent  unless 
the  child  welfare  agency  objects  and  obtains  a  judicial  determination 
that  the  return  of  the  child  to  the  home  would  not  be  in  the  best  in- 
terests of  the  child.  There  must  be  a  judicial  determination  of  a  vol- 
untary placement  within  6  months  to  the  effect  that  such  placement 
is  in  the  best  interests  of  the  child.  The  Secretary  of  Health  and  Hu- 
man Services  must  report  annually  to  the  Congress  on  the  number  of 
children  placed  under  this  provision. 

Gommittee  hill 

The  committee  bill  would  extend  the  voluntary  placement  provision 
for  1  year,  to  September  30,  1984.  The  Secretary  of  Health  and  Hu- 
man Services  would  then  have  the  opportunity  to  issue  a  report  on 
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the  number  of  children  placed  under  this  provision  and  the  cost  of 
the  voluntary  placements. 

Effective  date— Octoh^v  1, 1983. 

Estimated  cost. — Negligible. 

INCREASE  IN  TITLE  XX  FUNDING 
(SECTION  8  or  THE  BILL) 

Present  law 

The  social  services  block  grant  authorizes  grants  to  the  States,  on 
an  entitlement  basis,  to  encourage  them  to  furnish  services  aimed  at 
five  goals:  (1)  achieving  or  maintaining  economic  self-support  to 
prevent,  reduce,  or  eliminate  dependency;  (2)  achieving  or  maintain- 
ing self-sufficiency,  including  reduction  or  prevention  of  dependency ; 
(3)  preventing  or  remedying  neglect,  abuse,  or  exploitation  of  chil- 
dren and  adults  unable  to  protect  their  own  interests,  or  preserving 
rehabilitating  or  reuniting  families;  (4)  preventing  or  reducing  inap- 
propriate institutional  caie  by  providing  for  community-based  care, 
home-based  care,  or  other  forms  of  less  intensive  care;  and  (5)  secur- 
ing referral  or  admission  for  institutional  care  when  other  forms  of 
care  are  not  appropriate  or  providing  services  to  individuals  in 
institutions. 

In  fiscal  year  1983,  the  entitlement  ceiling  for  the  block  grant  was 
$2.4  billion.  In  fiscal  year  1984,  the  entitlement  ceiling  is  increased  to 
$2.5  billion. 

Committee  hill 

The  committee  bill  would  increase  the  statutory  funding  level  for 
the  title  XX,  social  services  block  grant,  by  $200  million  for  fiscal 
year  1984.  The  statutory  funding  level  for  title  XX  would  thus  be  in- 
creased from  $2.5  billion  to  $2.7  billion. 

Effective  date.— Octoh^v  1,  1983. 

Estimated  cost. — Fiscal  year  1984,  $200  million. 

Regulatory  Impact  Statement 

Because  of  the  urgent  nature  of  this  legislation  and  the  necessity 
for  prompt  action  to  assure  the  continued  payment  of  federal  supple- 
mental compensation  benefits,  it  is  necessary  to  dispense  with  the  re- 
quirements of  paragraph  12  of  rule  XXVI  of  the  Standing  Rules  of 
the  Senate  relating  to  regulatory  impact  statements  as  is  provided  for 
in  the  last  sentence  of  such  paragraph. 

Changes  in  Existing  Law  Made  by  the  Revenue  Provisions  of  the 

Bill  as  Reported 

In  the  opinion  of  the  committee,  it  is  necessary  in  order  to  expedite 
the  business  of  the  Senate,  to  dispense  with  the  requirements  of  para- 
graph 12  of  rule  XXVI  of  the  Standing  Rules  of  the  Senate  (relat- 
ing to  the  showing  of  changes  in  existing  law  by  the  provisions  of 
S.  1887  as  reported  by  the  committee). 
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FEDERAL  SUPPLEMENTAL  COMPENSATION  AMENDMENTS 

OF  1983 


October  21,  1983.— Ordered  to  be  printed 


Mr.  Pease,  from  the  committee  of  conference, 
submitted  the  following 

CONFERENCE  REPORT 

[To  accompany  H.R.  3929] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendment  of  the  Senate  to  the  bill  (H.R.  3929)  to 
extend  the  Federal  Supplemental  Compensation  Act  of  1982,  and 
for  other  purposes,  having  met,  after  full  and  free  conference,  have 
agreed  to  recommend  and  do  recommend  to  their  respective  Houses 
as  follows: 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  and  agree  to  the  same  with  an  amendment  as  fol- 
lows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate 
amendment,  insert  the  following: 

SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  '^Federal  Supplemental  Compensa- 
tion A  mendmen  ts  of  1983 '  \ 

TITLE  I— EXTENSION  OF  FEDERAL  SUP- 
PLEMENTAL COMPENSATION  PROGRAM 

SEC  101.  EXTENSION  OF  FEDERAL  SUPPLEMENTAL  COMPENSATION  PRO- 
GRAM. 

(a)  General  Rule.— Paragraph  (2)  of  section  602(f)  of  the  Federal 
Supplemental  Compensation  Act  of  1982  is  amended  to  read  as  fol- 
lows: 

''(2)  No  Federal  supplemental  compensation  shall  be  payable  to 
any  individual  under  an  agreement  entered  into  under  this  subtitle 
for  any  week  beginning  after  March  31,  1985.  " 
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(d)  New  Periods  Begin  With  First  Week  After  October  18, 
1983. — For  purposes  of  determining  whether  any  6-percent  period,  5- 
percent  period,  4-percent  period,  or  low-unemployment  period  is  in 
effect  during  weeks  beginning  after  October  18,  1983,  the  amend- 
ments made  by  this  title  shall  be  treated  as  in  effect  during  all  peri- 
ods before  the  first  week  beginning  after  October  18,  1983. 

TITLE  II— OTHER  PROVISIONS 

PAYMENT  TO  SURVIVORS  OF  DECEASED  EMPLOYEES 

Sec.  201.  (a)  Subsection  (b)  of  section  3306  of  the  Internal  Revenue 
Code  of  1954  (defining  wages)  is  amended  by  striking  out  ''or''  at  the 
end  of  paragraph  (13),  by  striking  out  the  period  at  the  end  of  para- 
graph (14)  o^c?  inserting  in  lieu  thereof  or",  and  by  inserting  after 
paragraph  (14)  the  following  new  paragraph: 

''(15)  any  payment  made  by  an  employer  to  a  survivor  or  the 
estate  of  a  former  employee  after  the  calendar  year  in  which 
such  employee  died. 
(b)  The  amendments  made  by  subsection  (a)  shall  apply  to  remu- 
neration paid  after  the  date  of  the  enactment  of  this  Act. 

TREATMENT  OF  CERTAIN  AGRICULTURAL  LABOR 

Sec.  202.  Subparagraph  (B)  of  section  3306(c)(1)  of  the  Internal 
Revenue  Code  of  1954  (relating  to  agricultural  labor)  is  amended  by 
striking  out  "January  1,  1984  '  cind  inserting  in  lieu  thereof  "Janu- 
ary 1,  1986". 

REPORT  BY  SECRETARY  OF  LABOR 

Sec.  203.  Not  later  than  April  1,  1984,  the  Secretary  of  Labor 
shall  submit  a  report  to  the  Congress  on — 

(1)  the  feasibility  of  using  area  triggers  in  unemployment  com- 
pensation programs,  and 

(2)  the  feasibility  of  determining  whether  individuals  filing 
claims  for  unemployment  compensation  are  structurally  unem- 
ployed. 

INCREASE  IN  TITLE  XX  FUNDING 

Sec.  204.  Section  2003(c)  of  the  Social  Security  Act  is  amended — 

(1)  by  adding  "and''  at  the  end  of  paragraph  (2);  and 

(2)  by  striking  out  paragraphs  (3),  (4),  and  (5),  and  inserting  in 
lieu  thereof  the  following: 

"(3)  $2,700,000,000  for  the  fiscal  year  1984  and  each  succeed- 
ing fiscal  year. 

DIRECT  REPAYMENT  OF  GENERAL  REVENUE  ADVANCES 

Sec.  205.  (a)  Section  1203  of  the  Social  Security  Act  is  amended  by 
inserting  after  the  first  sentence  the  following:  "Amounts  appropri- 
ated as  repayable  advances  shall  be  repaid,  without  interest,  by 
transfers  from  the  Federal  unemployment  account  to  the  general 
fund  of  the  Treasury,  at  such  times  as  the  amount  in  the  Federal 
unemployment  account  is  determined  by  the  Secretary  of  the  Treas- 
ury, in  consultation  with  the  Secretary  of  Labor,  to  be  adequate  for 
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such  purpose.  Any  amount  transferred  as  a  repayment  under  this 
section  shall  he  credited  against,  and  shall  operate  to  reduce,  any 
balance  of  advances  repayable  under  this  section. 

(b)  Any  amounts  transferred  from  the  Federal  unemployment  ac- 
count to  the  employment  security  administration  account  as  of  Sep- 
tember SO,  1983,  shall  be  transferred  back  to  the  Federal  unemploy- 
ment account. 

ARRANGEMENTS  TO  PREVENT  PAYMENTS  OF  UNEMPLOYMENT 
COMPENSATION  TO  RETIREES  AND  PRISONERS 

Sec.  206.  (a)  The  Secretary  of  Labor,  the  Director  of  the  Office  of 
Personnel  Management,  and  the  Attorney  General  are  directed  to 
enter  into  arrangements  to  make  available  to  the  States,  computer 
or  other  data  regarding  current  and  retired  Federal  employees  and 
Federal  prisoners  so  that  States  may  review  the  eligibility  of  these 
individuals  for  unemployment  compensation,  and  take  action  where 
appropriate. 

(b)  The  Secretary  of  Labor  shall  report  to  the  Congress,  prior  to 
January  31,  1984,  on  arrangements  which  have  been  entered  into 
under  subsection  (a),  and  any  arrangements  which  could  be  entered 
into  with  other  appropriate  State  agencies,  for  the  purpose  of  ensur- 
ing that  unemployment  compensation  is  not  paid  to  retired  individ- 
uals or  prisoners  in  violation  of  law.  The  report  shall  include  any 
recommendations  for  further  legislation  which  might  be  necessary 
to  aid  in  preventing  such  payments. 

MAUREEN  AND  MIKE  MANSFIELD  FOUNDATION 

Sec.  207.  (a)  The  Secretary  of  Education  is  authorized  to  provide 
financial  assistance  in  accordance  with  the  provisions  of  this  sec- 
tion to  the  Maureen  and  Mike  Mansfield  Foundation  to  assist  in 
the  development  of  the  Mansfield  Center  for  Pacific  Affairs  and  the 
Maureen  and  Mike  Mansfield  Center  at  the  University  of  Montana. 

(b)  No  financial  assistance  provided  under  this  section  may  be 
made  except  upon  an  application  at  such  time,  in  such  manner,  and 
containing  such  information  as  the  Secretary  of  Education  may  re- 
quire. 
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(c)  There  are  authorized  to  be  appropriated  such  sums,  not  to 
exceed  $5,000,000,  as  may  he  necessary  to  carry  out  the  provisions  of 
this  section.  Funds  appropriated  pursuant  to  this  section  shall 
remain  available  until  expended. 
And  the  Senate  agree  to  the  same. 

Dan  Rostenkowski, 
Pete  Stark, 
Donald  J.  Pease, 
Robert  T.  Matsui, 
Barbara  B.  Kennelly, 
Carroll  Campbell, 
W.  Henson  Moore, 
Bill  Frenzel, 
Managers  on  the  Part  of  the  House. 

Bob  Dole, 
Bill  Armstrong, 
Bill  Roth, 
John  H.  Chafee, 
Russell  Long, 
Daniel  P.  Moynihan, 
David  L.  Boren, 
Managers  on  the  Part  of  the  Senate. 


Finder's  Aid 

P.L.  98-369  (98  Stat.  49A)  Approved  July  18,  1984 
"Deficit  Reduction  Act  of  1984" 


H.  Rep.U  S.  Prt.2/ 

98-432        H.  Rep.2^/  98-169 

S.S.  Act  P.L.  98  Vol.  I        98-432  Vol.  I        H.C.  Rep. 

Subject  Section  Section  Stat .      Vol.  II      Part  2  Vol.  II  98-861 

Old-Age  Assistance  -  2(a)(10)  2651(e)(1)  1149 

Exchange  of  Information 
(technical  amendment) 

Old-Age  Assistance  -  2(a)(ll)  2651(e)(2)  1149        ~  ~  80,  993,  1410 

Exchange  of  Information      New  *1315 

Trust  Funds  201(a)(3)  2663( j ) ( 2) ( A)  1170        356,  ~  —  1413 

(technical  correction)  (i)  1085 

Trust  Funds  201(a)(4)  2663( j ) ( 2 ) ( A)  1170        356,  —  —  1413 

(technical  correction)  (i)  1085 

Trust  Funds  201(b)(1)  2663( j )(2)(A)  1170        356,  ~  ~  1413 

(technical  correction)  (i)  1086 

Trust  Funds  201(b)(2)  2663( j )(2)(A)  1170        356,  ~  —  1413 

(technical  correction)  (i)  1087 

Trust  Funds  201(d)  2663(a)(1)(A)  1160        356,  798  —  1413 

(technical  correction)  (i)  1088 


Note:     There  is  no  material  relating  to  amendments  to  the  Social  Security  Act 
contained  in  either  House  Report  No.  98-133  or  Senate  Report  No.  98-312  which 
are  listed  in  the  "Legislative  History"  appearing  at  the  end  of  P.L.  98-369. 
There  is  material  pertaining  to  the  Social  Security  provisions  of  this  Act 
contained  in  Senate  Print  No.  98-169  which  is  not  listed  in  the  "Legislative 
History"  . 

j_/  Volumeal  and  II  make  up  the  equivalent  of  Part  1.    The  page  numbers  in 
Volune  II  are  a  continuation  of  those  in  Volume  I. 


V  Part  2  contains  the  House  of  Representatives  version  of  the  bill  approved 
by  the  coimnittee.  The  other  material  contained  in  part  2  is  essentially  the 
same  as  that  appearing  in  Volume  I. 

2_/  Volume  II  contains  the  Senate  version  of  the  bill  approved  by  the 
committee.     Since  the  page  numbers  in  Volume  II  are  not  a  continuation  of 
those  in  Volume  I,  page  numbers  for  Volume  II  are  preceded  by  an  asterisk 
(*). 


P.L.  98-369  (Cont.) 


2 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-A32 
98  Vol.  I 

Stat.      Vol.  II 


H.  Rep. 

98-432 
Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep 

Vol.  II  98-861 


Trust  Funds 
(technical  correction) 


Trust  Funds 
(technical  correction) 


201(d)          2663(a)(1)(A)  1160  356, 

(il)  1088 

201(g)(1)     2663(j)(2)(A)  1170  356, 

(i)  1088 


1413 


1413 


Trust  Funds 
(technical  correction) 

Trust  Funds 

(technical  correction) 

Trust  Funds 
(technical  correction) 

Trust  Funds 
(technical  correction) 

Trust  Funds 
(technical  correction) 

Old  Age  Benefits 
(technical  correction) 

Husband's  Benefits 
(technical  correction) 

Husband's  Benefits 
(technical  correction) 


201(g)(1) 
(B) 

201(g)(2) 
201(g)(4) 
201(i)(l) 


2663(a)(1)(B)  1160 


2663(j)(2)(A)  1170 
(i) 

2663(j)(2)(A)  1170 
(i) 

2663(j)(2)(A)  1170 
(i) 


(B)(i) 


2661(a)  1156 
202(a)(3)     2662(c)(1)  1159 


202(c)(1)  2661(b)(1)(A)  1156 
(i) 

202(c)(1)  2661(b)(1)(B)  1156 
(ii)(I) 


356, 
1089 

356, 
1090 

356, 
1090 

356, 
1090 

356, 
1090 


356, 
1091 

356, 
1091 


798 


783 


795 


783 


783 


*1304 


a304 


*1305 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


Husband's  Benefits 
(technical  correction) 

Husband's  Benefits 
(technical  correction) 

Husband's  Benefits  - 
Divorced  (effective 
date) 

Child's  Benefits 
(technical  correction) 

Child's  Benefits 
(technical  correction) 

Child's  Benefits 
(technical  correction) 

Child's  Benefits 
(technical  correction) 

Child's  Benefits 
(technical  correction) 


202(c)(1)    2661(b)(1)(C)  1156 


202(c)(5)  2661(b)(2)  1156 
(A) 


202(c)(5)  2662(d) 


202(d)(1) 
(ii) 

202(d)(1) 
(G) 

202(d)(1) 
(G) 

202(d)(1) 
(G) 

202(d)(1) 
(G) 


1159 


2663(a)(2)(A)  1160 
(i) 

2663(a)(2)(A)  1160 
(ii)(I) 

2663(a)(2)(A)  1161 
(ii)(II) 

2663(a)(2)(A)  1161 
(ii)(III) 


2663(a)(2)(A) 
(ii)(IV) 


1161 


356, 
1091 

356, 
1092 


356, 
1093 

356, 
1093 

356, 
1093 

356, 
1093 

356, 
1093 


784 
784 
795 

799 
799 

799 
799 
799 


*1305 


*1305 


*1310 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


3 


P.L.  98-369  (Cont.) 


H.  Rep.  S.  Prt. 

98-432  H.  Rep.  98-169 

S.S.  Act      P.L.  98  Vol.  I  98-A32  Vol.  I        H.C.  Rep. 

Subject  Section        Section  Stat  ♦      Vol.  II  Part  2  Vol.  II  98-861 


Child's  Benefits 
(technical  correction) 


Child's  Benefits 
(technical  correction) 


202(d)(1) 
(G)(i) 

202(d)(1) 
(G)(III) 


2663(a)(2)(A) 
(ii)(V) 

2663(a)(2)(A) 
(ii)(IV) 


1161 


1161 


356, 
1093 


800 


799 


1413 


1413 


Child's  Benefits 
(technical  correction) 


Child's  Benefits 
(technical  correction) 


202(d)(1) 
(G)(IV) 

202(d)(7) 
(A) 


2663(a)(2)(A) 
(ii)(IV) 


2663(a)(2)(A) 
(iii) 


1 161 


1161 


356, 
1093 

356, 
1094 


800 


800 


1413 


1413 


Widow's  Benefits  202(e)(1)  2663(a)(2)(B)  1161  356, 

(technical  correction)  (i)  1095 

Widow's  Benefits  202(e)(1)  2663(a)(2)(B)  1161  356, 

(technical  correction)  (ii)  1096 

Widow's  Benefits  -  202(e)(2)  2661(c)(1)  1156  356, 

Amount  (citation  (A)  1096 
correction) 


800 


800 


784 


a  305 


1413 


1413 


1413 


Widow's  Benefits 
(technical  correction) 


Widow's  Benefits 
(technical  correction) 


202(e)(2)  2661(c)(2)(A)  1156  356, 
(C)  1096 


202(e)(2)  2661(c)(2)(B)  1156  356, 
(C)  1096 


784 
784 


*1305 


*1305 


1413 


1413 


Widow's  Benefits  - 
Amount  of  Public 
Pension  Offset 
(citation  correction) 


202(e)(7)  2661(c)(3) 


1156 


356, 
1096 


784 


*1305 


1413 


Widower's  Benefits  - 
Retirement  Age 
(technical  correction) 


202(f)(1)  2661(d)(1)  1156 
(C)(ii) 


356, 
1097 


785 


*1306 


1413 


Widower's  Benefits 
(technical  correction) 


202(f)(1)     2663(a)(2)(C)  1161 


356, 
1097 


800 


1413 


Widower's  Benefits  - 
Public  Pension  Offset 
(citation  correction) 


202(f)(2)  2661(d)(2)  1156 
(A) 


356, 
1097 


785 


a306 


1413 


Widower's  Benefits 
(technical  correction) 


202(f)(3)  2661(d)(3)  1156 
(C) 


356, 
1098 


785 


a306 


1413 


Widower's  Benefits 
(technical  correction) 


202(f)(3)  2663(a)(2)(D)  1161 
(D)(i) 


356, 
1098 


800 


1413 


Lump  Sum  Death 
Payments  (technical 
correction) 


202(i)  2663(a)(2)(E)  1161 


800 


1413 


P.L.  98-369  (Cont.) 


4 


H.  Rep.  S.  Prt. 

98-432  H.  Rep.  98-169 

S.S.  Act      P.l.                     98            Vol.  I  98-432  Vol.  I  H.C.  Rer- 

Subject                        Section        Section               Stat .      Vol.  II  Part  2  Vol.  II  98-861 


Reduction  of  Benefits 
(technical  correction) 


202(Q)f 3) 


2662(f.)(l) 


1159 


795 


1413 


Reduction  of  Benefits 
(technical  correction) 


202(q)(3) 
(G) 


2663(a)(2)(F)  1161 
(i) 


801 


1413 


Reduction  in  Benefits  202(q)(7) 

(technical  correction)  (E) 

Reduction  in  Benefits  -  202(q)(9) 

Retirement  Age  (B)(i) 
(citation  correction) 


2663(a)(2)(F)  1161 
(ii) 


2661(e) 


1156 


356, 
1099 

356, 
1099 


801 


785 


*1306 


1413 
1413 


Suspension  of  202(t)(4) 
Benefits  of  Aliens  (E) 
(technical  correction) 


2663(a)(2)(G)  1161 
(i) 


356, 
1099 


801 


1413 


Suspension  of  202(t)(4) 
Benefits  of  Aliens  (E) 
(technical  correction) 


2663(a)(2)(G)  1161 
(ii) 


356, 
1099 


801 


1413 


Conviction  of  202(u)(l) 
Subversive  Activities  (B) 
(citation  correction) 


2663(a)(2)(H)  1161 


356, 
1100 


801 


1413 


Limitation  of  Payments 
to  Prisoners 
(technical  correction) 


202(x) 


2661(f) 


1156 


356, 
1100 


785 


*1306 


1413 


Reduction  in  Benefits  - 
Family  Maximum 
(technical  correction) 


203(a)(8)     2663(a)(3)(A)  1161 


356, 
1101 


801 


1413 


Reduction  in  Benefits  - 
Deductions  for  Work 
Outside  U.S. 
( conforming  amendment ) 


203(d)(1)  2661(g)(1)(A)  1157 
(A)  (i) 


345, 
1101 


785 


*1306 


1413 


Reduction  in  Benefits  - 
Deductions  for  Work 
Outside  U.S. 
(conforming  amendment) 

Reduction  in  Benefits  - 
Deductions  for  Work 
Outside  U.S. 
(technical  correction) 

Reduction  of  Benefits  - 
Months  to  Which 
Earnings  Charged 
(citation  correction) 


203(d)(2)     2661(g)(1)(A)     1157  345, 
(ii)  1101 


203(d)(2)    2663(a)(3)(B)     1162  356. 

1101 


203(f)(5)  2663(a)(3)(C)  1162  356, 
(B)(ii)  1102 


786 


801 


801 


1306 


1413 


1413 


1413 


5 


P.L.  98-369  (Cont.) 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep. 

98  Vol.  I  98-A32 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Key. 
Vol.  II  98-861 


Reduction  of  Benefits 
Months  to  Which 
Earnings  Charged  - 
Retirement  (effective 
date  clarification) 


203(f)(5)  2662(f)(2)(A) 
(C) 


1159  — 


795 


1413 


Reduction  of  Benefits  - 
Months  to  Which 
Earnings  Charged 
(technical  correction) 


203(f)(5)  2662(c)(1) 
(D)(i) 


1159  — 


795 


1413 


Reduction  of  Benefits  - 
Months  to  Which 
Earnings  Charged 
(technical  correction) 


203(f)(8)  2663(a)(3)(D) 
(B) 


1162 


336, 
1102 


801 


1413 


Reduction  of  Benefits  - 
Months  to  Which 
Earnings  Charged 
(technical  correction) 


203(f)(8)  2663(a)(3)(D) 
(C) 


1162 


356, 
1102 


801 


1413 


Reduction  of  Benefits 
Months  to  Which 
Earnings  Charged  - 
Definition  of 
Retirement  Age 


203(f)(9)  2661(g)(2)(A) 
New 


1157 


1413 


Reduction  of  Benefits 
Report  of  Earnings  - 
Prevention  of 
Overpayments 


203(h)(4)  2602(a) 
New 


1127  — 


1387 


Evidence  and  Procedure 
Railroad  Retirement 
(citation  correction) 


205(c)(5)  2663(a)(4)(A) 
(D) 


1162 


356, 
1105 


802 


1413 


Evidence  and  Procedure 
Railroad  Retirement 
(citation  correction) 


205(c)(5)  2663(e)(4)(B) 
(I) 


1162 


356, 
1105 


802 


1413 


Evidence  and  Procedure 
Contempt  (technical 
correction) 


205(e)  2663(a)(4)(C)  1162 


356, 
1105 


802 


1413 


Evidence  and  Procedure 
Action  Against  U.S. 
(citation  correction) 


205(h)  2663(a)(4)(D)  1162 


356, 
1105 


802 


1413 


Evidence  and  Procedure  - 
Certification  of  Payment 
(technical  correction) 


205(i)  2663(a)(4)(E)  1162 


356, 
1105 


802 


1413 


P.L.  98-369  (Cont.) 


6 


Subj  ect 


S.S.  Act 

Section 


P.L. 

Section 


98 

Stat 


H.  Rep. 

98-432 
Vol.  I 
Vol.  II 


H.  Rep, 

98-432 
Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Key 

Vol.  II  98-861 


Evidence  and  Procedure  - 
Delegation  of  Authority 
(technical  correction) 

Evidence  and  Procedure  - 
Federal  Service 
(citation  correction) 


205^)  2663(j)(4)  1171 


205(p)(l)     2663(a)(4)(F)  1162 


356, 
1106 


356, 
1106 


802 


1413 


1413 


Evidence  and  Procedure 
Death  Certificates 
(technical  correction) 

Evidence  and  Procedure 
Death  Certificates 
(citation  correction) 

Evidence  and  Procedure 
Death  Certificates 
(citation  correction) 


-     205(r)  2661(h)(3)  1157 


205(r)(4)     2661(h)(1)  1157 


-    205(r)(7)     2661(h)(2)  1157 


356, 
1107 


356, 
1107 


356, 
1107 


786 


786 


786 


4307  1413 


*1307  1413 


*1307  1413 


Penalties  -  Intent 
(technical  correction) 

Penalties  -  Purpose 
(technical  correction) 

Penalties  -  Social 
Security  Number 
Disclosure 

(technical  correction) 

Definition  of  Wages  - 
Benefits  (conforming 
amendment ) 

Definition  of  Wages  - 
Maximum  Earnings 
(technical  correction) 

Definition  of  Wages  - 
Maximum  Earnings 
(technical  correction) 

Definition  of  Wages  - 
Maximum  Earnings 
(technical  correction) 

Definition  of  Wages  - 
Maximum  Earnings 
(technical  correction) 

Definition  of  Wages  - 
Maximum  Earnings 
(technical  correction) 


208(f)  2663(a)(5)  1162 

208(g)  2663(a)(5)  1162 

208(h)  2663(a)(5)  1162 


209  531(d)(1)(B)  884 

(i) 


209(a)(5)     2663(a)(6)(A)  1162 
(i) 


209(a)(6)     2663(a)(6)(A)  1162 
(i) 


209(a)(7)    2663(a)(6)(A)  1162 
(i) 


209(a)(8)     2663(a)(6)(A)  1162 
(i) 


209(a)(9)     2663(a)(6)(A)  1162 
(i) 


356, 
1108 


356, 
1108 


356, 
1108 


356, 
1109 


356, 
1109 


356, 
1109 


356, 
1109 


356, 
1109 


802 


802 


802 


803 


803 


803 


803 


803 


1413 


1413 


1413 


1166 


1413 


1413 


1413 


1413 


1413 


7 


P.L.  98-369  (Cont.) 


H.  Rep.  S.  Prt. 

98-432  H.  Rep.  98-169 

S.S.  Act      P.L.  98  Vol.  I  98-432  Vol.  I        H.C.  Rey 

Subject  Section        Section  Stat  .      Vol.  II  Part  2  Vol.  II  98-861 


Definition  of  WAges  - 
Exclusions  -  Sick  or 
Accident  Pay  (effective 
date  clarification) 


209(b)(1)     2662(f)(2)(A)  1159 


795 


1413 


Definition  of  Wages  - 
Exclusion  -  Medical 
Expenses  (effective 
date  clarification) 


209(b)(2)     2662(f)(2)(A)  1159 


795 


1413 


Definition  of  Wages 
Exclusion  -  Death 
Benefits  (effective 
date  clarification) 


209(b)(3)    2662(f)(2)(A)  1159 


795 


1413 


Definition  of  Wages  - 
Exclusion  -  Retirement 
(effective  date 
clarification) 


209(c) 


2662(f)(2)(A)     1159  — 


795 


1413 


Definition  of  Wages  - 
Exclusion  (technical 
correction) 


209(e) 


2663(a)(6)(A)  1162 
(v) 


803 


*1307 


1413 


Definition  of  Wages  - 
Exclusion  -  Bond 
Purchase  Plan  (effective 
date  clarification) 


209(e)(4)     2662(f)(2)(A)  1159 


282 


795 


1413 


Definition  of  Wages 
Exclusion  -  Bond 
Purchase  Plan  - 
Applicable  Period 


209(e)(4)  491(d)(39) 


851 


282, 
1110 


1130 


Definition  of  Wages  - 
Exclusion  -  Annuity 
Contract  (effective  date 
clarification ) 


209(e)(5)    2662(f)(2)(A)  1159 


795 


1413 


Definition  of  Wages  - 
Exclusion  -  Governmental 
Deferred  Compensation 
(effective  date 
clarification) 


209(e)(6)     2662(f)(2)(A)     1159  — 


795 


1413 


Definition  of  Wages  - 
Exclusion  -  Welfare  Plan 
(effective  date 
clarification) 


209(e)(7)     2662(f)(2)(A)     1159  — 


795 


1413 


Definition  of  Wages  - 
Exclusion  -  Pension 
Supplement  (technical 
correction) 


209(e)(7)  2661(i)(l) 


1157 


356, 
1)20 


786 


1413 
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Definition  of  Wages  -  209(f)  2663(a)(6)(A)     1162        356,  803  ~  1413 

Exclusion  -  Employer  (v)  1110 

Assumption  of  Payment 
(technical  correction) 


Definition  of  Wages  -  209(i)  2662(f)(2)(A)     1159        —  795  —  1413 

Exclusion  -  Non  Work 
Over  Age  62  (effective 
date  clarification) 


Definition  of  Wages  - 
Exclusion  -  Allowable 
Deduction  (technical 
correction) 

Definition  of  Wages  - 
Exclusion  -  Non  Cash 
Tips  (technical 
correction) 


209(k)  2663(a)(6)(A)     1162  356, 

(v)  1110 


2090^)  2663(a)(6)(A)     1162  356, 

(v)  1110 


803 


803 


1413 


1413 


Definition  of  Wages  -  209(m)  2663(a)(6)(A)     1162        356,  803  ~  1413 

Termination  of  (v)  1110 

Employment  by  Death 

or  Disability  Retirement 

(technical  correction) 


Definition  of  Wages  -  209(m)(l)     2662(f)(2)(A)     1159        ~  795  ~  1413 

Exclusion  -  Employment  (A) 

Termination  by  Death 

(effective  date 

clarification) 


Definition  of  Wages  -  209(m)(l)     2662(f)(2)(A)     1159        ~  795  ~  1413 

Exclusion  -  Employment  (C) 

Termination  by  Retirement 

(effective  date 

clarification) 


Definition  of  Wages  - 
Exclusion  -  Posthumous 
Payment  (technical 
correction) 


209(n) 


2663(a)(6)(A)  1162  356, 
(v)  1111 


803 


1413 


Definition  of  Wages  - 
Exclusion  -  Payment  to 
Disability  Beneficiary 
(technical  correction) 


209(o) 


2663(a)(6)(A)  1162  356, 
(v)  nil 


803 


1413 


Definition  of  Wages  - 
Exclusion  -  Tax  Exempt 
Organization  (technical 
correction) 


209(p) 


2663(a)(6)(A)  1162  356, 
(11)  nil 


803 


1413 
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Definition  of  Wages  - 
Exclusion  -  Tax  Exempt 
Organization  (technical 
correction) 


209(p)(l)  2663(a)(6)(A)  1162  356, 
As  redes-  (iii)  1111 
ignated 


803 


1A13 


Definition  of  Wages  - 
Exclusion  -  Legal 
Services  Plan 
(technical  correction) 


209(p)(2)  2663(a)(6)(A)  1162  356, 
As  redes-  (iv)  1111 
ignated 


803 


1413 


Definition  of  Wages  - 
Exclusion  (technical 
correction) 


209(p)  2663(a)(6)(A)  1162 

(v) 


356, 
1111 


803 


1413 


Definition  of  Wages  - 
Certain  Exclusions  in 
Internal  Revenue  Code 
(technical  amendment) 


209(q)  531(d)(1)(B)  884 

(ii) 


1111 


684 


62, 
776 


1166 


Definition  of  Wages  - 
Certain  Exclusions  in 
Internal  Revenue  Code 
(technical  correction) 


209(q)  2663(a)(6)(A)  1162 

(v) 


356, 

nil 


803 


1413 


Definition  of  Wages  - 
Certain  Exclusions  in 
Internal  Revenue  Code 
(technical  amendment) 


209(r)  531(d)(1)(B)  884 

(ii) 


nil 


684 


62, 

776 


1166 


Definition  of  Wages  - 
Certain  Exclusions  in 
Internal  Revenue  Code 
(technical  correction) 


209(r)  2663(a)(6)(A)  1162 

(v) 


356, 

nil 


803 


1413 


Definition  of  Wages  - 
Certain  Exclusions  in 
Internal  Revenue  Code 

Definition  of  Wages  - 
Exclusion  -  Meals  and 
Lodging  (effective 
date  clarification) 


209(s)  531(d)(1)(B)  884 

New 


209 


(ii) 

2662(g)  1160 


303, 

nil 


684 


797 


*999, 

62, 

776 


1166 


1414 


Definition  of  Wages  - 
Contribution  to 
Employee's  Trust  - 
Pickup  by  State  Entity 
(technical  correction) 


209 


2661(i)(2)  1157 


356, 
1112 


786 


1415 


Definition  of  Wages  - 
Retired  Federal  Judges 
and  Justices  (effective 
date  clarification) 


209 


2662(a) 


1159 


795 


1413 
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Definition  of  Wages  - 
Employer  Contributions 
(effective  date 
clarification) 


209 


2662(f)(2)(A)  1159 


795 


1413 


Definition  of  Wages  - 
Uniformed  Service 
(citation  correction) 


209 


2663(a)(6)(B) 


1162  356, 
1111 


803 


1413 


Definition  of  Employment 
(technical  correction) 


210(a)(B)  2661(j) 
(ii) 


1157  356, 
1112 


787 


1413 


Definition  of  Employment 
(technical  correction) 


210(a)(C)  2661(j) 


1157  356, 
1112 


787 


1413 


Definition  of 
Employment  -  Alien 
Agricultural  Workers 
(technical  correction) 


210(a)(1)  2663(a)(7)(A) 
(A),  (B) 


1162  356, 
1112 


804 


1413 


Definition  of 
Employment  -  Coverage 
of  Federal  Employees 


210(a)(5)  2601(a)(1) 
(B) 


1122  346, 
1113 


787 


1385 


Definition  of 
Employment  -  Legislative 
Branch  Employees 
(technical  amendment) 


210(a)(5)  2601(a)(2)(A) 
(i) 


1123 


Definition  of 
Employment  -  Legislative 
Branch  Employees 
(technical  amendment) 


210(a)(5)  2601(a)(2)(A) 
(ii) 


1123 


Definition  of 
Employment  -  Legislative 
Branch  Employees 
(technical  amendment) 


210(a)(5)  2601(a)(2)(B) 
(D)(1) 
As  redes- 
ignated 


1123  — 


Definition  of 
Employment  -  Legislative 
Branch  Employees 
(technical  amendment) 


210(a)(5)  2601(a)(2)(B) 
(D)(II) 
As  redes- 
ignated 


1123 


Definition  of 
Employment  -  Legislative 
Branch  Employees 
(technical  amendment) 


210(a)(5)  2601(a)(2)(B) 
(D)(III) 
As  redes- 
ignated 


1123 


Definition  of 
Employment  -  Legislative 
Branch  Employees 
(technical  amendment) 


210(a)(5)  2601(a)(2)(A) 
(iii) 


1123 
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Definition  of  210(a)(5)     2601(a)(2)(A)  1123 

Employment  -  Legislative  (iv) 
Branch  Employees 
(technical  amendment) 

Definition  of  210(a)(5)     2601(a)(2)(A)     1123  789 

Employment  -  Legislative  (v) 
Branch  Employees 
(technical  amendment) 


Definition  of 
Employment  -  Legislative 
Branch  Employees 


210(a)(5) 
(G)  As 
redesig- 
nated 


2601(a)(2)(C)  1123 


80, 

991, 

*1298 


1385 


Definition  of  210(a)(5)     2662(a)  1159        —  792  *1310  1413 

Employment  -  In  Employ 
of  U.S.  (effective 
date  clarification) 


Definition  of  210(a)(6)     2662(a)  1159        ~  792  *1310  1413 

Employment  -  In  Employ 
of  U.S.  (effective 
date  clarification) 


Definition  of  210(a)(7)     2663(a)(7)(B)     1162        356,  804  ~  1413 

Employment  -  D.C.  (D)  1113 

Employment  (technical 
correction) 


Definition  of 
Employment  -  Church 
Employees  (technical 
amendment) 


210(a)(8)  2603(a)(1) 


1128  — 


Definition  of  210(a)(8) 

Employment  -  Church  (A)  As 

Employees  (technical  redesig- 

amendment)  nated 


2603(a)(1) 


1128  — 


Definition  of  210(a)(8) 
Employment  -  Church  (B)  New 

Employees 


2603(a)(1) 


1128  — 


79, 

986, 

*1291 


1383 


Definition  of 
Employment  -  Religious 
Orders  (citation 
correction) 


210(a)(9)  2663(a)(7)(C) 


1163  356, 
1114 


804 


1413 


Definition  of 
Employment  -  Schools 
(technical  correction) 


210(a)  2663(j)(3)(A)     1170        356,  ~  ~  1413 

(10)(B)        (i)  1114 
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Subject  Section        Section  Stat .      Vol.  II  Part  2  Vol.  II  98-861 


Definition  of 
Employment  -  Nonres- 
ident Alien 
(technical  correction) 

Definition  of 
Employment  -  Uniformed 
Services  (citation 
correction) 


210(i 
(19) 


2663(a)(7)(D)  1163 


210(1^(2) 


2663(a)(7)(E) 
(i) 


1163 


IIU 


356, 
lllA 


804 


804 


1413 


1413 


210(y)(3)     2663(a)(7)(F)  1163 


Definition  of  210(^(2)     2663(a)(7)(E)  1163 

Employment  -  Uniformed  (ii) 
Services  (citation 
correction) 

Definition  of 
Employment  -  Uniformed 
Services  (citation 
correction) 

Definition  of  210(j8(4)     2663( j ) ( 3) ( A)  1170 

Employment  -  Uniformed        (A)  (i) 
Services  (technical 
correction) 


356, 
1115 


356, 
1115 


356, 
1115 


804 


804 


1413 


1413 


1413 


Definition  of 
Employment  -  Member 
of  a  Uniformed  Service 
(citation  correction) 


210(m) 


2663(a)(7)(G) 
(i) 


1163 


356, 
1115 


804 


1413 


Definition  of 
Employment  -  Uniformed 
Services  -  National 
Oceanic  and  Atmospheric 
Administration  (technical 
correction) 


210(m) 


2663(a)(7)(G) 
(ii) 


1163 


356, 
1115 


805 


1413 


Definition  of 
Employment  -  Military, 
Naval,  or  Air  Service 
(technical  correction) 


210(m)(5) 


2663(a)(7)(G) 
(iii) 


1163 


356, 
1115 


805 


1413 


Definition  of  210(m)(5)  2663(a)(7)(G) 

Employment  -  Military  (B)  (iii) 
Naval  or  Air  Service 
(technical  correction) 


1163 


356, 
1115 


805 


1413 


Definition  of 
Employment  -  Military 
Selective  Service  Act 
(technical  correction) 


210(m)(5) 
(B) 


2663(a)(7)(G) 
(iv) 


1163 


356, 
1115 


805 


1413 
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Subject 
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Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep. 

98           Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep 

Vol.  II  98-861 


Definition  of 
Employment  -  Federal 
Employment  (effective 
date  clarification) 


210(p)  2662(a) 


1159 


792 


1413 


Self-Employment  -  Net 
Earnings  (citation 
correction) 


211(a)  2663(a)(8)(A)  1163 


356, 
1116 


805 


1413 


Self-Employment  -  Net 
Earnings  (citation 
correction) 


211(a)(3)  2663(a)(8)(B)  1163 
(A)  (i) 


356, 
1116 


805 


1413 


Self-Employment  -  Net 
Earnings  (technical  • 
correction) 


211(a)(3)  2663(a)(8)(B)  1163 
(B)  (ii) 


356, 
1116 


806 


1413 


Self-employment  -  Net 
Earnings  (citation 
correction) 


211(a)(4)     2663(a)(8)(C)  1163 


356, 
1116 


806 


1413 


Self-Employment  Income 
Church  Employees  - 
Expense  Deductions 
(technical  amendment) 


211(a)  2603(d)(1)(A)  1129 

(11) 


Self-Employment  Income 
Church  Employees  - 
Expense  Deductions 
(technical  amendment) 


211(a)  2603(d)(1)(B)  1129 

(12) 


Self -Employment  Income 
Church  Employees  - 
Expense  Deductions 


211(a)  2603(d)(1)(C)  1129 

(13)  New 


79, 

996, 

*1291 


1383 


Self -Employment  Income 
Partnership  - 
Agricultural 
(citation  correction) 


211(a)  2663(a)(8)(D)  1163 

(iii) 


356, 
1117 


806 


1413 


Self-Employment  Income 
Partnership  - 
Agricultural 
(citation  correction) 


211(a)  2663(a)(8)(D)  1163 

(iv) 


356, 
1117 


806 


1413 


Self-Employment  Income 
Maximum  Earnings 
(technical  correction) 


211(b)(1)  2663(a)(8)(E)  1163 
(D) 


356, 
1117 


806 


1413 


Self-Employment  Income 
Maximum  Earnings 
(technical  correction) 


211(b)(1)  2663(a)(8)(E)  1163 
(G) 


356, 
1117 


806 


1413 
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Self-Employment  Income 
Maximum  Earnings 
(technical  correction) 


211(b)(1)     2663(a)(8)(E)     1163  356, 


(H) 


1117 


806 


1413 


Self-Employment  Income 
Maximum  Earnings 
(technical  correction) 


211(b)(1)     2663(a)(8)(E)     1163  356, 


(I) 


1117 


806 


1413 


Self-Employment  Income 
Trade  or  Business 
(citation  correction) 


211(c)  2663(a)(8)(F)     1163  356, 

1118 


806 


1413 


Self-Employment  Income 
Trade  or  Business  - 
Church  Employees 
(technical  amendment) 


211(c)(2)  2603(c)(1)(A)  1129 
(E) 


Self-Employment  Income 
Trade  or  Business  - 
Church  Employees 
(technical  amendment) 


211(c)(2)  2603(c)(1)(B)  1129 
(F) 


Self-Employment  Income 
Trade  or  Business  - 
Church  Employees 


211(c)(2)  2603(c)(1)(C)  1129 
(G)  New 


79, 

996 
*1291 


1383 


Self-Employment  Income 
Trade  or  Business 
(citation  correction) 


211(c)(3)     2663(a)(8)(G)     1164  356, 

1118 


806 


1413 


Self-Employment  Income 
Partnership 
(citation  correction) 


211(d)  2663(a)(8)(H)     1164  356, 

1118 


806 


1413 


Self-Employment  Income 
Taxable  Year 
(citation  correction) 


211(e)  2663(a)(8)(I)     1164  356, 

1118 


807 


1413 


Self-Employment  Income 
Options  or  Commodities 
Dealers 


211(h)  102(c)(2)  622 

New 


22, 

293, 

*248 


909 


Quarters  of  Coverage  - 
Definition  (technical 
correction) 


213(a)(1)     2663(a)(9)(A)     1164  356, 

1118 


807 


1413 


Quarters  of  Coverage  - 
Amount  of  Wages 
(technical  correction) 


213(a)(2)  2663(a)(9)(B)  1164  356, 
(B)(ii)  1119 


807 


1413 


Computations  -  Primary 
Insurance  Amount 
(technical  correction) 


215(a)(1)  2663(a)(10)  1164  356, 
(B)(i)  (A)(i)  1119 


807 


1413 
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Computations  -  Primary 
Insurance  Amount 
(technical  correction) 


215(a)(1)  2663(a)(10) 
(B)(iii)  (A)(ii) 


1164 


356, 
1119 


807 


1413 


Computations  -  Primary 
Insurance  Amount 
(technical  correction) 


215(a)(1)  2663(a)(10) 
(C)(ii)  (A)(iii) 


1164 


356, 
1119 


807 


1413 


Computations  -  Primary 
Insurance  Amount 
(technical  correction) 


215(a)(4)  2663(a)(10)  1164 
(B)  (B) 


356, 
1121 


807 


1413 


Computations  -  Primary 
Insurance  Amount  - 
Benefits  from  Non- 
Covered  Employment 
(conforming  amendment) 


215(a)(7)  2661(k)(l) 

(B)(ii) 

(I) 


1157 


347, 
1121 


792 


*1307 


1413 


Computations  -  Primary 
Insurance  Amount  - 
Benefits  from  Non- 
Covered  Employment 
(technical  correction) 


215(a)(7)  2661(k)(2)  1158 
(C)(ii) 


356, 
1121 


792 


*1308 


1413 


Computations  - 
Recomputation  of 
Benefits  (technical 
correction) 


215(f)(2)  2663(a)(10)  1164 
(A)  (C) 


356, 
1124 


808 


1413 


Computations  -  Primary 
Insurance  Amount  - 
Benefits  from  Non- 
Covered  Employment 
(conforming  amendment) 


215(f)(9)  2661(k)(3)  1158 
(B)(i) 


347  , 
1125 


792 


*1308 


1413 


Computations  -  Public 
Health  Service  Officers 
(technical  correction) 


215(h)  2663(a)(10)  1164 

(D)(i) 


356, 
1125 


808 


1413 


Computations  -  Public 
Health  Service  Officers 
(technical  correction) 


215(h)(1)     2663(a)(10)  1164 
(D)(ii) 


356, 
1125 


808 


1413 


Computations  -  Cost-of- 
Living  Increase 
(conforming  amendment) 


215(i)(5)  2661(k)(4)  1158 
(A) 


346, 
1126 


792 


*1308 


1413 


Computations  -  Cost-of- 
Living  Increase 
(conforming  amendment) 


215(i)(5)  2661(k)(5)(A)  1158 
(B)(iii) 


346, 
1126 


793 


*1308 


1413 


Computations  -  Cost-of- 
Living  Increase 
(conforming  amendment) 


215(i)(5)  2661(k)(5)(B)  1158 
(B)(iv) 


346, 
1126 


793 


*1308 


1413 
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Computations  -  Cost-of- 
Living  Increase 
(conforming  amendment) 


215(i)(5)  2661(k)(5)(B)  1158 
(B)(v) 


346, 
1126 


793 


*1308 


1413 


Computations  -  Cost-of- 
Living  Increase 
(conforming  amendment) 

Definitions  -  Husband  - 
Deemed  Married 
Throughout  Month 
(conforming  amendment) 

Definitions  -  Family 
Status  (technical 
correction) 


215(i)(5)  2661(k)(5)(C)  1158 
(B)(v) 


216(f) 


216(h)(3) 
(A)(i) 


2661( 


(/(I) 


2661(j(i(2)  1158 


346, 
1127 


1158  348, 
1127 


356, 
1127 


793 


793 


793 


*1309 


*1309 


*1309 


1413 


1413 


1413 


Definitions  -  Family 
Status  (technical 
correction) 


216(h) 


2663(a)(ll)  1164 
(A) 


809 


1413 


Definitions  -  Period  216(i)(2) 
of  Disability  (B) 
(technical  correction) 


2662(c)(1)  1159 


795 


1413 


Definitions  -  Period 
of  Disability 
(technical  correction) 

Definitions  -  Period 
of  Disability 
(technical  correction) 


216(i)(2) 
(B) 


216(i)(2) 
(D) 


2661(/)(3)  1158 


2661(^(3)  1158 


356, 
1128 


356, 
1129 


794 


794 


*1309 


*1309 


1413 


1413 


Definitions  -  Period  216(i)(2) 
of  Disability  (F)(ii) 
(technical  correction) 


2663(a)(ll)  1164 
(B) 


356, 
1129 


809 


1413 


Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(a)(2) 


2663(j)(3)(A)  1170 
(ii) 


356, 
1130 


1413 


Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(a)(3) 


2663(j)(3)(A)  1170 
(ii) 


356, 
1130 


1413 


Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(b)(2) 


2663(j)(3)(A)  1170 
(ii) 


356, 
1130 


1413 


Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(d)(1) 


2663(a)(12)  1164 
(A) 


356, 
1131 


809 


1413 
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Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(d)(2)     2663(a)(12)        1164  356, 


(A) 


1131 


809 


1413 


Benefits  in  Case  of 
Veterans  -  National 
Oceanic  and 
Atmospheric 
Administration  Corps 
(technical  correction) 


217(e)(1)    2663(a)(12)        1164  356, 


(B) 


1132 


809 


1413 


Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(e)(2)     2663(j)(3)  1170  356, 


(A)(ii) 


1132 


1413 


Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(e)(3)    2663(j)(3)  1170  356, 


(A)(ii) 


1132 


1413 


Benefits  in  Case  of 
Veterans  -  Director, 
Office  of  Personnel 
Management  (technical 
correction) 


217(f)(1)     2663(a)(12)        1164  356, 


(C) 


1133 


809 


1413 


Benefits  in  Case  of 
Veterans  (technical 
correction) 


217(f)(1)     2663(j)(3)(A)     1170  356, 


(ii) 


1133 


1413 


State  and  Local 
Agreements 

(technical  correction) 


218(a)(1)     2663(j)(3)(A)     1170  356, 


(iii) 


1133 


1413 


State  and  Local 
Agreements 

(technical  correction) 


218(c)(4)     2663(j)(3)(A)     1170  356, 


(iii) 


1133 


1413 


State  and  Local 
Agreements 

(technical  correction) 


218(d)(3)     2663(j)(3)(A)     1170  356, 


(iii) 


1134 


1413 


State  and  Local 
Agreements 

(technical  correction) 


218(d)(7)     2663(j)(3)(A)     1170  356, 


(iii) 


1135 


1413 


State  and  Local 
Agreements 

(technical  correction) 


218(h)(2)    2663(j)(3)(A)     1170  356, 


(iii) 


1135 


1413 


State  and  Local 
Agreements 

(technical  correction) 


218(h)(3)     2663(j)(3)(A)     1170  356, 


(iii) 


1135 


1413 
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H.  Rep. 
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S.S.  Act      P.L.  98  Vol.  I 

Subject  Section        Section  Stat .      Vol.  II 


State  and  Local 
Agreements 

(technical  correction) 


218(i)  2663(j)(3)(A)  1170 

(iii) 


356, 
1136 


State  and  Local 
Agreements 

(citation  correction) 


218(i)  2663(a)(13)  1164 


356, 
1136 


State  and  Local 
Agreements 

(technical  correction) 


218(j) 


2663(j)(3)(A)  1170 
(iii) 


356, 
1136 


State  and  Local  218(k)(l) 
Agreements 

(technical  correction) 

State  and  Local  218 
Agreements 

(technical  correction) 


2663(j)(3)(A)  1170  356, 
(iii)  1136 


2663(j)(3)(A)  1170  356, 
(iii)  1136 


State  and  Local 
Agreements 

(technical  correction) 


218(p)(2) 


2663(j)(3)(A)  1170 
(iii) 


356, 
1137 


State  and  Local  218(q)(4) 
Agreements  (B) 
(technical  correction) 


2663(j)(2)(A)  1170 
(ii) 


356, 
1137 


State  and  Local  218(q)(6) 
Agreements  (B) 
(technical  correction) 


2663(j)(2)(A)  1170 
(ii) 


356, 
1138 


State  and  Local 
Agreements 

(technical  correction) 


218(r)(l) 


2663(j)(2)(A)  1170 
(ii) 


356, 
1138 


Disability 
Determinations 
(technical  correction) 


221(e) 


2663(a)(14)  1164 


356, 
1140 


Referral  for 
Rehabilitation  Services 
(citation  correction) 


222(a)  2663(a)(15)  1165 

(A) 


356, 
1142 


Referral  for 
Rehabilitation  Services 
(citation  correction) 


222(b)(1)    2663(a)(15)  1165 
(A) 


356, 
1142 


Referral  for 
Rehabilitation  Services 
(technical  correction) 


222(b)(3)     2663(a)(15)  1165 
(B) 


356, 
1143 
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Referral  for 
Rehabilitation 
Services  -  Students 
(conforming  amendment) 


222(b)(4)    2663(a)(15)  1165 
(C) 


356, 
1143 


810 


1413 


Disability  Insurance 
Benefits  (technical 
correction) 


223(a)(1)  2662(c)(2)  1159 
(B) 


795 


1413 


Disability  Insurance 
Benefits  (technical 
correction) 


223(c)(1)  2661(m)  1158 
(B)(i) 


356, 
1146 


798 


*1309 


1413 


Disability  Insurance 
Benefits  (technical 
correction) 


223(c)(1)  2661(m)  1158 
(B)(ii) 


1146 


794 


*1309 


1413 


Disability  Insurance 
Benefits  (technical 
correction) 


223(c)(1)  2661(m)  1158 
(B)(iii) 


356, 
1146 


794 


*1309 


1413 


Disability  Insurance 
Benefits  (technical 
correction) 


223(d)(2)  2663(a)(16)  1165 
(A) 


356, 
1147 


810 


1413 


Disability  Insurance 
Benefits  -  Payment  to 
Prisoners  (technical 
amendment ) 


223(f)  2662(i)  1160 


798 


1413 


Disability  Insurance 
Benefits  -  Payment  to 
Prisoners  (cross- 
reference) 


223(h)  2662(i)  1160 

New 


798 


*1311 


1413 


Entitlement  to 
Medicare  (technical 
correction) 


226(b)         2663(a)(17)  1165 


356, 
1151 


812 


1413 


Age  72  Benefits  - 
Eligibility 
(technical  correction) 


228(c)(4)  2662(e)  1159 
(C) 


795 


*1311 


1413 


Age  72  Benefits  - 
Eligibility  (technical 
correction) 


228(g)  2663(j)(3)(A)  1170 

(iv) 


356, 
1152 


1413 


Benefits  for  Members  of 
Uniformed  Services  - 
Trust  Funds 

(conforming  amendment) 


229(b)  2661(n) 


1158 


356, 
1153 


794 


1310 


1413 
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Adjustment  of 
Contribution  and 
Benefit  Base 
(technical  correction) 


230(c)  2663(a)(18)        1165  356, 

115A 


812 


1A13 


Individuals  Interned 
in  World  War  II 
(technical  correction) 


231(b)(3)     2663(j)(2)(A)     1170  356, 


(iii) 


115A 


1413 


Individuals  Interned 
in  World  War  II 
(technical  correction) 


231(b)(4)     2663(j)(2)(A)     1170  356, 


(iii) 


1154 


1413 


International 
Agreements  - 
Regulations  (techncal 
correction) 


233(d)  2663(j)(3)(A)  1170 

(v) 


1413 


Unemployment 
Compensation  Payment 
to  States 

(technical  correction) 


302(b)  2663(b)(1)  1165  356, 

1155 


812 


1413 


Unemployment 
Compensation  -  State 
Laws  (citation 
correction) 


303(a)(4)     2663(b)(2)  1165  356, 

1156 


812 


1413 


Uemployment 
Compensation  -  State 
Laws  (citation 
correction) 


303(a)(5)     2663(b)(3)(A)     1165  356, 

1156 


812 


1413 


Unemployment 
Compensation  -  State 
Laws  (technical 
correction) 


303(a)(5)     2663(b)(3)(B)     1165  356, 

1156 


812 


1413 


Unemployment 
Compensation  -  State 
Laws  (technical 
correction) 


303(c)(1)     2663(b)(4)  1165  356, 

1156 


812 


1413 


Unemploytiient 
Compensation  -  State 
Laws  (technical 
correction) 


303(c)(2)  2663(b)(4) 


1165  356, 
1156 


812 


1413 


Unemployment 
Compensation  -  State 
Laws  (technical 
correction) 


303(e)(2)  2663(b)(5) 
(A)(i) 


1165  356, 
1157 


812 


1413 
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Subject 
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Section 
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Stat . 
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Vol.  I  98-432 
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S.  Prt. 
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Vol.  I  H.C.  Rei 

Vol.  II  98-861 


Unemployment 
Compensation  -  State 
Laws  -  Information 
Exchange 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans 
(technical  correction) 

AFDC  -  State  Plans  - 
Exclusion  from 
Resources  -  Burial  Plots 
(technical  amendment) 

AFDC  -  State  Plans  - 
Exclusion  from 
Resources  -  Burial 
Plots 


303(f)  2651(d)  1149 

New 


80, 
993 
*1312 


402(a) 

402(a)(1) 

402(a)(2) 

402(a)(3) 

402(a)(4) 

402(a)(5) 

402(a)(5) 

402(a)(5) 

402(a)(6) 

402(a)(6) 


402(a)(7) 
(B)(i) 


2663(c)(1)(E) 
(i) 

2663(c)(1)(E) 
(ii) 

2663(c)(1)(E) 
(ii) 

2663(c)(1)(E) 
(ii) 

2663(c)(1)(E) 
(ii) 

2663(c)(1)(E) 
(ii) 

2663(c)(1)(E) 
(iii) 

2663(/)(l) 


2663(c)(1)(E) 
(ii) 

2663(jf)(l) 
2626 


1165 
1165 
1165 
1165 
1165 
1165 
1165 
1171 
1165 
1171 


356, 
1157 

356, 
1157 

356, 
1157 

356, 
1157 

356, 
1157 

356, 
1157 

356, 
1157 


356, 
1157 


402(a)(7)  2626 

(B)(ii) 

New 


1136 


1136  — 


813 


813 


813 


813 


813 


813 


814 


833 


813 


833 


1410 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1395 


i^DC  -  State  Plans  - 
Exclusion  from 
Resources  -  Intent 
to  Dispose  of  Property 

AFDC  -  State  Plans  - 
Work  Expense  Deduction 
Part-Time  Employment 


402(a)(7)  2626 

(B)(iii) 

New 


420(a)(8)  2622 
(A)(ii) 


1136 


1134 


1395 


1392 
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AFDC  -  State  Plans 
$30  Disregard  from 
Income  (technical 
amendment ) 


402(a)(8)  2623(a) 
(A)(iv) 


1134 


AFDC  -  State  Plans  - 
$50  Disregard  from 
Child  Support  Payments 
(technical  amendment) 


402(a)(8)  2640(c) 
(A)(iv) 


1146 


AFDC  -  State  Plans  - 
Full-Time  Students' 
Disregard 

(technical  amendment) 


402(a)(8)  2642(b) 
(A)(v) 


1146 


AFDC  -  State  Plans  - 
$50  Disregard  from 
Child  Support  Payments 


402(a)(8)  2640(c) 
(A)(vi) 


1146  — 


1407 


AFDC  -  State  Plans 
Full-Time  Students' 
Disregard 


402(a)(8)  2642(b) 

(A)(vii) 

New 


1146 


79, 

983 
*1288 


1409 


AFDC  -  State  Plans  - 
Definition  of  Earned 
Income  (technical 
amendment ) 


402(a)(8)  2625(a) 
(A) 


1135 


AFDC  -  State  Plans  - 
Continuation  of  $30 
Disregard  (technical 
amendment) 


420(a)(8)  2623(a) 
(A)(1) 


1134 


AFDC  -  State  Plans  - 
Continuaton  of  $30 
Disregard  (technical 
amendment) 


420(a)(8)  2623(a) 
(A)(II) 


1134  — 


AFDC  -  State  Plans  - 
Continuation  of  $30 
Disregard  -  Limitation 


402(a)(8)  2623(b)(1) 

(B)(ii) 

(I) 


1134 


1393 


AFDC  -  State  Plans  - 
Continuation  of  $30 
Disregard  -  Limitation 


402(a)(8)  2623(b)(2) 

(B)(ii) 

(I) 


1134 


1393 


AFDC  -  State  Plans  - 
Continuation  of  $30 
Disregard 


420(a)(8)  2623(c) 

(B)(ii) 

(II) 


1134 


1393 


AFDC  -  State  Plans  - 
Definition  of  Earned 
Income  (technical 
amendment) 


402(a)(8)  2625(a) 
(B) 


1135 
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AFDC  -  State  Plans  - 
Definition  of  Earned 
Income 

402(a)(8) 
(C)  New 

2625(a) 

1135 

79, 
982 
*1287 

1394 

AFDC  -  State  Plans  - 
Disclosure  of 
Information  -  Fugitive 
Felons 

402(a)(9) 

2636 

1142 

— 

— 

1403 

AFDC  -  State  Plans  - 
Disclosure  (technical 
correction) 

402(a)(9) 

2663(c)(1)(A) 

1165 

356, 
1157 

1413 

AFDC  -  State  Plans  - 
(technical  correction) 

402(a) 
(10)(A) 

2663(c)(1)(E) 
(ii) 

1165 

356, 
1158 

1413 

AFDC  -  State  Plans  - 
(technical  correction) 

402(a) 
(12) 

2663(c)(1)(E) 
(ii) 

1165 

356, 
1158 

1413 

AFDC  -  State  Plans  - 
Retrospective  Budgeting 

402(a) 
(13) 

2628(a) ( 1 ) 

1 136 

AFDC  -  State  Plans  - 
Retrospective 
Budgeting  -  Optional 

402(a) 
(  13)(A) 

2628(a)(2) 

1136 

1396 

AFDC  -  State  Plans  - 
Retrospective 
Budgeting  -  Optional 

402(a) 
( iJ)(b; 

2628(a)(2) 

1136 

1396 

AFDC  -  State  Plans  - 
Monthly  Reporting  - 
Optional 

402(a) 
( 14)(A) 

2628(b)(1) 

1137 

1158 

1396 

AFDC  -  State  Plans  - 
Monthly  Reporting  - 
Recent  Work  History 

402(a) 
(14)(A) 

2628(b)(2) 

1137 

1158 

1396 

AFDC  -  State  Plans  - 
Monthly  Reporting  - 
Recent  Work  History 

402(a) 
( 14)(A) 

2628(b)(3) 

1137 

1158 

1396 

AFDC  -  State  Plans  - 
Monthly  Reporting 
(technical  correction) 

402(a) 
(14) 

2663(c)(1)(B) 

1165 

AFDC  -  State  Plans  - 
Family  Planning 
(technical  correction) 

402(a) 
(15) 

2663(c)(1)(E) 
(ii) 

1165 

356, 
1159 

1413 

AFDC  -  State  Plans  - 
Family  Planning 
(technical  correction) 

402(a) 
(15)(A) 

2663(c)(1)(E) 
(iv) 

1166 

356, 
1159 

1413 
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AFDC  -  State  Plans  - 
Family  Planning 
(technical  correction) 


402(a)  2663(c)(1)(E)  1166 

(15)(B)  (iv) 


356, 
1159 


1413 


AFDC  -  State  Plans  - 
Child  Abuse 
(technical  correction) 


402(a)  2663(c)(1)(E)  1165 

(16)  (ii) 


356, 
1159 


1413 


AFDC  -  State  Plans 
Nonrecurring  Lump- 
sum Income 


402(a)  2632(b)(1)  1141 

(17) 


1399 


AFDC  -  State  Plans 
Nonrecurring  Lump- 
sum Income 


402(a)  2632(b)(2)  1141 

(17) 


1399 


AFDC  -  State  Plans 
Nonrecurring  Lump- 
sum Income 


402(a)  2632(a) 
(17) 


1141 


1399 


AFDC  -  State  Plans 
Nonrecurring  Lump- 
sum Income 


402(a)  2632(a) 

(17)(i) 

New 


1141 


1399 


AFDC  -  State  Plans 
Nonrecurring  Lump- 
sum Income 


402(a)  2632(a) 

(17)(ii) 

New 


1141 


1399 


AFDC  -  State  Plans 
Nonrecurring  Lump- 
sum Income 


402(a)  2632 

(17)(iii) 

New 


1141 


1399 


AFDC  -  State  Plans  - 
Increase  in  Gross 
Income  Limitation 


402(a)  2621 
(18) 


1134 


1392 


AFDC  -  State  Plans  - 
Earned  Income  of 
Full-Time  Students 


402(a)  2642(a) 
(18) 


1146 


79, 
983 
*1288 


1408 


AFDC  -  State  Plans  - 
Registration  for 
Employment  (technical 
correction) 


402(a)  2663(c)(1)(E)  1165 

(19)  (ii) 


356, 
1160 


1413 


AFDC  -  State  Plans  - 
Registration  for 
Employment  -  Pregnant 
Women  Exception 
(technical  amendment) 


402(a)  2631(1)  1141 

(19)(A) 

(vii) 


AFDC  -  State  Plans  - 
Registration  for 
Employment  -  Pregnant 
Women  Exception 
(technical  amendment) 


402(a)  2631(2) 

(19)(A) 

(viii) 


1141 
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AFDC  -  State  Plans  - 
Registration  for 
Employment  -  Pregnant 
Women  Exception 


402(a)  2631(3) 

(19)(A) 

(ix)  New 


1141 


1399 


AFDC  -  State  Plans  - 
Registration  for 
Employment  (citation 
correction) 


402(a)  2663(c)(1)(E)  1166 

(19)(D)  (v) 


1413 


AFDC  -  State  Plans  - 
Registration  for 
Employment  (technical 
correction) 


402(a)  2663(c)(1)(E)  1166 

(19)(F)  (iv) 


356, 
1161 


1413 


AFDC  -  State  Plans  - 
Work  Incentive 
Refusal  -  Exception 
to  Protective  Payment 
Requirement 


402(a)  2634(a)  1142 

(19)(F) 

(i) 


1401 


AFDC  -  State  Plans  - 
Work  Incentive 
Refusal  (citation 
correction) 


402(a)  2663(c)(1)(C)     1165  356, 

(19)(F)  1161 
(i) 


813 


1413 


AFDC  -  State  Plans 
Work  Incentive 
Refusal  (citation 
correction) 


402(a)  2663(c)(3)(B)     1166  356, 

(19)(F)  (i)  1161 
(i) 


813 


1413 


AFDC  -  State  Plans 
Work  Incentive 
Refusal  (technical 
correction) 


402(a)  2663(c)(1)(E)     1165  356, 

(19)(F)  (ii)  1162 
(ii) 


813 


1413 


AFDC  -  State  Plans  - 
Supportive  Services 
(technical  correction) 


402(a)  2663(c)(1)(D)     1165  356, 

(19)(G)  1162 
(iv) 


813 


1413 


AFDC  -  State  Plans  - 
Overpayment  -  Recovery 
for  Prior  Period  of 
Eligibility 


402(a)  2633(b)  1142 

(22)(A) 


1400 


AFDC  -  State  Plans  -  402(a) 
Overpayment  -  Cost  of  (22) 
Recovery  Exceeds  Amount 


2633(a) 


1141 


1400 


AFDC  -  State  Plans  - 
Cost  of  Living  Need 
Adjustments 

(technical  correction) 


402(a) 
(23) 


2663(c)(1)(E)  1165 
(ii) 


356, 
1163 


813 


1413 
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AFDC  -  State  Plans  -  402(a) 
Receipt  of  SSI  (24) 
(technical  correction) 


2663(c)(1)(E)  1165  356, 
(ii)  1163 


813 


1413 


AFDC  -  State  Plans  - 
Income  Verification 


402(a) 
(25) 


2651(b)(1) 


1149 


80, 

993 
*1311 


1410 


AFDC  -  State  Plans  -  402(a) 
Exception  to  Protective  (26)(B) 
Payment  Requirement 


2634(b)  1142 


1401 


AFDC  -  State  Plans  -  402(a) 
Protective  Payments  (26)(B) 
(technical  correction) 


2663(c)(3)(B)  1166  1164 
(ii) 


815 


1413 


AFDC  -  State  Plans  - 
SSA  Wage  Information 


402(a) 
(29) 

Repealed 


2651(b)(2)  1149 


80, 

993, 

1311 


1410 


AFDC  -  State  Plans  - 
Home  Energy  Assistance 
Income  Exclusion 
(technical  amendment) 


402(a) 
(34) 


2639(c)(1)  1145 


AFDC  -  State  Plans  -  402(a) 
Work  Transition  (35) 
(technical  amendment) 


2624(a)(1) 


1134 


AFDC  -  State  Plans  - 
Home  Energy  Assistance 
Income  Exclusion 
(technical  amendment) 


402(a) 
(35) 


2639(c)(1) 


1145  — 


AFDC  -  State  Plans  -  402(a) 
Work  Transition  (36) 
(technical  amendment) 


2624(a)(2) 


1135 


AFDC  -  State  Plans  -  402(a) 
Home  Energy  Assistance  (36) 
Exclusion 


2639(a) 


1144  — 


1406 


AFDC  -  State  Plans  - 
Home  Energy  Assistance 
Exclusion 

(technical  amendment) 


402(a) 
(36) 


2639(c)(1) 


1145 


AFDC  -  State  Plans  - 
Home  Energy  Assistance 
Exclusion 

(technical  amendment) 


402(a) 
(36) 


2639(c)(2) 


1145 
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AFDC  -  State  Plans  - 
Work  Transition 
(technical  amendment) 


402(a)  2640(a)(1) 
(36) 


1145 


AFDC  -  State  Plans  - 
Work  Transition 


402(a)  2624(a)(3) 
(37) 


1135 


1393 


AFDC  -  State  Plans  - 
Parents  and  Siblings 
Included  in  AFDC  Family 
(technical  amendment) 


402(a)  2640(a)(2) 
(37) 


1145 


AFDC  -  State  Plans  - 
Parents  and  Siblings 
in  AFDC  Family 


402(a)  2640(a)(3)  1145 

(38)  New 


79, 
980 
*1283 


1407 


AFDC  -  State  Plans  - 
Income  of  Parent  or 
Legal  Guardian 


402(a)  2640(a)(3)  1145 

(39)  New 


79, 
980 
*1283 


1407 


AFDC  -  State  Plans  - 
Waiver  of  Reporting 
Requirements 
Consistent  with  Food 
Stamp  Act  of  1977 


402(a)  2628(c) 


1137 


1396 


AFDC  -  State  Plans  - 
Report  of  Secretary 
(technical  correction) 


402(c)  2663(c)(1)(F)     1166        356,  814 

1167 


1413 


AFDC  -  State  Plans  - 
Earned  Income  Tax 
Credit 


402(d)  2629 
(1) 


1137  — 


1397 


AFDC  -  State  Plans  - 
Excess  of  Advanced 
Payments  (citation 
correction) 


402(d)  2663(c)(1)(G)     1166  — 

(2) 


1413 


AFDC  -  Payments  to  403(a) 
States  -  Amounts  (3) 
(technical  correction) 


2663(j)(3)(B)  1171  356, 
(i)  1167 


832 


1413 


AFDC  -  Payments  to  403(b) 
States  -  Procedures  (2) 
(technical  correction) 


2663(j)(2)(B)  1170  356, 
(i)  1168 


831 


1413 


AFDC  -  Payments  to  403(b) 
States  -  Procedures  (3) 
(technical  correction) 


2663(c)(2)(A)     1166  356, 
1169 


814 


1413 


AFDC  -  Payments  to  403(b) 
States  -  Procedures  (3) 
(technical  correction) 


2663(j)(2)(B)  1170  356, 
(i)  1169 


831 


1413 
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AFDC  -  Payments  to 
States  -  Excess 
Payments  in  the 
Territories 
(technical  correction) 


A03(j) 
(ii) 


2663(c)(2)(B)     1166  356, 
1170 


1A13 


AFDC  -  Definitions  -  406(b) 
Foster  Home  Care  (2)(C) 
(technical  amendment) 


2663(c)(3)(A)     1166  356, 
1171 


il4 


1413 


AFDC  -  Definitions  -  406(b) 
Foster  Home  Care  (2)(D) 
(conforming  amendment) 


2663(c)(3)(A)     1166  356, 
1171 


814 


1413 


AFDC  -  Definitions  - 
Foster  Home  Care 
(technical  amendment) 


406(b) 
(2)(E) 
Redes- 
ignated 
as  (D) 


2663(c)(3)(A)     1166  1171 


814 


1413 


AFDC  -  Definitions  - 
Foster  Home  Care 
(technical  amendment) 


406(b) 


2663(c)(3)(B)  1166  1171 
(i) 


!15 


1413 


AFDC  -  Definitions  -  406(g) 
Medicaid  Coverage  (1) 
of  Pregnant  Women 
(technical  amendment) 


2361(c)  1104  — 


AFDC  -  Definitions  -  406(g) 

Medicaid  Coverage  (1)(A) 
of  Pregnant  Women 
(techcnial  amendment) 


2361(c) 


1104 


AFDC  -  Definitions  - 
Medicaid  Coverage 
of  Pregnant  Women 
(technical  amendment) 


406(g) 
(1)(B) 


2361(c) 


1104 


AFDC  -  Definitions 
Medicaid  Coverage 
of  Pregnant  Women 

AFDC  -  Unemployed 
Parents  (technical 
correction) 


406(g) 
(2) 


407(b) 
(1)(C) 


2361(c) 


1104 


2663(c)(4)(A)     1166  356, 
1172 


815 


1359 


1413 


AFDC  -  Unemployed 
Parents  -  Certification 
to  Secretary  of  Labor 
(technical  correction) 


407(b) 
(2)(A) 


2663(c)(4)(B)     1166  356, 
1172 


815 


1413 
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AFDC  -  Unemployed 
Parents  -  Registration 
(technical  correction) 


407(e)  2663(j)(3)(B)     1171  356, 

(ii)  1172 


832 


1413 


AFDC  -  Community  Work 
Experience  - 
Displacement 
(technical  correction) 


409(a)  2663(c)(5)(A)     1166  356, 


(1)(B) 


1173 


815 


1413 


AFDC  -  Community  Work 
Experience  - 
Transportation  Costs 
(technical  amendment) 


409(a)  2627(1)  1136  ~ 

(1)(F) 


AFDC  -  Community  Work 
Experience  - 
Transportation  Costs 
(technical  amendment) 


409(a)  2627(2) 

(1)(F) 

(i) 


1136 


AFDC  -  Community  Work 
Experience  - 
Transportation  Costs 


409(a)  2627(2) 

(1)(F) 

(ii)  New 


1136 


1396 


AFDC  -  Community  Work 
Experience  -  State 
Authority  (technical 
correction) 


409(a)  2663(c)(5)(B)     1166  356, 


(3) 


1173 


815 


1413 


AFDC  -  Community  Work 
Experience  -  Federal 
Agencies 


409(a)  2641(a) 
(4)  New 


1146 


79, 
983 
*1287 


1408 


AFDC  -  Food  Stamp 
Distribution  - 
Allotment  Charges 
(citation  correction) 


410(a)         2663(c)(6)  1166  356, 

1174 


815 


1413 


AFDC  -  Food  Stamp 
Distribution  - 
Allotment  Charges 
(citation  correction) 


410(c)  2663(c)(6) 


1166  356, 
1174 


815 


1413 


AFDC  -  Access  to 
Wage  Information 


411  2651(b)(3) 
Repealed 


1149 


80, 
993 
*1311 


1410 


AFDC  -  Work 
Supplementation 
Program  -  Need  Standard 
Adjustment 

(technical  correction) 


414(b) 
(5) 


2663(c)(7)(A)  1166 


815 


1413 
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AFDC  -  Work 
Supplementation 
Program  -  Modification 
of  Requirements 
(technical  amendment) 


414(b) 
(6) 


2638(a)(1)(A)  1143 


AFDC  -  Work 
Supplementation 
Program  -  Modification 
of  Requirements 
(technical  amendment) 


414(b) 
(6)(A) 


2638(a)(1)(B)     1143  — 


AFDC  -  Work  414(b) 

Supplementation  (6)(B) 

Program  -  Modification  New 
of  Requirments 


2638(a)(1)(B)  1143 


1405 


AFDC  -  Work 
Supplementation 
Program  -  Modification 
of  Requirements 


414(c) 
(3)(A) 


2638(a)(2)(A)     1143  — 


1405 


AFDC  -  Work  414(c) 
Supplementation  (3)(B) 
Program  -  Modification 
of  Requirements 


2638(a)(2)(B)  1143 


1405 


AFDC  -  Work 
Supplementation 
Program  -  Modification 
of  Requirements 


414(c) 
(3)(B) 


2638(a)(2)(C)     1143  — 


1405 


AFDC  -  Work 
Supplementation 
Program  -  Modification 
of  Requirements 


414(c)  2638(a)(2)(D)  1143 

(3)(C) 

Stricken 


1405 


AFDC  -  Work 
Supplementation 
Program  -  Limitation 
on  Amounts 


414(d)  2638(a)(3)(A)     1143  — 


1405 


AFDC  -  Work 
Supplementation 
Program  -  Modification 
of  Requirements 


414(d)  2638(a)(3)(B)  1143 


1405 


AFDC  -  Work 
Supplementation 
Program  -  Modification 
of  Requirements 


414(h)  2638(a)(4)  1144 


1405 
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AFDC  -  Income  and  415(b) 

Resources  of  Alien's  (1)(B) 

Sponsor  -  Amount  (ii) 
(technical  correction) 


2663(c)(7)(B)  1166 


356, 
1174 


816 


1413 


AFDC  -  Eligibility 
Requirments  for 
Aliens  -  Unavailability 
of  Sponsor 

Child  Welfare 
Services  - 
Appropriations 
(technical  correction) 


415(c) 
(1) 


420(b) 


2635 


1142  — 


2663(c)(8)  1166 


356, 
1175 


816 


1403 


1413 


Work  Incentive 
Program  - 

Appropriations  -  Transfer 
(technical  correction) 


431(a) 


2663(j)(2)(B) 
(ii) 


1170 


356, 
1175 


831 


1413 


Work  Incentive 
Program  - 
Establishment  of 
Programs  (technical 
correction) 


432(d) 


2663(k) 


1171 


356, 
1176 


833 


1413 


Work  Incentive 
Program  - 
Establishment  of 
Programs  (technical 
correction) 


432(f)(1)  2663(k) 


1171 


356, 
1176 


833 


1413 


Work  Incentive 
Program  -  Operation 
of  Program  (technical 
correction) 


433(g) 


2663(k) 


1171 


356, 
1176 


833 


1413 


Work  Incentive 
Program  -  Incentive 
Payment  -  Authority 
(technical  correction) 


434(b) 


2663(k) 


1171 


356, 
1176 


833 


1413 


Work  Incentive 
Program  -  Period  of 
Enrollment  -  Regulations 
(technical  correction) 


436(b) 


2663(j)(2)(B)  1170 
(iii) 


356, 
1177 


831 


1413 


Work  Incentive 
Program  -  Rules  and 
Regulations 
(techical  correction) 


439 


2663(j)(2)(B)  1170 
(iv) 


356, 
1177 


831 


1413 
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Work  Incentive 
Program  -  Evaluation 
and  Research 
(technical  correction) 


441 


2663(j)(2)(B)  1170  356, 
(v)  1177 


831 


1413 


Work  Incentive 
Program  -  Evaluation 
and  Research 
(technical  correction) 


441(a) 


2663(c)(9)  1166  356, 

1177 


816 


1413 


Work  Incentive 
Program  -  Collection 
of  State  Share 
(technical  correction) 


443 


2663(j)(2)(B)  1170  356, 
(vi)  1178 


831 


1413 


Work  Incentive 
Program  -  Agreements 
With  Other  Agencies 
(technical  correction) 


444(a) 


2663(j)(2)(B)  1170  356, 
(vii)  1178 


831 


1413 


Work  Incentive 
Program  -  Agreements 
With  Other  Agencies 
(technical  correction) 


444(d) 


2663(c)(10)        1166  356, 
1178 


81( 


1413 


Work  Incentive  445(b) 

Program  -  Demonstration  (1)(E) 
Program  (citation 
correction) 


2663(c)(ll)        1166  356, 
1179 


816 


1413 


Child  Support  -  Duties 
of  the  Secretary 
(technical  correction) 


452(a) 


2663(j)(2)(B)  1170  356, 
(viii)  1180 


831 


1413 


Child  Support  -  452(c) 
Appropriation  of  IRS  (2) 
Collection 

(technical  correction) 

Child  Support  -  Parent  453(b) 
Locator  Service  (1) 
(technical  correction) 

Child  Support  -  Parent  453(b) 
Locator  Service  (2) 
(technical  correction) 

Child  Support  -  State  454(8) 
Plans  -  Service  (B) 
Establishment 
(technical  correction) 


2663(c)(12)        1166  356, 
1182 


2663(j)(2)(B)     1170  356^ 


(ix) 


1182 


2663(c)(13)        1166  356, 
1182 


2663(j)(2)(B)  1170  356, 
(x)  1182 


816- 


831 


816 


831 


1413 


1413 


1413 


1413 
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Child  Support  -  State 
Plans  -  Compliance 
(technical  correction) 


454(9)  2663(c)(14) 
(C)  (A) 


1167 


356, 
1183 


116 


1413 


Child  Support  -  State 
Plans  -  Computer 
Processing 

(technical  correction) 

Child  Support  -  State 
Plans  -  Reimbursement 
of  Costs  (technical 
correction) 


454(16)  2663(c)(14)  1167  356, 
(A)(ii)        (B)  1183 


454(17)        2663(c)(14)        1167  356, 
(C)  1184 


816 


817 


1413 


1413 


Child  Support  -  State 
Plans  -  Reimbursement 
of  Costs  (technical 
correction) 


454(17)  2663(c)(14) 
(C)(i) 


1167 


356, 
1184 


817 


1413 


Child  Support  -  State 
Plans  -  Reimbursement 
of  Costs  (technical 
correction) 


454(17)  2663(c)(14) 
(C)(ii) 


1167 


356, 
1184 


817 


1413 


Child  Support  -  State 
Plans  -  Reimbursement 
of  Costs  (technical 
correction) 


454(17)  2663(c)(14) 
(C)(iii) 


1167 


356, 
1184 


817 


1413 


Child  Support  -  State 
Plans  -  Reimbursement 
of  Costs  (technical 
correction) 


454(17)  2663(c)(14) 
(C)(iv) 


1167 


356, 
1184 


817 


1413 


Child  Support  -  Support 
Obligations  -  Legal 
Processes  (technical 
correction) 


456(a) 


2663(c)(15) 
(A) 


1167 


356, 
1184 


817 


1413 


Child  Support  -  Support  456(a)  2663(c)(15) 
Obligations  -  Legal  (1)  (B) 

Processes  (technical 
correction) 


1167 


356, 
1184 


817 


1413 


Child  Support  -  Support 
Obligations  -  Legal 
Processes  (technical 
correction) 


456(a)  2663(c)(15) 
(2)  (C) 


1167 


356, 
1184 


817 


1413 


Child  Support  -  Support 
Obligations  -  Legal 
Processes  (technical 
•-orrectlon) 


456(a)         2663(c)(15)  1167 


(3) 

As  re- 
designated 


(D) 


356, 
1184 


817 


1413 
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Child  Support  - 
Distribution  of 
Proceeds  -  $50 
Disregard 


457(b) 
(1)  New 


2640(b)(1) 


1145 


1407 


Child  Support  -  457(b) 

Distribution  of  (1) 

Proceeds  -  $50  Redesig- 

Disregard  (technical  nated  as 

amendment)  (2) 


2640(b)(1) 


1145 


Child  Support  - 
Distribution  of 
Proceeds  -  Amounts 
Returned  by  State 


457(b) 
(2)  As 
redesig- 
nated 


2640(b)(2) 
(A) 


1146 


1407 


Child  Support  -  457(b) 

Distribution  of  (2) 

Proceeds  -  $50  Redesig- 

Disregard  (technical  nated  as 

amendment)  (3) 


2640(b)(1) 


1145  — 


Child  Support  -  457(b) 

Distribution  of  (3)  As 

Proceeds  -  Asssistance  redesig- 

Reimbursement  nated 
(technical  amendment) 


2640(b)(2)(B)  1146 


Child  Support  -  457(b) 

Distribution  of  (3) 

Proceeds  -  $50  Redesig- 

Disregard  as  (4) 
(technical  amendment) 


2640(b)(1) 


1145  — 


Child  Support  -  457(b) 

Distribution  of  (4)  As 

Proceeds  -  $50  redesig- 

Disregard  nated 
(technical  amendment) 


2640(b)(2)(C)     1146  — 


Child  Support  - 
Incentive  Payment  to 
States  and  Localities 
(technical  correction) 


458 


2663(c)(16) 


1167 


356, 
1184 


818 


1413 


Child  Support  - 
Civil  Actions  to 
Enforce  (technical 
correction) 


460 


2663(j)(2)(B)  1170  356, 
(xi)  1185 


831 


1413 
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Child  Support  - 
Definitions  - 
Remuneration  for 
Employment  (technical 
correction) 


A62(f ) 
(2) 


2663(c)(17)        1167  356, 
1185 


818 


1413 


Foster  Care  and  474(b) 
Adoption  Assistance  -  (4)(A) 
Payments  to  States 
(technical  correction) 


2663(c)(18)  1167  356, 
(A)  1186 


818 


1413 


Foster  Care  and 
Adoption  Assistance  - 
Payments  to  States 
(technical  correction) 


474(c) 
(2) 


2663(c)(18)  1167  356, 
(B)  1187 


818 


1413 


Foster  Care  and 
Adoption  Assistance  - 
Payments  to  States 
(technical  correction) 


474(d) 
(1) 


2663(c)(18)  1167  356, 
(C)(i)  1187 


818 


1413 


Foster  Care  and  474(d) 
Adoption  Assistance  -  (1) 
Payments  to  States 
(technical  correction) 


2663(c)(18)  1167  356, 
(C)(ii)  1187 


818 


1413 


Maternal  and  Child 
Health  Services  - 
Authorization  for 
Appropriations  - 
Increase 


501(a) 


2372(a) 


1110 


75, 

956, 

*1236 


1370 


Maternal  and  Child 
Health  Services  - 
Payments  to  States 
(citation  correction) 


503(a) 


2373(a)(1)  1111 


1366 


Maternal  and  Child 
Health  Services  - 
Reports  and  Audits 
(citation  correction) 

Administration  -  Office 
of  Commissioner 
(technical  correction) 


506(d) 
(3) 


701 


2373(a)(2)  1111 


2663C£) 
(end) 


1171 


1366 


1413 


Administration  -  Office 
of  Commissioner 
(technical  correction) 


701 


2663(Je)(l) 


1171 


833 


1413 


Administration  -  Social 
Security  Board 
(technical  correction) 


702 


2663(j)(2)(C)  1170  356, 
(i)  1187 


831 


1413 
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Administration  -  Social 
Security  Board 
(technical  correction) 

Administration  - 
Expenses  of  the  Board 
(technical  correction) 

Administration  - 
Advisory  Council  - 
Department  Assistance 
(technical  correction) 


702 


703 


2663g^)(l)  1171 
2663g^)(l)  1171 


706(c)(1)     2663(j)(2)(C)  1170 
(ii) 


356, 
1188 


833 


833 


831 


1413 


1413 


1413 


Employment  Security  -  901(c)  2663(d)(1) 

Administrative  (1) 
Expenditures  (technical 
correction) 

Employment  Security  -         901(c)  2663(d)(1) 
Administrative  (3)(A) 
Expenditures  (technical 
correction) 


1167 


1167 


356, 
1189 


356, 
1190 


818 


818 


1413 


1413 


Employment  Security  -  901(c) 
Administrative  (3)(B) 
Expenditures  (technical 
correction) 


2663(d)(1) 


1167 


356, 
1190 


818 


1413 


Employment  Security  -  901(c)  2663(d)(1)  1167 

Administrative  (4) 
Expenditures  (technical 
correction) 

Employment  Security  -         901(f)  2663(d)(2)  1167 

Administrative  (3) 
Expenditures  (technical 
correction) 

Employment  Security  -         904(b)  2663(d)(3)  1167 

Unemployment  Trust 
Fund  (citation 
correction) 

Employment  Security  -         908(d)  2663(d)(4)  1167 

Federal  Advisory  Council 
(citation  correction) 


356, 
1190 


356, 
1191 


356, 
1192 


356, 
1192 


818 


818 


819 


819 


1413 


1413 


1413 


1413 


Aid  to  the  Blind  - 
State  Plans  -  Exchange 
of  Information 
(technical  amendment) 


1002(a) 
(12) 


2651(f)(1) 


1149 
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Aid  to  the  Blind  -  1002(a) 
State  Plans  -  Exchange  (13) 
of  Information 
(technical  amendment) 

Aid  to  the  Blind  -  1002(a) 
State  Plans  -  Exchange  (14) 
of  Information 


2651(f)(2)  1150 


2651(f)(2)  1150 


80, 

993, 

1311 


1410 


Peer  Review  -  Change 
in  Heading  (technical 
correction) 

General  Provisions  -  1101(a) 
Definitions  -  Secretary  (6) 
(technical  correction) 

General  Provisions  -  1101(a) 
Definitions  -  Federal  (8)(C) 
Percentage  (technical 
correction) 

General  Provisions  -  1101(a) 
Definitions  -  Federal  (8)(D) 
Percentage  (technical 
correction) 

General  Provisions  -  1101(a) 
Definitions  -  Shared  (9) 
Health  Facility 
(technical  correction) 

General  Provisions  -  1102 
Rules  and  Regulations 
(technical  correction) 


Title  XI      2354(a)(5)  1100 


General  Provisions  - 
Disclosure  of 
Information  -  Secretary 
(technical  correction) 

General  Provisions  - 
Disclosure  of 
Information  -  Secretary 
(technical  correction) 


General  Provisions  -  1106(b) 
Disclosure  of 
Information  -  Fees 
(technical  correction) 

General  Provisions  -  1107(a) 
Penalty  for  Fraud 
(citation  correction) 


2663(j)(l)  1170 


2663(e)(1)(A)  1167 


2663(e)(1)(A)  1167 


2663(e)(1)(B)  1167 


2663(j)(2)(D)  1170 
(i) 


1106(a)  2663(j?)  1171 
1106(a)        2663(J^(1)  1171 


2663(j)(2)(D)  1170 
(ii) 


2663(e)(2)(A)  1168 


356, 
1193 


356, 
1193 


356, 
1193 


356, 
1193 


356, 
1194 


356, 
1194 


842 


830 


819 


819 


819 


831 


833 


833 


831 


819 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1413 


1413 
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General  Provisions  -  1107(b) 
Penalty  for  Fraud  (1) 
(technical  correction) 


2663(e)(3)  1168  356, 

1194 


819 


General  Provisions  -  1107(b) 
Penalty  for  Fraud  (1) 
(technical  correction) 


2663(j)(2)(D)  1170  356, 
(iii)  1194 


831 


General  Provisions  - 
Limitation  on  Medicaid 
Payments  to  U.S. 
Possessions  -  Increase 


1108(c) 


2365(a) 


1108 


75, 

955, 

*1236 


General  Provisions  - 
Cooperative  Research 
or  Demonstration 
Project  -  For-Profit 
Organizations 


1110(a) 
(1) 


2331(a) 


1088 


76, 

963, 

*1249 


General  Provisions  - 
Appointment  of  Advisory 
Council  and  Others 
(technical  correction) 


1114(c) 


2663(j)(2)(D)  1170  356, 
(iv)  1195 


819 


General  Provisions  - 
Appointment  of  Advisory 
Council  and  Others 
(technical  correction) 


in4(g) 


2663(e)(4)(A)  1168 


General  Provisions  - 
Appointment  of  Advisory 
Council  and  Others 
(citation  correction) 


1114(h) 
(1) 


2663(e)(4)(B)     1168  356, 
1195 


820 


General  Provisions  - 
Demonstration  Projects 
(technical  correction) 


1115(a) 


2663(e)(5) 


1168  356, 
1195 


820- 


General  Provisions  -  1115(a) 
Demonstration  Projects  (1) 
(technical  correction) 


2663(e)(5) 


1168  356, 
1195 


820 


General  Provisions  -  1115(a) 
Demonstration  Projects  (2) 
(technical  correction) 


2663(e)(5) 


1168  356, 
1195 


820 


General  Provisions  - 
Review  of 
Administrative 
Determinations 
(technical  correction) 


1116(a) 
(1) 


2354(c)(2) 


1102 
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Review  of 
Administrative 
Determinations 
(technical  correction) 


1116(a)  2663(e)(6)(A)  1168  356, 
(1)  1196 


820 


1413 


General  Provisions  - 
Review  of 
Administrative 
Determinations 
(technical  correction) 


1116(a)  2663(e)(6)(B)  1168  356, 
(3)  1196 


820 


1413 


General  Provisions  - 
Review  of 
Administrative 
Deterainations 
(technical  correction) 


1116(b)        2354(c)(2)  1102 


General  Provisions  - 
Review  of 
Administrative 
Determinations 
(technical  correction) 


1116(b)        2663(e)(6)(A)     1168  356, 

1196 


820 


1413 


General  Provisions  - 
Review  of 
Administrative 
Determinations 
(technical  correction) 


1116(d)        2663(e)(6)(A)     1168  356, 

1196 


820 


1413 


General  Provisions  - 
Review  of 
Administrative 
Determinations 
(technical  correction) 


1116(d)        2663(e)(6)(C)     1168  356, 

1196 


820 


1413 


General  Provisions  -  1117 
Appointment  of  HCFA  New 
Administrator 


2332(a) 


1088  38, 
453, 
1197 


996 


77, 

965, 

*1254 


1324 


General  Provisions  - 
Approval  of  Certain 
Projects  (technical 
correction) 


1120 


2663(j)(2)(D)  1170  356, 
(v)  1197 


831 


1413 


General  Provisions  - 
Limitation  on  Capital 
Expenditures 
(technical  correction) 


1122(b)  2354(a)(1)(A)  1100  356, 
(1)  1197 


842 
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General  Provisions  - 
Limitation  on  Capital 
Expenditures 
(technical  correction) 


1122(b)        2354(a)(1)(B)     1100  356, 

1197 


842 


General  Provisions  - 
Limitation  on  Capital 
Expenditures 
(citation  correction) 


1122(i)        2354(a)(2)  1100  356, 

(3)  1197 


842 


General  Provisions  - 
Disclosure  of 
Convictions  of  Certain 
Offenses  (technical 
correction) 


1126(a)        2663(j)(2)(D)     1170  356, 
(vi)  1199 


831 


1413 


General  Provisions  - 
Adjustment  of  SSI 
Benefits  for  Receipt 
of  Retroactive 
Title  II  Benefits 


1127  2615(a)  1132 


79, 

984, 

*1288 


1391 


General  Provisions  - 
Exclusion  Resulting 
from  Conviction  of 
Certain  Medicare 
Offenses 

(technical  amendment) 


1128(b)  2333(a)(1) 
Redesig- 
nated as 
(c) 


1089 


General  Provisions  - 
Exclusion  Resulting 
from  Conviction  of 
Certain  Medicare 
Offenses 


1128(b)  2333(a)(2) 
New 


1089 


77. 

966, 

*1255 


1332 


General  Provisions  - 
Exclusion  Resulting 
from  Conviction  of 
Certain  Medicare 
Offenses 

(technical  amendment) 


1128(c)  2333(a)(1) 
Redesig- 
nated as 
(d) 


1089 


General  Provisions  - 
Exclusion  Resulting 
from  Conviction  of 
Certain  Medicare 
Offenses 

(technical  amendment) 


1128(d)  2333(a)(1) 
Redesig- 
nated as 
(e) 


1089 
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Section 


H.  Rep. 

98-A32  H.  Rep. 

98  Vol.  I  98-A32 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  1  H.C.  Rer 

Vol.  II  98-861 


General  Provisions  - 
Exclusion  Resulting 
from  Conviction  of 
Certain  Medicare 
Offenses 

(technical  amendment) 


1128(e)  2333(b)(1) 
As  redes- 


1089 


General  Provisions  - 
Exclusion  Resulting 
from  Conviction  of 
Certain  Medicare 
Offenses 

(technical  amendment) 


1128(e)  2333(b)(2) 

As  redes- 

nated 


1089 


General  Provisions  - 
Civil  Monetary 
Penalties  -  Violation 
of  Agreement  to 
Participate  (technical 
amendment ) 


1128A  2306(f)(1) 

(a)(2) 

(B) 


1073 


General  Provisions  - 
Civil  Monetary 
Penalties  -  Violation 
of  Agreement  to 
Part  icipate 

General  Provisions  - 
Civil  Monetary 
Penalties  - 
Notification  of  Peer 
Review  Organization 
(technical  correction) 


1128A  2306(f)(1) 

(a)(2) 

(C)  New 


1128A  2354(a)(3) 
(g) 


1073 


1100  356, 
1199 


73, 
940 


1313 


842 


General  Provisions  - 
Coordinated  Audits 
(technical  correction) 


1129(a)        2354(a)(4)  1100  356, 

1199 


842 


General  Provisions  - 
Notification  by  SSA 
of  Deferred  Vested 
Benefits  (technical 
correction) 


1131(a)  2663(e)(7)(A)  1168  356, 
(2)(B)  1200 


820 


1413 


General  Provisions  - 
Notification  by  SSA 
of  Deferred  Vested 
Benefits  (technical 
correction) 


1131(a)        2663(e)(7)(B)     1168  356, 

1200 


821 


1413 


General  Provisions 
Integrated  Service 
Delivery  -  Pilot 
Project 


1136  2630 
New 


1137 


1398 
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1137  2651(a)  1147        ~  ~  80,  1410 

New  993, 


1311 


Title  XI  2354(c)(3)(C)  1102 
Part  B 


1153(b)        2334(b)(1)  1090        —  ~  —  '325 

(2)(A) 


1153(b)        2347(c)(1)  1097        ~  —  78,  1353 

(2)(A)  979, 

*1282 


1153(b)        2334(b)(2)  1090        39,  —  77,  1324 

(2)(A)  453  967, 

*1259 


1153(b)        2347(c)(2)  1097        ~  —  78,  1353 

(2)(B)  979, 

*1282 


1153(b)        2347(c)(3)  1097        —  —  78, 

(2)(C)  979, 
Stricken  *1282 


1153(b)        2334(a)  1090        1200  997 

(3) 
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Health  Care  Peer 
Review  -  Contracts 
with  Peer  Review 
Organizations  - 
Clarification  of 
Affiliation 


1153(b)  2334(a) 

(3)(B) 

New 


1090  39, 
453, 
1201 


997 


77, 
967  , 
*1259 


1324 


Reconversion 
Unemployment 
Benefits  for  Seamen 


Title  2663(f) 
XIII 

Repealed 


1168  1201 


821 


Aid  to  the  Disabled  - 
Income  and  Eligibility 
Verification 
(technical  amendment) 


1402(a)  2651(g)(1) 
(11) 


1150 


Aid  to  the  Disabled  - 
Income  and  Eligibility 
Verification 
(technical  amendment) 


1402(a)  2651(g)(2)  1150 
(12) 


Aid  to  the  Disabled  - 
Income  and  Eligibility 
Verification 


1402(a)  2651(g)(2) 
(13) 


1150 


1410 


993, 
*1311 


Aid  to  Aged,  Blind, 
or  Disabled  -  Income 
and  Eligibility 
Verification 
(technical  amendment) 


1602(a)  2651(h)(1) 

(13) 

(State) 


1150 


Aid  to  Aged,  Blind, 
or  Disabled  -  Income 
and  Eligibility 
Verification 
(technical  amendment) 


1602(a)  2651(h)(2) 

(14) 

(State) 


1150 


Aid  to  Aged,  Blind, 
or  Disabled  -  Income 
and  Eligibility 
Verf ication 


1602(a)        2651(h)(3)  1150 

(15) 

(State) 


80, 

993, 

*1311 


1410 


Supplemental  Security 
Income  -  Basic 
Eligibility  for 
Benefits  (technical 
correction) 


1602  2663(j)(2)(E)     1170  356, 

(SSI)  1205 


831 


1413 


Supplemental  Security 
Income  -  Increase  in 
Assets  Limitation 
(technical  amendment) 


1611(a)        2611(a)(1)  1130  — 

(1)(B) 

(SSI) 
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Supplemental  Security 
Income  -  Increase  in 
Assets  Limitation 
(technical  amendment) 


1611(a)  2611(a)(2) 

(1)(B) 

(SSI) 


1130  — 


Supplemental  Security 
Income  -  Increase  in 
Assets  Limitation 
(technical  amendment) 


1611(a)  2611(b) 

(2)(B) 

(SSI) 


1130  — 


Supplmental  Security 
Income  -  Increase  in 
Assets  Limitation 


1611(a)  2611(c) 

(3) 

(SSI) 

New 


1130 


1387 


Supplemental  Security 
Income  -  Period  for 
Determination  of 
Benefits  (technical 
correction) 


1611(c)  2663(g)(1) 
(SSI) 


1168  356, 
1205 


821 


1413 


Supplemental  Security 
Income  -  Deemed  to 
Meet  Resources  Test 
(technical  correction) 


1611(g)  2663(g)(2) 
(SSI) 


1168  356, 
1206 


821 


1A13 


Supplemental  Security 
Income  -  Exclusion 
from  Income  -  Certain 
Alaska  Bonus  Payments 


1612(b)  2616(a) 

(2)(B) 

(SSI) 


1133  — 


1391 


Supplemental  Security 
Income  -  Exclusion 
from  Income  -  State 
Payments  (technical 
correction) 


1612(b)  2663(g)(3) 

(2)(B) 

(SSI) 


1168  356, 
1207 


821 


1413 


Supplemental  Security 
Income  -  Exclusion 
from  Income  -  Child 
Support  (technical 
correction) 


1612(b)  2663(g)(4) 

(9) 

(SSI) 


1168  356, 
1207 


821 


1413 


Supplemental  Security 
Income  -  Exclusion 
from  Income  -  Home 
Energy  Assistance 
(technical  amendment) 


1612(b)  2639(c)(1) 

(11) 

(SSI) 


1145  — 


Supplemental  Security 
Income  -  Exclusion 
from  Income  -  Home 
Energy  Assistance 
(technical  amendment) 


1612(b)  2639(c)(1) 

(12) 

(SSI) 


1145 
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Supplemental  Security  1612(b) 
Income  -  Exclusion  (13) 
from  Income  -  Home  (SSI) 
Energy  Assistance  - 
Extension 


2639(b) 


1144 


1406 


Supplemental  Security  1612(b) 
Income  -  Exclusion  (13) 
from  Income  -  Home  (SSI) 
Energy  Assistance 
(technical  amendment) 


2639(c)(1) 


1145 


Supplemental  Security  1612(b) 
Income  -  Exclusion  (13) 
from  Income  -  Home  (SSI) 
Energy  Assistance  - 
Extension 


2639(c)(2) 


1145 


1406 


Supplemental  Security  1613(a) 
Income  -  Exclusion  (5) 
from  Resources  -  (SSI) 
Underpayments 
(technical  amendment) 


2614(1) 


1132  — 


Supplemental  Security  1613(a) 
Income  -  Exclusion  (6) 
from  Resources  -  (SSI) 
Underpayments 
(technical  amendment) 


2614(2) 


1132 


Supplemental  Security  1613(a) 

Income  -  Exclusion  (7) 

from  Resources  -  (SSI) 

Underpayments  New 


2614(3) 


1132 


1390 


Supplemental  Security  1613(c) 
Income  -  Disposal  of  (SSI) 
Resources  -  Heading 
(technical  correction) 


2663(g)(5) 


1168  356, 
1207 


821 


1413 


Supplemental  Security  1614(a) 
Income  -  Meaning  of  (3)(E) 
Terms  -  Aged,  Blind  (SSI) 
or  Disabled 

(technical  correction) 


2663(g)(6) 


1168  356, 
1209 


821 


1413 


Supplemental  Security  1614(d) 
Income  -  Meaning  of  (1) 
Terms  -  Marital  (SSI) 
Relationship 
(technical  correction) 


2663(g)(7) 


1169  356, 
1210 


821 


1413 
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Supplemental  Security  1615(a) 

Income  -  Rehabilitation  (SSI) 
Services  (citation 
correction) 


2663(g)(8)  1169  356, 

1210 


822 


1413 


Supplemental  Security 
Income  -  Rehabilitation 
Services  (citation 
correction) 


1615(c) 
(SSI) 


2663(g)(8)  1169  356, 

1211 


822 


1413 


Supplemental  Security  1615(d) 
Income  -  Rehabilitation  (SSI) 
Services  (citation 
correction) 


2663(g)(8)  1169  356, 

1211 


822 


1413 


Supplemental  Security 
Income  -  State 
Supplementation 
Programs  (technical 
correction) 


1618(d) 
(SSI) 


2663(g)(9)(A)     1169  356, 
1211 


822 


1413 


Supplemental  Security 
Income  -  State 
Supplementation 
Programs  (technical 
correction) 


1618(d) 
(SSI) 


2663(g)(9)(B)     1169  356, 
1211 


822 


1413 


Supplemental  Security 
Income  -  State 
Supplementation 
Programs  (technical 
correction) 


1618(d) 
(SSI) 


2663(g)(9)(C)     1169  356, 
1211 


822 


1413 


Supplemental  Security  1621(b) 

Income  -  Aliens'  (2)(B) 

Sponsors  -  Increase  (SSI) 
in  Assets  Limitation 


2611(d)(1)  1131 


1387 


Supplemental  Security  1621(b) 

Income  -  Aliens'  (2)(B) 

Sponsors  -  Increase  (SSI) 
in  Assets  Limitation 


2611(d)(2)  1131 


1387 


Supplmental  Security 
Income  -  Aliens' 
Sponsors'  Income 
and  Resources 
(technical  correction) 


1621(e) 
(SSI) 


2663(g)(10)        1169  356, 
1213 


822 


141 


Supplemental  Security  1631(b) 

Income  -  Overpayment  (1) 

Recoupment  Limitation  (SSI) 
(technical  amendment) 


2612(a)(1)  1131 


47 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep, 

98           Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep 

Vol.  II  98-861 


Supplemental  Security 
Income  -  Overpayment 
Waiver  (technical 
correction) 


1631(b)  2663(g)(ll)  1169  356, 
(1)  (A)  1214 

(SSI) 


822 


1413 


Supplemental  Security 
Income  -  Overpayment 
Recoupment  Limitation 
(technical  amendment) 


1631(b) 
(1)(A) 
(SSI) 
As  rede- 
signated 


2612(a)(2) 


1131 


Supplemental  Security 
Income  -  Overpayment 
Recoupment  Limitation 


1631(b) 
(1)(B) 
(SSI) 
New 


2612(a)(2) 


1131 


.388 


Supplemental  Security 
Income  -  Excess 
Advanced  Payments 
(citation  correction) 


1631(b)  2663(g)(ll)  1169 
(2)  (B) 


822 


1413 


Supplemental  Security 
Income  -  Waiver  of 
Overpayment  Due  to 
Excess  Assets 
(technical  amendment) 


1631(b)  2613(1) 

(3) 

(SSI) 


1131 


Supplemental  Security 
Income  -  Waiver  of 
Overpayment  Due  to 
Excess  Assets  -  Deemed 
"Without  Fault" 


1631(b)        2613(2)  1132 

(3) 

(SSI) 

New 


1389 


Supplemental  Security 
Income  -  Application 
of  Certain  Title  II 
Rules  and  Procedures 
(citation  correction) 


1631(d)  2663(g)(12)  1169  356, 
(1)  1214 
(SSI) 


822 


1413 


Supplemental  Security 
Income  -  Supplementary 
Payments  -  Income 
and  Eligibility 
Verification  Systems 


1631(e)  2651(j) 

(1)(B) 

(SSI) 


1150 


80, 

993, 

*1311 


1410 


Medicare  -  Repeal  of  1814(a) 
Special  Tuberculosis  (2)(B) 
Treatment  Requirements 


2335(a)(1) 


1090 


39, 

455, 

1216 


999 


73, 

960, 

*1242 


1327 


Medicare  -  Repeal  of 
Special  Tuberculosis 
Treatment  Requirements 
(technical  amendment) 


1814(a) 
(2)(C) 
Redesig- 
nated as 
(B) 


2335(a)(1) 


1090 
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S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep. 

98            Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rei 

Vol.  II  98-861 


1814(a)        2335(a)(1)  1090  ~ 

(2)(D) 
Redesig- 
nated as 
(C) 

1814(a)        2335(a)(1)  1090 

(2)  (E) 
Redesig- 
nated as 
(D) 

1814(a)        2335(a)(2)  1090        39,  999  75,  1327 

(3)  455,  960, 

1216  *1242 

1814(a)        2335(a)(3)  1090        39,  999  75,  1327 

(5)  455,  960, 

1217  *1242 

1814(a)        2335(a)(3)  1090 
(6) 

Redesig- 
nated as 
(5) 

1814(a)        2335(a)(3)  1090 
(7) 

Redesig- 
nated as 
(6) 

1814(a)        2335(a)(3)  1090 
(8) 

Redesig- 
nated as 
(7) 

1814(a)        2335(a)(4)  1090        1218  999 


1814(a)        2354(b)(1)  1100        356,  842 

1218 


1814(a)        2336(a)  1091        39,  998  77,  1326 

454,  967, 
1218  *1257 


49 
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H.  Rep.  S.  Prt. 

98-A32  H.  Rep.  98-169 

S.S.  Act      P.L.  98  Vol.  I  98-432  Vol.  I  H.C.  Rep 

Subject  Section        Section  Stat .      Vol.  II  Part  2  Vol.  II  98-861 


Medicare  -  Physicians' 
Certification  - 
Exception  for  Sole 
Home  Health  Agency 


1814(a)  2336(b) 


1091  39, 
454, 
1218 


998 


77, 

967, 

*1257 


1325 


Medicare  -  Amount 
Paid  to  Home 
Health  Agencies 
for  Durable  Medical 
Equipment  (technical 
amendment ) 


1814(b)  2321(a)(1) 


1084 


Medicare  -  Amount 
Paid  to  Non-Public 
Provider  with  Low 
Income  Clientele 


1814(b)  2308(b)(2)(A)  1074 
(2) 


1344 


Medicare  -  Amount 
Paid  to  Home 
Health  Agencies 
for  Durable  Medical 
Equipment  (technical 
amendment) 


1814(j)  2321(f)(1) 
(2)(B) 
Redesig- 
nated as 
(C) 


1085 


Medicare  -  Amount 
Paid  to  Home 
Health  Agencies 
for  Durable  Medical 
Equipment 


1814(j)  2321(f)(2) 

(2)(B) 

New 


1085 


74, 

953, 
*1228 


1346 


Medicare  -  Amount 
Paid  to  Home 
Health  Agencies 
for  Durable  Medical 
Equipment  (technical 
amendment ) 


1814(j)  2321(f)(1) 
(2)(C) 
Redesig- 
nated as 
(D) 


1085 


Medicare  -  Amount 
Paid  to  Home 
Health  Agencies 
for  Durable  Medical 
Equipment 


1814(k)  2321(a)(2) 
New 


1084 


74, 

953, 

*1228 


1346 


Medicare  -  Contracts 
for  Claims  Procepsing 
Cost  Determination 


1816(c)  2326(d)(1) 


1087 


74, 

949, 

*1221 


1340 


Medicare  -  Contracts 
for  Claims  Processing 
Limitation  on  Number 
of  Regional  Agencies 


1816(e)  2326(b) 
(4) 


1087 


74, 

949, 

*1221 


1340 
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H.  Rep.  S.  Prt. 

98-A32  H.  Rep.  98-169 

S.S.  Act      P.L.                     98            Vol.  I  98-432  Vol,  I  H.C.  Rer 

Subject                       Section        Section               Stat .      Vol.  II  Part  2  Vol  •  II  98-861 


Medicare  -  Contracts 
for  Claims  Processing 
Notice  of  Performance 
Standards 


1816(f)  2326(c)(1) 
(2) 


1087 


7^ 

949, 

*1221 


1343 


Medicare  -  Contracts 
for  Claims  Processing 
Notice  of  Performance 
Standards 


1816(f)  2326(c)(1) 


1087 


74, 

949, 

*1221 


1343 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Taxes  on  Wages 
(technical  correction) 


1817(a)  2663(j)(2)(F)  1170  356, 
(1)  (i)  1219 


832 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Taxes  on  Self- 
Emplojrment  Income 
(technical  correction) 


1817(a)  2663(j)(2)(F)  1170  356, 
(2)  (i)  1219 


832 


1413 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Normalization  of 
Trust  Fund  Transfers 


1817(a)        2337(a)(1)  1091  354, 

1219 


837 


1356 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Normalization  of 
Trust  Fund  Transfers 


1817(a)        2337(a)(2)  1091  354, 

1219 


837 


1356 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Normalization  of 
Trust  Fund  Transfers 


1817(a)        2337(a)(3)  1091  354, 

1219 


837 


1356 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Investments 
(citation  correction) 


1817(c)        2354(b)(2)  1100  356, 

1219 


843 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Refunds  to  Treasury 
(technical  correction) 


1817(f)  2663(j)(2)(F)  1170  356, 
(1)  (i)  1219 


832 


1413 


Medicare  -  Federal 
Hospital  Trust  Fund  - 
Transfer  of 
Overpayments 
(technical  correction) 


1817(g)        2663(j)(2)(F)     1170  356, 
(i)  1219 


832 


1413 
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H.  Rep.  S.  Prt. 

98-432  H.  Rep.  98-169 

S.S.  Act      P.L.                     98            Vol.  I  98-A32  Vol.  I        H.C.  Rer 

Subject                        Section        Section               Stat .      Vol.  II  Part  2  Vol.  II  98-861 


Medicare  -  Federal 
Hospital  Trust  Funds  - 
Payment  by  Managing 
Trustee  (technical 
correction) 


1817(h)        2663(j)(2)(F)     1170  356, 
(i)  1219 


832 


1A13 


Medicare  -  Benefits 
for  Uninsured 
Individuals  -  Amount 
of  Premium  (technical 
amendment ) 


1818(c)        2315(e)  1080  1219 


836 


*1282 


135A 


Medicare  -  Benefits 
for  Uninsured 
Individuals  - 
Enrollment  Period 
(technical  correction) 


1818(c)  2354(b)(3)  1100 
(1) 


843 


Medicare  -  Benefits 
for  Uninsured 
Individuals  -  Rounding 
of  Amount  of  Premiums 
(technical  correction) 


1818(d)  2354(b)(4)  1100 
(2) 


843 


Medicare  -  Outpatient 
Therapy  and  Surgery  - 
Physician  - 
Podiatrist  -  Dentist 


1832(a)  2341(b) 

(2)(F) 

(ii) 


1094  39, 
455, 
1223 


1328 


Medicare  -  Scope  of 
Benefits  -  Facility 
Services  (technical 
correction) 


1832(a)  2354(b)(6) 

(2)(F) 

(ii)(II) 


1100  356, 
1223 


843 


Medicare  -  Medical 
Services  -  Hepatitis 
B  Vaccine  (technical 
amendment) 


1833(a)  2323(b)(1) 
(1)(B) 


1086 


Medicare  -  Payment 
of  Benefits  -  Clinical 
Diagnostic  Laboratory 
Tests  -  Amount 


1833(a)  2303(a) 
(1)(D) 


1064  37, 
444, 
1224 


983 


73, 

944, 

*1211 


1304 


Medicare  -  Elimination 
of  Special  Payment  - 
Preadmission  Diagnostic 
Testing  (technical 
amendment ) 


1833(a)  2305(a) 
(1)(E) 


1069 


Medicare  -  Elimination 
of  Special  Payment  - 
Preadmission  Diagnostic 
Testing 


1833(a)        2305(a)  1069 

(1)(F) 

Stricken 


73, 

946, 

*1216 


1340 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep. 

98           Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep, 
Vol.  II  98-861 


Medicare  -  Elimination  1833(a) 

of  Special  Payment  -  (1)(G) 

Preadmission  Diagnostic  Redesig- 

Testing  (technical  nated  as 

amendment)  (F) 


2305(a)  1069 


Medicare  -  Payment  1833(a) 
of  Benefits  -  Amounts  (1) 
(technical  correction) 


2354(b)(7) 


1100  356, 
1224 


843 


Medicare  -  Elimination 
of  Special  Payment  - 
Preadmission  Diagnostic 
Testing  (technical 
amendment ) 


1833(a) 
(2) 


2305(c) 


1070 


Medicare  -  Payment  1833(a) 
of  Benefits  -  Amounts  (2)(A) 
(technical  correction) 


2354(b)(5) 


1100  356, 
1224 


Medicare  -  Amount 
Paid  to  Home  Health 
Agencies  for  Durable 
Medical  Equipment 
(technical  amendment) 


1833(a) 
(2)(A) 


2321(b)(1) 


1084 


Medicare  -  Medical 
Services  -  Hepatitis 
B  Vaccine  (technical 
amendment) 


1833(a) 
(2)(A) 


2323(b)(1)  1086 


Medicare  -  Payment  1833(a) 
of  Benefits  -  Amounts  (2)(B) 
(technical  correction) 


2354(b)(5)  1100  356, 

1225 


843 


Medicare  -  Payment 
for  Clinical 
Diagnostic  Laboratory 
Tests  (technical 
amendment) 


1833(a) 
(2)(B) 


2303(b)(1)  1064  1225 


984 


Medicare  -  Amount 
Paid  to  Home  Health 
Agencies  for  Durable 
Medical  Equipment 
(technical  amendment) 


1833(a) 
(2)(B) 


2321(b)(2)  1084 


Medicare  -  Amount 
Paid  to  Non-Public 
Provider  with  Low 
Income  Clientele 


1833(a) 

(2)(B) 

(ii) 


2308(b)(2)(B)  1074 


1344 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep. 

98  Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rei 

Vol  .  II  98-861 


Medicare  -  Payment 
for  Clinical 
Diagnostic  Laboratory 
Tests  (technical 
amendment) 


1833(a) 
(2)(B) 


2303(b)(2) 


1064  1225 


984 


Medicare  -  Payment 
for  Clinical 
Diagnostic  Laboratory 
Tests  (technical 
amendment ) 


1833(a) 
(2)(C) 


2303(b)(3) 


1064  1225 


984 


Medicare  -  Payment  1833(a) 

for  Clinical  (2)(D) 

Diagnostic  Laboratory  New 
Tests 


2303(b)(4) 


1064  37, 
444, 
1225 


984 


73, 

944, 

*1211 


1304 


Medicare  -  Medical  1833(a) 
Services  -  Hepatitis  (3) 
B  Vaccine  (technical 
amendment ) 


2323(b)(1) 


1086 


Medicare  -  Elimination 
of  Special  Payment  - 
Preadmission  Diagnostic 
Testing  (technical 
amendment ) 


1833(a) 
(3) 


2305(b)(1) 


1069 


Medicare  -  Elimination 
of  Special  Payment  - 
Preadmission  Diagnostic 
Testing  (technical 
amendment) 


1833(a) 
(4) 


2305(b)(2) 


1069 


Medicare  -  Elimination  1833(a) 

of  Special  Payment  -  (5) 

Preadmission  Diagnostic  Stricken 
Testing 


2305(b)(3) 


1070 


73, 
946, 

*1216 


1340 


Medicare  -  Medical 
Services  -  Hepatitis 
B  Vaccine  (technical 
amendment ) 


1833(b) 
(1) 


2323(b)(2) 


1086 


Medicare  -  Payment 
for  Clinical 
Diagnostic  Laboratory 
Tests  (technical 
amendment) 


1833(b) 
(2) 


2303(c) 


1064  1225 


984 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


98 

Stat . 


H.  Rep. 

98-432  H.  Rep. 

Vol.  I  98-432 

Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep. 

Vol.  II  98-861 


edicare  -  Payment 
or  Clinical 
iagnostic  Laboratory 
ests  (technical 
mendment) 


1833(b) 
(3) 


2305(d)  1070 


edicare  -  Payment 
or  Clinical 
iagnostic  Laboratory 
ests  (technical 
mendment ) 


1833(b) 
(3) 


2303(c)  1064  1225 


984 


edicare  -  Payment  1833(b) 

or  Clinical  (4)  New 
iagnostic  Laboratory 
ests 


2303(c)  1064  37, 

444, 
1225 


984 


73, 
944 
*1211 


1340 


edicare    -  Purchase  1833(f) 

f  Durable  Medical  Redesig- 

quipment  (technical  nated  as 

mendment)  §1889 


2321(d)(4)(A)  1085 


edicare  -  Amount 
aid  to  Home  Health 
gencies  for  Durable 
edical  Equipment 
technical  amendment) 


1833(f) 
(1) 


2321(d)(1)  1084 


edicare  -  Purchase  of  1833(f) 
urable  Medical  (2) 
quipment  -  Coinsurance 
aiver 


2321(d)(2)(A)  1085 


74, 

953, 

*1228 


1346 


edicare  -  Purchase  of 
urable  Medical 
quipment  -  Coinsurance 
aiver 


1833(f) 
(2) 


2321(d)(2)(B)  1085 


74, 

953, 

*1228 


1346 


edicare  -  Suppliers 
f  Durable  Medical 
quipment  - 
stablishment  of 
eimbursement 
rocedures 


1833(f) 
(3) 


2321(d)(3)  1085 


74, 

953, 

*1228 


1346 


edicare  -  Payment 
or  Clinical 
iagnostic  Laboratory 
ests  -  Fee  Schedule 


1833(h) 


2303(d) 


1064  37, 
444, 
1226 


985 


73, 

944, 

*1211 


1304 


edicare  -  Elimination 
f  Special  Payment  - 
readmission 
iagnostic  Testing 
technical  amendment) 


1833(i) 
(3) 


2305(d) 


1070 
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P.L.  98-369  (Coiit.) 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


98 


H.  Rep, 
98-432 
Vol.  I 


H.  Rep. 
98-432 


Stat.      Vol.  II      Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep, 

Vol.  II  98-861 


Medicare  -  Medical 
Service  -  Hepatitis 
B  Vaccination  - 
Determination  of 
Cost 


1833(k)  2323(b)(4) 
New 


1086  38, 
446, 
1227 


988 


74, 

950, 

*1224 


1310 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(a)  2354(b)(8)(A)  1100  356, 
(2)(B)  1228 


843 


Medicare  -  Physical 
Therapy  - 

Establishment  of  Plan 
by  Physician  or 
Therapist 


1835(a)  2342(b) 

(2)(C) 

(ii) 


1094  39, 
456, 
1228 


1002 


1329 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(a)  2354(b)(8)(A)  1100  356, 
(2)(C)  1228 


843 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(a)  2354(b)(8)(B)  1100  356, 
(2)(D)  1228 


844 


Medicare  -  Home 
Health  Care  - 
Physicians ' 
Certification  - 
Uncompensated 
Officer  Exception 


1835(a)  2336(a) 


1091  39, 
454, 
1229 


998 


77, 
967 
*1257 


1325 


Medicare  -  Home 
Health  Care  - 
Physicians ' 
Certification  - 
Exception  for  Sole 
Home  Health  Agency 


1835(a)  2336(b) 


1091  39, 
454, 
1229 


998 


77, 

967, 

*1257 


.325 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(a)        2354(b)(1)  1100  356, 

1229 


842 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(e)  2354(b)(9)(D)  1100  356, 
second  1229 
(1) 


844 
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H.  Rep.  S.  Prt. 

98-A32  H.  Rep.  98-169 

S.S.  Act      P.L.                     98           Vol.  I  98-432  Vol.  I  H.C.  Rep 

Subject                        Section        Section               Stat .      Vol.  II  Part  2  Vol.  II  98-861 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(e)        2354(b)(9)(D)     1100  356, 


second 
(2) 


1229 


844 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(e)        2354(b)(9)A)       1100  356, 


(B)  As 
redesig- 
nated 


1229 


844 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(e)        2354(b)(9)(B)     1100  356, 


(B)(i) 
As  rede- 
signated 


1229 


844 


Medicare  -  Payment 
of  Claims  of 
Providers  (technical 
correction) 


1835(e)        2354(b)(9)(C)     1100  356, 


(B)(ii) 
As  rede- 
signated 


1229 


844 


Medicare  -  Enrollment 
Periods  (citation 
correction) 


1837(g)        2354(b)(10)        1101  356, 


(1) 


1229 


844 


Medicare  -  Special 
Enrollment  Period 
for  Working  Aged 


1837(i)  2338(b) 
New 


1092  355, 
1230 


838 


77, 

969, 

*1263 


1350 


Medicare  -  Special 
Enrollment  Period  - 
Coverage  Period 


1838(e)        2338(c)  1092  355, 

New  123] 


840 


77, 

969, 

*1263 


1350 


Medicare  -  Working 
Aged  -  Premium 
Penalty  Exceptions 


1839(b)  2338(a) 


1091  355, 
1233 


838 


77, 

969, 

*1263 


1350 


Medicare  -  Premium 
Rate  Determined  by 
Actuarial  Rate  Only 
Enrollees  after 
12/83,  before  1/88 


1839(e)  2302(a) 
(1) 


1063 


73, 

938, 

*1199 


1337 


medicare  -  premium 
rate  determined  by 
Actuarial  Rate  Only  - 
Enrollees  after  12/83, 
before  1/88 
(technical  amendment) 


1839(e)  2302(a)  1063 
(2) 


Medicare  -  Premium 
Rate  if  No  Cost-of- 
Living  Increase 
12/85  or  12/86 


1839(f)        2302(b)  1063  — 

New 


73, 

938, 

*1199 


1337 
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Subj( 


S.S.  Act 

Section 


P.L. 

Section 


98 

Stat . 


H.  Rep. 

98-A32 
Vol.  I 
Vol.  II 


H.  Rep. 
98-432 
Part  2 


S.  Prt. 

98-169 

Vol.   I  H.C.  Rey 

Vol.  II  98-861 


Medicare  -  Payment 
of  Premiums 

(technical  correction) 


1840(a)        2663(j)(2)(F)     1170  356, 


(2) 


(ii) 


1233 


832 


1413 


Medicare  -  Payment 
of  Premiums 

(technical  correction) 


1840(d)  2354(b)(ll)  1101  356, 
(1) 


1233 


844 


Medicare  -  Payment 
of  Premiums 

(technical  correction) 


1840(d)        2663(j)(2)(F)     1170  356, 


(1) 


(li) 


1234 


832 


1413 


Medicare  -  Payment 
of  Premiums 

(technical  correction) 


1840(d)        2354(b)(ll)        1101  356, 


(2) 


1234 


844 


Medicare  - 

Supplementary  Medical 
Insurance  Trust  Fund 
(citation  correction) 


1841(c)        2354(b)(2)  1100  356, 

1234 


843 


Medicare  - 

Supplementary  Medical 
Insurance  Trust  Fund 
(technical  correction) 


1841(f)        2663(j)(2)(F)     1170  356, 
(iii)  1235 


832 


1413 


Medicare  - 

Supplementary  Medical 
Insurance  Trust  Fund 
(technical  correction) 


1841(g)        2663(j)(2)(F)     1170  356, 
(iii)  1235 


832 


1413 


Medicare  - 

Supplementary  Medical 
Insurance  Trust  Fund 
(technical  correction) 


1841(h)        2354(b)(ll)        1101  356, 

1235 


844 


Medicare  - 

Supplementary  Medical 
Insurance  Trust  Fund 
(technical  correction) 


1841(h)        2354(b)(12)        1101  356, 

1235 


844 


Medicare  - 

Supplementary  Medical 
Insurance  Trust  Fund 
(technical  correction) 


1841(h)        2663(j)(2)(F)     1170  356, 
(iii)  1235 


832 


1413 


Medicare  - 

Supplementary  Medical 
Insurance  Trust  Fund 
(technical  correction) 


1841(i)        2663(j)(2)(F)     1170  356, 
(iii)  1235 


832 


1413 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep.  S.  Prt. 

98-432  H.  Rep.  98-169 

98            Vol.  I  98-432  Vol.  I 

Stat.      Vol.  II  Part  2  Vol.  II 


H.C.  Rer 

98-861 


Medicare  -  Contracts 
for  Claims  Processing  - 
Publication  of 
Standards  and  Criteria 


18A2(b)  2326(c)(2)  1087 
(2) 


74, 

949, 

*1221 


1343 


Medicare  -  Contracts 
with  Carriers 
(technical  correction) 


1842(b)  2354(b)(13)  1101  356, 
(3)(B)  1236 
(ii)(II) 


844 


Medicare  -  Determining 
Amount  of  Payment  to 
Physicians  -  Fiscal 
Year 


1842(b)  2306(b)(1)(A)  1070 
(3)(F) 


73, 

940, 

*1203 


1313 


Medicare  -  Determining 
Amount  of  Payment  to 
Physicians  -  Fiscal 
Year 


1842(b)  2306(b)(1)(B)  1070 
(3) 


73, 

940, 

*1203 


1313 


Medicare  -  Determining 
Amount  of  Payment  - 
Customary  Charges  in 
Preceding  Year  Ending 
3/31 


1842(b)  2306(b)(1)(C)  1070 
(3) 


73, 
940 
*1203 


1313 


Medicare  -  Determining 
Amount  of  Payment 
(technical  correction) 


1842(b)  2354(b)(14)  1101 
(3) 


845 


Medicare  -  Determining 
Amount  of  Payment 
(technical  correction) 


1842(b)        2663(j)(2)(F)     1170  356, 


(3) 


(iv) 


1238 


832 


1413 


Medicare  -  Limitation 
on  Prevailing  and 
Customary  Charge 


1842(b)  2306(a) 
(4)  New 


1070  38, 
450, 
1238 


994 


73, 

940, 

*1203 


1313 


Medicare  -  Limitation 
on  Prevailing  and 
Customary  Charge 
(technical  amendment) 


1842(b)  2306(a) 
(4)  Re- 
desig- 
nated as 
(5) 


1070  1238 


993 


Medicare  -  Limitation 
on  Prevailing  and 
Customary  Charge 
(technical  amendment) 


1842(b)  2306(a) 
(5)  Re- 
desig- 
nated 
as  (6) 


1070  1239 


993 


Medicare  -  Indirect 
Payment  of 

Supplementary  Benefits 
(technical  amendment) 


1842(b)        2339(a)(1)  1093  1239 

(6)(A) 
As  re- 
desig- 
nated 


1000 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-A32 
98  Vol.  I 

Stat.      Vol.  II 


H.  Rep. 

98-A32 
Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rer 

Vol.  II  98-861 


Medicare  -  Indirect 
Payment  of 

Supplementary  Benefits 
(technical  amendment) 


1842(b) 
(6)(B) 
As  re- 
desig- 
nated 


2339(a)(2) 


1093 


1239 


1000 


Medicare  -  Indirect  1842(b) 

Payment  of  (6)(A) 
Supplementary  Benefits 
(technical  amendment) 


2339(a)(3) 


1093 


1239 


1000 


Medicare  -  Indirect  1842(b) 
Payment  of  (6)(B) 
Supplementary  Benefits  New 


2339(a)(3) 


1093  39, 
455, 
1239 


1000 


76, 
961  , 
*1246 


1327 


Medicare  -  Indirect  1842(b) 
Payment  of  (6) 
Supplementary  Benefits 
(technical  amendment) 


2339(b) 


1093  1239 


1000 


Medicare  -  Indirect 
Payment  of 

Supplementary  Benefits 
(technical  amendment) 


1842(b) 
(6)  Re- 
desig- 
nated 
as  (7) 


2306(a) 


1070 


1239 


993 


Medicare  -  Teaching 
Physicians  -  Rate 
of  Payment 


1842(b) 
(7)(A) 
As  rede- 
signated 


2307(a)(1) 


1073  — 


78, 

975, 

*1273 


1311 


Medicare  -  Physicians 
with  Non-Teaching 
Practice  -  Customary 
Charge 


1842(b) 
(7)(B) 
(i)  As 
redesig- 
nated 


2307(a)(2)(A)  1073 


78, 

975, 

*1273 


1312 


Medicare  -  Teaching 
Physicians  -  Rate 
of  Payment 


1842(b) 
(7)(B) 
As  rede- 
signated 


2307(a)(2)(B)  1073 


78, 

975, 

*1273 


1311 


Medicare  -  Teaching 
Physicians  -  Rate 
of  Payment 

(technical  amendment) 


1842(b) 
(7)(B) 
(ii)  As 
redes- 
ignated 


2307(a)(2)(C)  1073 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-A32  H.  Rep. 

98  Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rey, 

Vol.  II  98-861 


Medicare  -  Teaching 
Physicians  -  Rate 
of  Payment 

(technical  amendment) 


1842(b) 
(7)(B) 
(ii)  As 
redes- 
ignated 


2307(a)(2)(D)  1073 


Medicare  -  Teaching 
Physicians  -  Rate 
of  Payment 

(technical  amendment) 


1842(b) 
(7)(B) 
(ii)(I) 
As  redes- 
ignated 


2307(a)(2)(E)  1073 


Medicare  -  Teaching 
Physicians  -  Rate 
of  Payment 

(technical  amendment) 


1842(b) 
(7)(B) 
(ii)(II) 
As  redes- 
ignated 


2307(a)(2)(F)  1073 


Medicare  -  Teaching 
Physicians  -  Rate 
of  Payment 


1842(b) 
(7)(B) 
(ii) 
(III) 
As  re- 
desig- 
nated , 
New 


2307(a)(2)(G)  1073 


78, 

975, 

*1273 


1311 


Medicare  - 

Determining  Carrier's 
Cost  of  Administration 


1842(c) 


2326(d)(2) 


1088 


7A, 

949, 

*1221 


1341 


Medicare  -  Payment 
for  Clinical 
Diagnostic  Laboratory 
Tests  (technical 
amendment) 


1842(h)        2303(e)  1066  1241 

Stricken 


987 


Medicare  - 
Participating 
Physician  Agreement 


1842(h)  2306(c) 
New 


1071  38, 
450, 
1228 


73, 

940, 

*1203 


1316 


Medicare  - 
Participating 
Physician  List 
Publication 


1842(i)  2306(c) 
New 


1071 


73, 

940, 

*1203 


1316 


Medicare  -  Monitoring 

Non-Participating 

Physicians 


1842(j)  2306(c)  1072 
New 


73, 

940, 

*1203 


1317 


Medicare  -  State 
Agreements  for 
Coverage  (citation 
correction) 


1843(d)  2354(b)(15)  1101  356, 
(3)(B)  1242 


845 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


98 

Stat 


H.  Rep. 

98-A32  H.  Rep. 

Vol.  I  98-A32 

Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rei 

Vol.  II  98-861 


Medicare  -  Government  18AA(a) 
Contributions  to  (1)(B) 
Supplementary  Trust  (ii) 
Fund  (technical 
correction) 


2354(b)(16) 


1101  356, 
1243 


845 


Medicare  -  Repeal  1861(d) 
of  Special  Tuberculosis  Repealed 
Treatment  Requirements 


2335(b)(1) 


1090  39, 
455, 
1243 


999 


75, 

960, 

*1242 


1327 


Medicare  -  Repeal 

of  Special  Tuberculosis 

Treatment  Requirements 


1861(e) 


2335(b)(2) 


1090  1244 


999 


75, 

960, 

*1242 


1327 


Medicare  -  Psychiatric 
Hospital  -  Elimination 
of  Accreditation 
(technical  amendment) 


1861(f) 
(3) 


2340(a)(1) 


1093 


Medicare  -  Psychiatric  1861(f) 
Hospital  -  Elimination  (4) 
of  Accreditation 
(technical  amendment) 


2340(a)(2) 


1093 


Medicare  -  Psychiatric  1861(f) 

Hospital  -  Elimination  (5) 

of  Accreditation  by  Stricken 
Joint  Commission 


2340(a)(3) 


1093  — 


78. 

974, 

*1272 


1327 


Medicare  -  Psychiatric 
Hospital  -  Elimination 
of  Accreditation  by 
Joint  Commission 


1861(f) 


2340(a)(4) 


1083 


78, 

974, 

*1272 


1327 


Medicare  -  Repeal  1861(g) 
of  Special  Tuberculosis  Repealed 
Treatment  Requirements 


2335(b)(1) 


1090  39, 
455, 
1245 


999 


75, 

960, 

*1242 


1327 


Medicare  -  Skilled  1861(j) 
Nursing  Facility  (2) 
(technical  correction) 


2354(b)(18) 


1101  356, 
1245 


845 


Medicare  -  Skilled  1861(j) 
Nursing  Facility  (13) 
(technical  correction) 


2354(b)(19) 


1101  356, 
1246 


845 


Medicare  -  Repeal 

of  Special  Tuberculosis 

Treatment  Requirements 


1861(j) 


2335(b)(3) 


1090  39, 
455, 
1247 


999 


75, 

960, 

*1242 


1327 


Medicare  -  Amount 
Paid  to  Home  Health 
Agencies  for  Durable 
Medical  Equipment 


1861(m) 
(5) 


2321(e)(1) 


1085 


74, 

953, 

*1228 


1346 
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H.  Rep.  S.  Prt. 

98-A32  H.  Rep.  98-169 

S.S.  Act      P.L.                     98            Vol.  I  98-A32  Vol.  I        H.C.  Rer 

Subject                       Section        Section               Stat.      Vol.  II  Part  2  Vol.  II  98-861 


Medicare  -  1861(n)        2321(e)(3)  1085        —  —  74,  1346 

Definition  of  Durable  New  953, 

Medical  Equipment  *1228 

Medicare  -  Physician  1861(p)        2341(a)  1094        1247  1001  —  1328 

for  Outpatient  (1) 

Physical  Therapy  - 

Podiatrists 

(technical  amendment) 

Medicare  -  1861(p)        2342(a)  1094        39,  1002  —  1329 

Establishment  of  (2)  456, 

Plans  by  Physical  1247 
Therapists 

Medicare  -  Physician  1861(r)        2341(c)(1)  1094        39,  1001  —  1328 

for  Outpatient  (3)  455, 

Physical  Therapy  -  1247 
Podiatrist 

Medicare  -  Physician  1861(r)        2341(c)(2)  1094        1247  1001 

for  Outpatient  (3) 
Physical  Therapy  - 
Podiatrist 

(technical  amendment) 

Medicare  -  Other  1861(s)         2324(a)  1086        _  _  __  __ 

Health  Services  (2)(G) 
Hemophilia  Clotting 
Factor  (technical 
amendment ) 

Medicare  -  Other  1861  (s)        2322(a)  1085        _  _  _  __ 

Health  Services  -  (2)(H) 

Clinical 

Psychologist  -  Health 
Maintenance  Organization 
(technical  amendment) 

Medicare  -  Other  1861 (s)        2322(a)  1085        _  _  „  __ 

Health  Services  -  (2)(H) 

Clinical  (i)  As 

Psychologist  -  Health  redesig- 

Maintenance  Organization  nated 

(technical  amendment) 

Medicare  -  Other  1861(s)        2322(a)  1085        _  —  —  1357 

Health  Services  -  (2)(H) 
Clinical  (ii) 
Psychologist  -  Health  New 
Maintenance  Organization 


63 


P.L.  98-369  (Cont.) 


Subiect 


S.S.  Act 

Section 


P.L. 

Section 


98 

Stat . 


H.  Rep. 

98-432  H.  Rep. 

Vol.  I  98-432 

Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rer 

Vol.  II  98-861 


Medicare  -  Other 
Health  Services  - 
Hemophilia  Clotting 
Factor 


1861(s)  2324(a) 
(2)(I) 


1086 


74, 

952, 

*1226 


1345 


Medicare  - 

Definition  of  Durable 
Medical  Equipment 
(technical  amendment) 


1861(s)  2321(e)(2) 
(6) 


1085 


Medicare  -  Medical 
Services  -  Hepatitis 
B  Vaccination 
(technical  amendment) 


1861(s)  2323(a)(1) 
(10) 


1086 


1248 


987 


Medicare  -  Medical 
Services  -  Hepatitis 
B  Vaccination 
(technical  amendment) 


1861(s)  2323(a)(2) 
(10)(A) 
As  rede- 
signated 


1086 


1248 


987 


Medicare  -  Medical 
Services  -  Hepatitis 
B  Vaccination 

Medicare  -  Provider 
of  Services 

(technical  correction) 


1861(s)  2323(a)(3)  1086        38,  988 
(10)(B)  446, 
New  1246 

1861(u)  2354(b)(20)  1101        ~  845 


74, 

950, 

*1224 


310 


Medicare  -  Reasonable 
Cost  (technical 
correction) 


1861(v)  2354(b)(21) 


(1)(B) 


(A) 


1101 


356, 
1249 


845 


Medicare  -  Reasonable 
Cost  (technical 
correction) 


1861(v)  2354(b)(21) 
(1)(C)  (B) 


1101 


356, 
1249 


846 


Medicare  -  Reasonable 
Cost  (technical 
correction) 


1861(v)  2354(b)(22) 

(1)(C) 

(i) 


1101 


356, 
1249 


846 


Medicare  -  Reasonable 
Cost  (technical 
correction) 


1861(v)  2354(b)(21) 


(1)(D) 


(B) 


1101 


356, 
1249 


846 


Medicare  -  Reasonable 
Cost  (technical 
correction) 


1861(v)  2354(b)(21) 
(1)(D)  (C) 


1101 


356, 
1249 


846 


Medicare  - 
Determining  Amount 
of  Payment  to 
Skilled  Nursing 
Facilities 

(technical  amendment) 


1861(v)  2319(a)(1) 

(1)(E) 

(i) 

Stricken 


1082 
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H.  Rep.  S.  Prt. 

98-432  H.  Rep.  98-169 

S.S.  Act      P.L.                     98           Vol.  I  98-432  Vol.  I  H.C.  Re] 

Subject                        Section        Section               Stat .      Vol.  II  Part  2  Vol.  II  98-861 


Medicare  -  1861 (v)        2319(a)(1)  1082 

Determining  Amount  (1)(E) 

of  Payment  to  (ii) 

Skilled  Nursing 

Facilities 

(technical  amendment) 

Medicare  -  1861(v)        2354(b)(23)        1101        356,  846  —  — 

Determining  Amount  (1)(E)  1250 

of  Payment  to 

Skilled  Nursing 

Facilities 

(technical  correction) 

Medicare  -  Reasonable  1861(v)        2354(b)(24)        1101        356,  846  —  — 

Cost  (technical  (1)(I)  1250 

correction)  (i) 

Medicare  -  Reasonable  1861 (v)        2354(b)(24)        1101        356,  846  — 

Cost  (technical  (1)(I)  1250 

correction)  (ii) 

Medicare  -  Reasonable  1861 (v)         2318(a)  1081        _  _  __  __ 

Cost  -  Emergency  (1)(K) 

Room  Services  Redes- 

( technical  amendment)  ignated 

as  (K) 

(i) 

Medicare  -  Reasonable  1861(v)        2318(a)  1081        40,  1012  77,  1336 

Cost  -  Emergency  (1)(K)  464  970, 

Room  Services  (ii)  *1267 
New 

Medicare  -  Reasonable  1861(v)        2314(a)  1079        —  ~  73,  1338 

Cost  -  Provider  (1)(0)  946, 

Revaluation  of  New  *1215 
Assets 

Medicare  -  Reasonable  1861(v)        2354(b)(25)        1101        356,  846  —  — 

Cost  -  Bed  and  Board  (3)  1251 
(technical  correction) 

Medicare  -  Payment  1861(v)        2319(a)(2)  1082        ~  —  74,  1295 

to  Skilled  Nursing  (7)(D)  947, 

Facilities  for  New  *1217 
Routine  Service 
Costs 

Medicare  -  1861(z)        2354(b)(26)        1101        356,  846  — 

Institutional  (2)(A)  1251 

Planning 

(technical  correction) 
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Subject 


S.S.  Act  P.L. 

Section  Section 


98 

Stat  , 


H.  Rep. 

98-432 
Vol.  I 


H.  Rep. 

98-432 


Vol.  II      Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  ReF 

Vol.  II  98-861 


Medicare  -  Rural 
Health  Clinic 
Services  (technical 
correction) 


1861(aa)  2354(b)(27)  1101  356,  846 
(2)(I)  1253 


Medicare  -  Outpatient 
Rehabilitation 
Services  (technical 
correction) 


1861(cc)  2354(b)(28)  1101  356,  847 
(1)(F)  1253 


Medicare  -  Outpatient 
Rehabilitation 
Services  -  Durable 
Medical  Equipment 


1861(cc)  2321(e)(4)  1085 
(1)(G) 


74, 

953, 

*1228 


1346 


Medicare  -  Outpatient 
Rehabilitation 
Services  (technical 
correction) 


1861(cc)  2354(b)(29)  1101  356, 
(2)(F)  1254 


847 


Medicare  -  Hospice 
Contracting  for  Core 
Services  (technical 
amendment ) 


1861(dd)      2343(a)  1094 

(2)(A) 

(ii)(I) 


Medicare  -  Hospice 
Contracting  for  Core 
Services 


1861(dd)  2343(b)  1094 
(5)  New 


78, 

972, 

*1270 


1303 


Medicare  -  Exclusions 
From  Coverage  - 
Dental  Procedures 
(technical  correction) 


1862(a)  2354(b)(30)  1101 
(12) 


356, 
1254 


847 


Medicare  -  Recovery 
Against  Certain 
Third  Parties 


1862(b)  2344(a)(1) 
(1) 


1095  39, 
457, 

1254 


1003 


75, 

960, 

*1244 


1329 


Medicare  -  Recovery 
Against  Certain 
Third  Parties 


1862(b)  2344(a)(2) 
(1) 


1095  39, 
457, 
1255 


1003 


75, 

960, 

*1244 


1329 


Medicare  -  Recovery 
Against  Certain 
Third  Parties 


1862(b)  2344(a)(3) 
(1) 


1095 


39, 

457, 

1255 


1003 


75, 

960, 

*1244 


1329 


Medicare  -  Recovery 
Against  Certain 
Third  Parties 


1862(b)  2344(b)(1) 
(2)(B) 


1095  39, 
457, 
1255 


1004 


75, 

960, 

*1244 


1329 


Medicare  -  Recovery 
Against  Certain 
Third  Parties 


1862(b)  2344(b)(2) 
(2)(B) 


1095 


39, 

457, 

1255 


1004 


75, 

960, 

*1244 


1329 
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Subject 


S.S.  Act  P.L. 

Section  Section 


H.  Rep. 

98-432  H.  Rep. 

98  Vol.  I  98-A32 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rer 

Vol.  II  98-861 


Medicare  -  Exclusion 
from  Coverage  - 
Modification 
of  Working  Aged 
Provision 


1862(b)  2301(a) 

(3)(A) 

(i) 


1063 


73, 

9A0, 

*1203 


1346 


Medicare  -  Recovery 
Against  Certain 
Third  Parties 


1862(b)  2344(c)(1) 

(3)(A) 

(ii) 


1095  39, 
457, 
1256 


1004 


75, 

960, 

*1244 


1329 


Medicare  -  Recovery 
Against  Certain 
Third  Parties 


1862(b)  2344(c)(2) 

(3)(A) 

(ii) 


1095  39, 
457, 
1256 


1005 


75, 

960, 

*1244 


1329 


Medicare  -  Working 
Aged  Provision 
(technical  correction) 


1862(b)  2354(b)(31) 

(3)(A) 

(iii) 


1102  356, 
1257 


Medicare  -  Pacemaker 
Reimbursement  - 
Registry 


1862(h)  2304(c) 
New 


1068  38, 
447 


990 


78, 

975, 

*1273 


1321 


Medicare  -  Prospective 
Payment  Assessment 
Commission  -  Grants 
and  Contracts  for 
Research  and 
Experimentation 


1862(i)  2313(c) 
New 


1078 


77, 

968, 

*1259 


1302 


Medicare  -  Repeal 
of  Special 
Tuberculosis 
Treatment  Requirements 


1863  2335(c) 


1090  455, 
1257 


999 


75, 

960, 

*1242 


1327 


Medicare  -  Conditions 
of  Participation  - 
Consultation  with 
State  and  Others 
(technical  correction) 


1863  2354(b)(32) 


1102  356, 
1257 


847 


Medicare  -  Elimination 
of  Health  Insurance 
Benefits  Advisory 
Council  (technical 
amendment ) 


1863  2349(b)(1) 


1097  1257 


Medicare  -  Provider 
Compliance  -  Joint 
Commission  on 
Accreditation 
(technical  correction) 


1864(c)  2354(b)(17) 


1101  356, 
1257 


845 
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H.  Rep. 

98-432  H.  Rep. 
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Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep 

Vol.  II  98-861 


Medicare  - 
Confidentiality  of 
Accreditation  Surveys 
(technical  amendment) 


1865(a) 
(2) 


2345(a)(1) 


1096  1258 


1006 


Medicare  -  Use  of 
Additional  Accrediting 
Organizations 


1865(a) 


2346(a)(1) 


1096  39, 
458, 
1258 


1005 


76, 

963, 

*1249 


1330 


Medicare  -  Use  of 
Additional  Accrediting 
Organizations 


1865(a) 


2346(a)(2) 


1096  39, 
458, 
1258 


1005 


76, 

963, 

*1249 


1330 


Medicare  - 
Confidentiality  of 
Accreditation  Surveys 


1865(a) 


2345(a)(2) 


1096  39, 
458, 
1258 


1006 


7-6, 

962, 

*1247 


.331 


Medicare  -  Agreements  1866(a) 
with  Providers  (1)(E) 
(technical  correction) 


2354(b)(33) 


1102  356, 
1259 


847 


Medicare  -  Agreements  1866(a) 
with  Providers  (1)(F) 
(citation  correction) 


2315(d) 


1080  356, 
1259 


*1282 


1354 


Medicare  -  Agreements 
with  Providers  - 
Funding  for  Review  by 
Professional  Standards 
Review  Organizations 


1866(a) 
(1)(F) 


2347(a)(1) 


1096  353, 
1259 


835 


78, 

978, 

*1281 


1352 


Medicare  -  Agreements 
with  Providers  - 
Funding  for  Review  by 
Professional  Standards 
Review  Organizations 


1866(a) 
(1)(F) 


2347(a)(2) 


1096  353, 
1259 


78, 

978, 

*1281 


1352 


Medicare  -  Agreements 
with  Providers  - 
Charges  to  Patient 
for  Clinical 
Diagnostic  Laboratory 
Services 


1866(a) 
(2)(A) 


2303(f) 


1066  37, 
444, 
1260 


987 


73, 

944, 

*1211 


1304 


Medicare  -  Agreements  1866(a) 
with  Providers  -  (2)(A) 
Charges  to  Patient  (ii) 
for  Furnishing 
Durable  Medical 
Equipment 


2321(c) 


1084 


74, 

953, 

*1228 


1346 
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Medicare  -  Agreements 
with  Providers  - 
Coverage  of  Hepatitis 
B  Vaccine  (citation 
correction) 


1866(a) 
(2)(A) 


2323(b)(3) 


1086 


Medicare  -  Repeal  1866(b) 
of  Special  (3) 
Tuberculosis 
Treatment  Requirements 


2335(d)(1) 


1090  39, 
455, 
1261 


999 


75, 

960, 

*1242 


1327 


Medicare  -  Agreements  1866(b) 
with  Providers  (3) 
(technical  correction) 


2354(b)(34) 


1102  356, 
1261 


847 


Medicare  -  Agreements  1866(b) 

with  Providers  -  (4)(B) 
Payment  Following 
Termination 


2348(a) 


1097  39, 
458, 
1262 


1006 


75, 

959, 

*1242 


1331 


Medicare  -  Repeal 
of  Special 
Tuberculosis 
Treatment  Requirements 


1866(d) 


2335(d)(2) 


1091  39, 
455, 
1262 


999 


75, 

960, 

*1242 


1327 


Medicare  -  1867 
Elimination  of  Health  Repealed 
Insurance  Benefits 
Advisory  Council 


2349(a) 


1097  40, 
459, 
1263 


1007 


76, 

961, 

*1247 


1332 


Medicare  - 
Determinations; 
Appeals  (technical 
correction) 


1869(b) 
(1)(B) 


2354(b)(35) 


1102  356, 
1264 


847 


Medicare  - 
Application  of 
Provisions  of 
Title  II 

(technical  correction) 


1,872 


2354(b)(36) 
(A) 


1102  356, 
1264 


847 


Medicare  - 
Application  of 
Provisions  of 
Title  II 

(technical  correction) 


1872 


2354(b)(36) 
(B) 


1102  356, 
1264 


847 


Medicare  - 
Study  of  Joint 
Commission  on 
Accreditation  of 
Hospitals  (technical 
correction) 


1875(b) 


2354(b)(17) 


1101  356, 
1264 


845 
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Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep, 

Vol.  II  98-861 


Medicare  -  Payments 
to  Health  Maintenance 
Organizations 
(citation  correction) 


1876(b)  235A(b)(37)  1102  356, 
(2)(D)  1265 


8A8 


Medicare  -  Health 
Maintenance 
Organizations/ 
Competitive  Medical 
Plan  -  Open 
Enrollment 

(technical  amendment) 


1876(c)        2350(a)(1)(A)     1097  1266 
(3)(A) 
Redesig- 
nated as 
(A)(i) 


1008 


Medicare  -  Health  1876(c) 

Maintenance  (3)(A) 

Organization/  (i)  As 

Competitive  Medical  redesig- 

Plan  -  Open  nated 
Enrollment 

(technical  amendment) 


2350(a)(1)(B)  1097 


1266 


[008 


Medicare  -  Health  1876(c) 

Maintenance  (3)(A) 

Organization/  (ii) 

Competitive  Medical  New 
Plan  -  Open 
Enrollment  Period 


2350(a)(1)(C)  1097 


40, 

460, 

1266 


1008 


78, 

977, 

1278 


333 


Medicare  -  Health 
Maintenance 
Organization/ 
Competitive  Medical 
Plan  (technical 
correction) 


1876(c) 

(4)(A) 

(i) 


2354(b)(38) 


1102 


848 


Medicare  -  Health 
Maintenance 
Organization/ 
Competitive  Medical 
Plan  -  Risk- 
Sharing  Contract 
(technical  amendment) 


1876(g) 
(2) 


2350(b)(1) 


1078 


Medicare  -  Health 
Maintenance 
Organization/ 
Competitive  Medical 
Plan  -  Risk- 
Sharing  Contract 


1876(g) 
(4)(A) 


2350(c)(1) 


1098 


1333 


i 
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S.  Prt. 

98-169 

Vol.  I  H.C.  Rer 
Vol.  II  98-861 


Medicare  -  Health 
Maintenance 
Organization/ 
Competitive  Medical 
Plan  -  Risk- 
Sharing  Contract 


1876(g)  2350(c)(2) 
(A)(A) 


1098  — 


1333 


Medicare  -  Health 
Maintenance 
Organization/ 
Competitive  Medical 
Plan  -  Risk- 
Sharing  Contract 


1876(g)  2350(c)(3) 
(A)(A) 


1098 


1333 


Medicare  -  Health 
Maintenance 
Organization/ 
Competitive  Medical 
Plan  -  Risk- 
Sharing  Contract  - 
Withholding  of 
Benefits 


1876(g)  2350(b)(2) 

(5) 

New 


1098 


1333 


Medicare  -  Penalties  - 
Violation  of  Terms 
of  Assignment  or 
Agreement 


1877(d)        2306(f)(2)(A)  1073 


1313 


Medicare  -  Penalties  - 
Violation  of  Terms  of 
Assignment  or  Agreement 


1877(d)        2306(f)(2)(B)  1073 


1313 


Medicare  -  Provider 
Reimbursement  Review 
Board  (technical 
correction) 


1878(c)        2354(b)(39)        1102  356, 

1267 


848 


Medicare  -  Provider 
Reimbursement  Review 
Board  (citation 
correction) 


1878(e)        2354(b)(40)        1102  356, 

1267 


848 


Medicare  -  Judicial 
Review  of  Provider 
Reimbursement  Review 
Board  Determination  - 
Time  for  Filing 
Action 


1878(f)  2351(a)(1)  1098 
(1) 


*1283  1349 


Medicare  -  Judicial 
Review  of  Provider 
Reimbursement  Review 
Board  -  Providers 
under  Common  Control 
Jurisdiction 


1878(f)  2351(c)(1)  1099 
(1) 


1349 
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S.  Prt. 

98-169 
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Vol.  II  98-861 


Medicare  -  Judicial 
Review  of  Provider 
Reimbursement  Review 
Board  -  Providers 
under  Common  Control 
(effective  date) 


1878(f)  2351(c)(2) 
(1) 


1099 


77, 

966, 

*1257 


13A9 


Medicare  -  Judicial 
Review  of  Provider 
Reimbursement  Review 
Board  -  Group  of 
Providers 


1878(f)  2351(b)(1) 
(1) 


1099  1268 


836 


13A9 


Medicare  -  End 
Stage  Renal  Disease 
(technical  correction) 


1881(a)  235A(b)(41) 


1102  356, 
1268 


8A8 


Medicare  -  End 
Stage  Renal  Disease 
(technical  correction) 


1881(b)  2354(b)(41) 
(1) 


1102  356, 
1268 


848 


Medicare  -  End 
Stage  Renal  Disease 
(technical  correction) 


1881(b)  2354(b)(41) 
(1)(A) 


1102  356, 
1268 


848 


Medicare  -  End 
Stage  Renal  Disease 
(technical  correction) 


1881(b)  2354(b)(41) 
(2)(A) 


1102  356, 
1269 


848 


Medicare  -  End 
Stage  Renal  Disease 
(technical  correction) 


1881(b)  2354(b)(41) 

(2)(B) 

(i) 


1102  356, 
1269 


848 


Medicare  -  End 
Stage  Renal  Disease 
(technical  correction) 


1881(b)  2354(b)(41) 
(3) 


1102  356, 
1269 


848 


Medicare  -  End 
Stage  Renal  Disease 
(technical  correction) 


1881(b)  2354(b)(41) 
(8) 


1102  356, 
1271 


Medicare  -  End 
Stage  Renal  Disease  - 
Separate  Payment  for 
Hepatitis  B  Vaccine 


1881(b)  2323(c) 

(11) 

New 


1086  38, 
446 


7A, 

950, 

*1224 


1310 


Medicare  -  End 
Stage  Renal  Disease  - 
Flexible  Sanctions  for 
Noncompliance 


1881(c)  2352(a) 
(3) 


1099  40, 
461 , 
1263 


1009 


76, 

962, 

*1248 


1335 
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Medicare  -  Closing 
of  Underutilized 
Facilities  -  Delay 
in  Implementation 


1884 


2353(b) 


1099 


77, 

965, 

*1254 


1348 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services 
(technical  correction) 


1886(a) 
(2)(B) 


2354(b)(42) 


1102  356, 
1276 


848 


Medicare  -  Payment  1886(a) 
for  Inpatient  (4) 
Hospital  Services  - 
Nurse  Anesthetist 


2312(b) 


1077  40, 
461, 
1276 


1010 


78, 

971, 

*1268 


1292 


Medicare  -  Payment  1886(b) 

for  Inpatient  (3)(A) 

Hospital  Services  (ii) 
(technical  correction) 


2354(b)(43) 


1102  356, 
1277 


848 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Limitation  on 
Increase  in  Costs 


1886(b) 
(3)(B) 


2310(a)(1) 


1075 


73, 

943, 

*1209 


1297 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Limitation  on 
Increase  in  Costs 


1886(b) 
(3)(B) 


2310(a)(2) 


1075 


73, 

943, 

*1209 


1297 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Hospital 

Reimbursement  Control 
System  (technical 
correction) 


1886(c) 
(4)(A) 


2315(a) 


1080  356, 
1277 


836 


*1282 


1354 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Prospective  Payment  - 
Urban  Area 

(technical  correction) 


1886(d) 
(2)(D) 


2315(b) 


1080 


1354 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Prospective  Payment  - 
Classification  of 
Certain  Rural  Hospitals 


1886(d) 
(2)(D) 


2311(b) 


1076 


1299 


73 
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Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Prospective  Payment 
(technical  correction) 


1886(d)  2354(b)(A4)  1102  356, 
(3)(D)  1279 
(i)(I) 


848 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Prospective  Payment 
Medical  Education 


1886(d)  2307(b)(1)  1073 
(5)(B) 


78, 

975, 

*1273 


1311 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  ■ 
Classification  of 
Certain  Rural 
Hospitals 


1886(d)  2311(a) 

(5)(C) 

(i) 


1076 


1299 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Services  of  a 
Nurse  Anesthetist 


1886(d)  2312(a) 

(5)(E) 

New 


1077 


78, 
971 
*1268 


1292 


Medicare  -  Payment 
for  Inpatient 
Hospital  Services  - 
Reclassification 
from  Urban  to 
Rural  -  Transition 


1886(d)  2311(c) 

(8) 

New 


1076 


1299 


Medicare  - 
Prospective  Payment 
Assessment 

Commission  -  Exception 
to  Competitive  Service 


1886(e)  2313(a) 
(2) 


1078 


77, 
968, 

*1259 


1302 


Medicare  -  Payments 
for  Inpatient 
Hospital  Service  - 
Proposed  Rate 
Change  Publication 
(technical  amendment) 


1886(e)  2315(c)(1) 
(5) 


1080  1280 


836 


*1282 


1354 


Medicare  -  Payments 
for  Inpatient 
Hospital  Service  - 
Proposed  Rate 
Change  Publication 
(technical  amendment) 


1886(e)        2315(c)(2)  1080  1280 

(5)(A) 


836 


*1282 


1354 
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Medicare  - 
Prospective  Payment 
Assessment 
Commission  - 
Appointment  of 
Personnel 


1886(e) 

(6)(C) 

(i) 


2313(b)(1)  1078 


77, 

968, 

*1259 


1302 


Medicare  -  1886(e) 
Prospective  Payment  (6)(C) 
Assessment  (iii) 
Commission  -  Exception 
to  Contract  Advertising 
Requirement 

Medicare  -  1886(e) 

Prospective  Payment  (6)(C) 

Assessment 

Commission  - 

Provision  for 

Closed  Meetings 

Medicare  -  1886(e) 
Prospective  Payment  (6)(D) 
Assessment 

Commission  -  Physician 
Comparability  Allowance 

Medicare  -  1886(e) 
Prospective  Payment  (6)(J) 
Assessment  New 
Commission  -  Requests 
for  Appropriations 

Medicare  -  Payment  1888 
to  Skilled  Nursing  New 
Facilities  for 
Routine  Services 


2313(b)(2)  1078 


2313(b)(3)  1078 


2313(b)(4)  1078 


2313(d)  1079 


2319(b)  1082 


77, 

968, 

*1259 


77, 

968, 

*1259 


77, 

968, 

*1259 


77, 

968, 

*1259 


7A, 

9A7, 

*1217 


1302 


1302 


1302 


1302 


1295 


Medicare  -  Purchase  1889 

of  Durable  Medical  As  Re- 

Equipment  (technical  desig- 

amendment)  nated 


2321(d)(4)(A)  1095 


Medicare  -  Cost  1889(1) 
Sharing  for  Redes- 
Durable  Medical  ignated 
Equipment  as  (a) 
(technical  correction) 

Medicare  -  Cost  1889(2) 
Sharing  for  Redes- 
Durable  Medical  ignated 
Equipment  as  (b) 
(technical  correction) 


2321(d)(4)(B)  1085 


2321(d)(4)(B)  1085 


75 
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P.L. 
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Stat.      Vol.  II 


H.  Rep. 

98-432 
Part  2 


S.  Prt. 

98-169 
Vol.  I 
Vol.  II 


H.C.  Rep 

98-861 


Medicare  -  Cost 
Sharing  for 
Durable  Medical 
Equipment 

(technical  correction) 


1889(3)        2321(d)(4)(B)  1085 
Redes- 
ignated 
as  (c) 


Medicare  -  Cost 
Sharing  for 
Durable  Medical 
Equipment 

(technical  correction) 


1889(4)        2321(d)(4)(B)     1085  1281 
Redes- 
ignated 
as  (d) 


Medicaid  - 
Appropriations 
(technical  correction) 


1901  2663(j)(3)(C)  1171 


832 


1413 


Medicaid  -  State 
Plans  for  Medical 
Assistance 

(technical  correction) 


1902(a)  2373(b)(1)  1111 
(9)(C) 


1366 


Medicaid  -  State 
Plans  for  Medical 
Assistance 

(technical  correction) 


1902(a)  2373(b)(2)  1111 
(10)(A) 


1366 


Medicaid  -  State 
Plans  -  Coverage 
for  Pregnant 
Women  and  Children 


1902(a)  2361(a) 

(10)(A) 

(i) 


1104 


75, 

956, 

*1237 


1359 


Medicaid  - 
Revaluation  of 
Provider  Assets  - 
Change  of  Ownership 
(technical  amendment) 


1902(a)  2314(b)(1) 
(13)(A) 


1079 


Medicaid  -  Payment 
to  Hospitals  - 
Deduction  for 
Medicare  Overpayments 
(technical  amendment) 


1902(a)  2373(b)(3)  1111 
(13)(A) 


1366 


Medicaid  - 
Revaluation  of 
Provider  Assets  - 
Change  of  Ownership 
(technical  amendment) 


1902(a)  2314(b)(2) 
(13)(B) 
Redes- 
ignated 
as  (c) 


1079 


Medicaid  - 
Revaluation  of 
Provider  Assets  - 
Change  of  Ownership 
Limitation 


1902(a)  2314(b)(3) 

(13)(B) 

New 


1079 


73, 

946, 

*1215 


.338 
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Medicaid  -  Mental 
Patients  -  Individual 
Plans  (technical 
correction) 


1902(a)  2373(b)(4)  1111 
(20)(B) 


1366 


Medicaid  -  Mental 
Patients  -.Alternate 
Plans  (technical 
correction) 


1902(a)  2373(b)(5)  1111 
(20)(C) 


1366 


Medicaid  -  Mental 
Patients  -  Medical 
Review 


1902(a)  2368(b) 
(26) 


1109 


75, 

957, 

*1238 


1369 


Medicaid  -  Mental 
Patients  -  Nursing 
Facilities 

(technical  correction) 


1902(a)  2373(b)(6) 

(26)(B) 

(ii) 


nil 


1366 


Medicaid  -  Repeal 
of  Special 
Tuberculosis 
Treatment  Requirements 
(technical  amendment) 


1902(a)  2335(e) 
(28) 


1091 


Medicaid  -  State 
Plans  -  Mental 
Disease  Utilization 
Review  (technical 
amendment) 


1902(a)  2363(a)(1)(A)  1105 
(30)  (i) 


Medicaid  -  State 
Plans  -  Mental 
Disease  Utilization 
Review 


1902(a)  2363(a)(1)(A)  1105 
(30)(B)  (ii) 


75, 

957, 
*1238 


1361 


Medicaid  -  State 
Plans  -  Requirement 
for  Medicaid  or 
Independent  Review 


1902(a)  2368(a)  1109 
(31) 


76, 

964, 

*1250 


1369 


Medicaid  -  State 
Plans  -  Relating 
to  the  Blind 
(technical  correction) 

Medicaid  -  State 
Plans  -  Provider 
Audits  (technical 
correction) 


1902(a)  2373(b)(7)  1111 
(33)(A) 


1902(a)  2373(b)(8)  1111 
(42)(B) 


1366 


1366 
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Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep. 

98           Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep. 
Vol.  II  98-861 


Medicaid  -  State 
Plans  -  Payment  for 
Clinical  Diagnostic 
Laboratory  Tests 
(technical  amendment) 


1902(a) 
(42) 


2303(g)(1)(A)     1066  — 


Medicaid  -  State 
Plans  -  Recertif ication 
of  Admission  by 
Physicians  (technical 
amendment ) 


1902(a) 
(42) 


2363(a)(1)(B)  1105 


Medicaid  -  State 
Plans  -  Laboratory 
Services  -  Payment 
for  Services  not 
Personally  Performed 
by  Recipient 
Physician 


1902(a) 
(43) 

Stricken 


2303(g)(1)(B)     1056  — 


Medicaid  -  State  1902(a) 
Plans  -  Physician  (43)  As 
Certification  on  redes- 
Admission  ignated 
(technical  amendment) 


2363(a)(1)(B)  1105 


Medicaid  -  State  1902(a) 
Plans  -  Mandatory  (43)  As 
Assignment  Rights  to  redes- 
Payment  (technical  ignated 
amendment) 


2367(a)(1)  1108 


Medicaid  -  State  1902(a) 
Plans  -  Payment  for  (44)  Re- 
Services  not  Personally  desig- 
Performed  by  Recipient  nated 
Physician  (technical  as  (43) 
amendment) 


2303(g)(1)(C)     1066  — 


Medicaid  -  State 
Plans  -  Income 
and  Eligibility 
Verification 
(technical  amendment) 


1902(a) 
(44) 


2651(c)(1)  1149 


Medicaid  -  State 
Plans  -  Physician 
Certification  on 
Admission 


1902(a) 
(44) 


2363(a)(1)(B)  1105 


75, 

957, 

*1238 


1361 


Medicaid  -  State 
Plans  -  Mandatory 
Assignment  of  Rights 
of  Payment  (technical 
amendment ) 


1902(a) 
(44) 


2367(a)(2)  1108 


P.L.  98-369  (Cont.) 


78 


Subject 


S.S.  Act 

Section 


P.L. 

Section 


H.  Rep. 

98-432  H.  Rep. 

98           Vol.  I  98-432 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rep. 

Vol.  II  98-861 


Medicaid  -  State  1902(a) 

Plans  -  Income  and  (45) 

Eligibility 

Verification 

(technical  amendment) 

Medicaid  -  State  1902(a) 

Plans  -  Mandatory  (45) 

Assignment  of  Rights  New 
of  Payment 


2651(c)(2)  1149 


2367(a)(3)  1108 


74, 

954, 

*1234 


1368 


Medicaid  -  State 
Plans  -  'Income 
and  Eligibility 
Verification 


1902(a) 

(46) 

New 


2651(c)(3)  1149 


1410 


993, 
*1311 


Medicaid  -  State 
Plans  -  Skilled 
Nursing  Facility 
(citation  correction) 


1902(a) 


2373(b)(9)  1111 


1366 


Medicaid  -  State  1902(e) 
Plans  -  Entitlement  (4) 
for  Certain  Newborns  New 


2362(a)  1105 


1361 


Medicaid  -  State 
Plans  -  Requirement  of 
State  to  Provide 
Assistance  (technical 
correction) 

Medicaid  -  Closure 
and  Conversion  of 
Underutilized 
Hospitals  -  Effective 
Date 


1902(f)        2373(b)(10)  1111 


1903(e)        2353(b)  1099 


77, 

965, 

*1254 


1366 


1348 


Medicaid  - 
Recertif ication  of 
Patients  in  Skilled 
Nursing  and 
Intermediate  Care 
Facilities 


1903(g) 
(1) 


2363(a)(2)(A)  1106 


75, 

957, 

*1238 


1361 


Medicaid  - 
Recertif ication  of 
Patients  in  Skilled 
Nursing  and 
Intermediate  Care 
Facilities  -  Fiscal 
Year 


1903(g) 
(1) 


2363(a)(2)(B)  1106 


75,  1361 

957  , 

*1238 
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Subject 
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H.  Rep. 
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Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rer 

Vol.  II  98-861 


Medicaid  -  Management 
of  Review  of  Skilled 
Nursing  and 
Intermediate  Care 
Facilities 


1903(g) 
(1) 


2363(a)(2)(C)  1106 


75, 

957, 

*1238 


1361 


Medicaid  -  Deadline 
for  State  Showing 
of  Utilization 
Review  (technical 
correction) 


1903(g)  2373(b)(ll) 
(A)(B)  (A) 


nil 


1366 


Medicaid  -  Deadline 
for  State  Showing 
of  Utilization 
Review  (technical 
correction) 


1903(g) 
(A)(B) 


2373(b)(ll) 
(B) 


1111 


1366 


Medicaid  -  Periods 
for  Recertif ication 
in  Inpatient, 
Skilled  Nursing  and 
Intermediate  Care 
Facilities 


1903(g)  2363(a)(4) 
(6) 


1106 


75, 
957  , 
*1238 


1361 


Medicaid  -  Standards 
of  Care  in  Skilled 
Nursing  and 
Intermediate  Care 
Facilities 


1903(g)  2363(b) 

(7) 

New 


1107 


75, 
957  , 
*1238 


1361 


Medicaid  -  Limits 
on  Payment  for 
Diagnostic  Laboratory 
Tests  (technical 
amendment) 


1903(i)  2303(g)(2)(A)  1066 
(6) 


Medicaid  -  Limits 
on  Payment  for 
Diagnostic  Laboratory 
Tests 


1903(i)        2303(g)(2)(B)  1066 

(7) 

New 


73, 

944, 

*1211 


1347 


Medicaid  -  Waiver 
of  Certain 
Membership 
Requirements  in 
Certain  Health 
Maintenance 
Organizations 
(technical  amendment) 


1903(m)        2364(1)  1107 

(2)(A) 

(vi)(I) 
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Subject 
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Section 
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Section 


H.  Rep. 

98-432  H.  Rep. 

98  Vol.  I  98-A32 

Stat.      Vol.  II  Part  2 


S.  Prt. 

98-169 

Vol.  I  H.C.  Rei 

Vol.  II  98-861 


Medicaid  -  Exception  1903(m) 

to  Certain  Health  (2)(B) 

Maintenance  (i)(I) 

Organization 

Requirements 

(technical  correction) 


2373(b)(12)  1111 
(A) 


1366 


Medicaid  -  Exception 
to  Certain  Health 
Maintenance 
Organization 
Requirements 
(technical  correction) 

Medicaid  -  Exception 
to  Certain  Health 
Maintenance 
Organization 
Requirements 
(technical  correction) 


1903(m) 

(2)(B) 

(i)(I) 


1903(m) 

(2)(B) 

(i)(II) 


2373(b)(12)  1112 
(C) 


2373(b)(12)  nil 
(B) 


1366 


1366 


Medicaid  -  Exception  1903(m) 

to  Certain  Health  (2)(C) 

Maintenance 

Organization 

Requirements 

(technical  correction) 

Medicaid  -  Waiver  1903(m) 

of  Certain  Membership  (2)(E) 

Requirements  in  New 

Certain  Health 

Maintenance 

Organizations 

Medicaid  -  Waiver  1903(m) 

of  Certain  Membership  (2)(F) 

Requirements  in  New 

Certain  Health 

Maintenance 

Organizations 

Medicaid  -  Exception  1903(s) 
to  Reduction  in  (3)(B) 
Payments  to  State 
(technical  correction) 

Medicaid  -  Medical  1904(a) 
Assistance  (technical  (4)(A) 
correction) 


2373(b)(13)  1112 


2364(2)  1107 


2364(2)  1107 


2373(b)(14)  1112 


2373(b)(15)  1112 
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1364 


1364 


1366 
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Medicaid  -  Repeal 
of  Special 
Tuberculosis 
Requirements 


1905(a)  2335(f) 
(1) 


1091 


75, 

960, 

*1242 


1327 


Medicaid  -  Repeal 
of  Special 
Tuberculosis 
Requirements 


1905(a)  2335(f) 
(4)(A) 


1091 


75, 

960, 

*1242 


1327 


Medicaid  -  Clinic 
Administration 


1905(a)  2371(a) 
(9) 


1110 


77, 

969, 

*i262 


1370 


Medicaid  -  Repeal 
of  Special 
Tuberculosis 
Requirements 


1905(a)  2335(f) 
(14) 


1091 


75, 

960, 

*1242 


1327 


Medicaid  -  Repeal 
of  Special 
Tuberculosis 
Requirements 


1905(a)  2335(f) 
(15) 


1091 


75, 

1960, 

*1242 


1327 


Medicaid  -  Nurse- 
midwife  (technical 
correction) 


1905(a)  2373(b)(16) 
(17) 


1112 


1366 


Medicaid  -  Repeal 
of  Special 
Tuberculosis 
Requirements 


1905(a)  2335(f) 
(B) 


1091 


75, 

960, 

*1242 


1327 


Medicaid  -  Essential 
Persons  (technical 
correction) 


1905(a)  2373(b)(17) 


1112 


1366 


Medicaid  -  Federal 
Medical  Assistance 
Percentage 

(citation  correction) 


1905(b)  2373(b)(18) 


1112 


1366 


Medicaid  - 
Intermediate  Care 
Facility  Services 
(technical  correction) 


1905(d)  2373(b)(19) 
(1) 


1112 


1366 


Medicaid  - 
Certification  of 
Psychiatric  Hospitals 


1905(h)  2340(b) 
(1)(A) 


1093 


78, 

974, 

*1272 


1327 


Medicaid  -  Nurse- 
midwife 

(technical  correction) 


1905(m)  2373(b)(20) 


1112 


1366 
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H.  Rep.  S.  Prt. 

98-432  H.  Rep.  98-169 

S.S.  Act      P.L.                     98            Vol.  I  98-432  Vol.  I  H.C.  Rey 

Subject                        Section        Section               Stat .      Vol.  II  Part  2  Vol.  II  98-861 


Medicaid  -  Qualified 
Pregnant  Woman  or 
Child 


1905(n)  2361(b) 
New 


1104 


75, 

956, 

*1237 


1359 


Medicaid  -  Mandatory 
Assignment  of 
Rights  of  Payment 


1912(a)  2367(b) 


1109 


74, 
954  , 
*1234 


1368 


Medicaid  -  Long- 
Term  Care  Hospitals  - 
Flexibility  of  Rates 
(technical  amendment) 


1913(b)  2369(a)(1)  1110 
(1) 


Medicaid  -  Long- 
Term  Care  Hospitals  - 
Flexibility  of  Rates 

Medicaid  -  Home 
or  Community  Based 
Services  (technical 
correction) 

Medicaid  -  Subpoenas 
Application  of  Title 
II  Provisions 


1913(b)  2369(a)(2)  1110 

(3) 

New 

1915(c)  2373(b)(21)  1112 
(1) 


1918 
New 


2370(a) 


1110 


76, 

964, 

*1253 


76, 

964, 
*1253 


1369 


1366 


1370 


Social  Services  Block 
Grants  -  Payments 
to  States 

(citation  correction) 


2002(b)  2663(h)(1) 


1169  356, 
1281 


822 


1413 


Social  Services  Block 
Grants  -  Reports 
and  Audits 

(citation  correction) 


2006(c)        2663(h)(2)  1169  356, 

1282 


822 


1413 
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July  18,  1984 
"  [H.R.  4170] 


Deficit 

Reduction  Act  of 
1984. 

26  use  1  note. 


Tax  Reform  Act 

of  1984. 

26  use  1  note. 


26  use  1  et  seq. 


Public  Law  98-369 
98th  Congress 

An  Act 

To  provide  for  tax  reform,  and  for  deficit  reduction. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled, 

SECTION  1.  SHORT  TITLE. 

(a)  Short  Title. — This  Act  may  be  cited  as  the  "Deficit  Reduction 
Act  of  1984". 

(b)  Act  Divided  Into  2  Divisions. — This  Act  consists  of  2  divisions 
as  follows: 

(1)  Division  A.— Tax  Reform  Act  of  1984. 

(2)  Division  B.— Spending  Reduction  Act  of  1984. 

DIVISION  A— TAX  REFORM  ACT  OF  1984 

SEC.  5.  SHORT  TITLE;  ETC. 

(a)  Short  Title. — This  division  may  be  cited  as  the  "Tax  Reform 
Act  of  1984". 

(b)  Amendment  of  1954  Code. — Except  as  otherwise  expressly 
provided,  whenever  in  this  division  an  amendment  or  repeal  is 
expressed  in  terms  of  an  amendment  to,  or  repeal  of,  a  section  or 
other  provision,  the  reference  shall  be  considered  to  be  made  to  a 
section  or  other  provision  of  the  Internal  Revenue  Code  of  1954. 

SEC.  10.  TABLE  OF  CONTENTS. 
Section  1.  Short  title. 

DIVISION  A— TAX  REFORM  ACT  OF  1984 
Sec.  5.  Short  title,  etc. 

TITLE  I— TAX  FREEZE;  TAX  REFORMS  GENERALLY 
Sec.  10.  Table  of  contents. 

Subtitle  A — Deferral  of  Certain  Tax  Reductions 
Part  I — Income  Tax  Provisions 


Sec.  11. 
Sec.  12. 
Sec.  13. 
Sec.  14. 
Sec.  15. 
Sec.  16. 
Sec.  17. 
Sec.  18. 


Amount  of  used  property  eligible  for  investment  tax  credit. 
Finance  lease  provisions. 

Election  to  expense  certain  depreciable  business  assets. 

Employee  stock  ownership  credit. 

Cost-of-living  adjustments  in  pension  plan  limitations. 

Repeal  of  partial  interest  exclusion. 

Foreign  earned  income  of  individuals. 

Effective  date. 


Part  II— Estate  and  Gift  Tax  Rates 


Sec.  21.  Maximum  rate. 


Part  III— Excise  Taxes 

Sec.  25.  Tax  rate  on  newly  discovered  oil. 

Sec.  26.  Excise  tax  on  communications  services. 

Sec.  27.  Excise  tax  on  distilled  spirits. 
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Subtitle  B — Tax-Exempt  Entity  Leasing 

Sec.  31.  Denial  of  tax  incentives  for  property  leased  to  governments  and  other  tax- 
exempt  entities. 
Sec.  32.  Motor  vehicle  operating  leases. 

Subtitle  C — Treatment  of  Bonds  and  Other  Debt  Instruments 
Sec.  41-  Treatment  of  bonds  and  other  debt  instruments. 

Sec.  42.  Technical  and  conforming  amendments  related  to  original  issue  discount 
changes. 

Sec.  43.  Technical  and  conforming  amendments  related  to  treatment  of  market  dis- 
count and  acquisition  discount. 
Sec.  44.  Effective  dates. 

Subtitle  D — Ck)rporate  Provisions 
Part  I— Limitations  on  Dividends  Received  Deduction 

Sec.  51.  Dividends  received  deduction  reduced  where  portfolio  stock  is  debt  fi- 
nanced. 

Sec.  52.  Treatment  of  dividends  from  regulated  investment  companies. 

Part  II— Treatment  of  Certain  Distributions 

Sec.  53.  Corporate  shareholder's  basis  in  stock  reduced  by  nontaxed  portion  of  ex- 
traordinary dividends. 
Sec.  54.  Distribution  of  appreciated  property  by  corporations. 

Sec.  55.  Extension  of  holding  period  for  losses  attributable  to  capital  gain  dividends 
of  regulated  investment  companies  or  real  estate  investment  trusts. 

Part  III — Miscelxaneous  Provisions 

Sec.  56.  Denial  of  deductions  for  certain  expenses  incurred  in  connection  with  short 
sales. 

Sec.  57.  Nonrecognition  of  gain  or  loss  by  corporation  on  options  with  respect  to  its 
stock. 

Sec.  58.  Amendments  to  accumulated  earnings  tax. 

Sec.  59.  Repeal  of  stock  for  debt  exception  for  purposes  of  determining  income  from 

discharge  of  indebtedness. 
Sec.  60.  Affiliated  group  defined. 
Sec.  61.  Provisions  relating  to  earnings  and  profits. 

Sec.  62.  2-year  delay  in  application  of  the  net  operating  loss  rules  added  by  the  Tax 
Reform  Act  of  1976. 

Sec.  68.  Target  corporation  must  distribute  assets  after  reorganization  described  in 
section  368(aXlXC). 

Sec.  64.  Definition  of  control  for  purposes  of  nondivisive  reorganizations  under  sec- 
tion 368(aXlXD). 
Sec.  65.  Collapsible  corporations. 

Sec.  66.  Phase-out  of  graduated  rates  for  large  corporations. 
Sec.  67.  Restrictions  on  golden  parachute  payments. 

Sec.  68.  Increase  in  reduction  in  certain  corporate  preference  items  from  15  percent 
to  20  percent. 

Subtitle  E— Partnership  Provisions 

Sec.  71.  Partnership  allocations  with  respect  to  contributed  property. 

Sec.  72.  Determination  of  distributive  shares  when  partner's  interest  changes. 

Sec.  73.  Pajonents  to  partners  for  property  or  certain  services. 

Sec.  74.  Contributions  to  a  partnership  of  unrealized  receivables,  inventory  items, 

or  capital  loss  property. 
Sec.  75.  Transfers  of  partnership  and  trust  interests  by  corporations. 
Sec.  76.  Application  of  section  751  in  the  case  of  tiered  partnerships. 
Sec.  77.  Section  1031  not  applicable  to  partnership  interests;  limitation  on  the 

period  during  which  like  kind  exchanges  may  be  made. 
Sec.  78.  Elimination  of  basis  strips  under  section  734(b). 
Sec.  79.  Overruling  of  Raphan  case. 

Subtitle  F — Trust  Provisions 

Sec.  81.  Treatment  of  property  distributed  in  kind. 
Sec.  82.  Treatment  of  multiple  trusts. 

Subtitle  G— Accounting  Changes 

Sec.  91.  Certain  amounts  not  treated  as  incurred  before  economic  performance. 
Sec.  92.  Treatment  of  certain  deferred  payments  for  use  of  property  or  services. 
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Sec.  93.  Amortization  of  construction  period  interest  and  taxes  for  residential  real 

property  held  by  corporations. 
Sec.  94.  Capitalization  of  start-up  expenditures. 
Sec.  95.  LIFO  conformity  rules  applied  on  controlled  group  basis. 

Subtitle  H — Provisions  Relating  to  Tax  Straddles 

Sec.  101.  Repeal  of  exception  from  straddle  rules  for  stock  options  and  certain 
stock. 

Sec.  102.  Section  1256  extended  to  certain  options. 

Sec.  103.  Regulations  under  section  1092(b). 

Sec.  104.  Limitation  on  losses  from  hedging  transactions. 

Sec.  105.  Clarification  that  section  1234  applies  to  options  on  regulated  futures  con- 
tracts and  cash  settlement  options. 

Sec.  106.  Wash  sale  rules  to  apply  to  losses  on  certain  short  sales. 

Sec.  107.  Time  for  identification  by  taxpayer  of  certain  transactions. 

Sec.  108.  Treatment  of  certain  losses  on  straddles  entered  into  before  effective  date 
of  E^conomic  Recovery  Tax  Act  of  1981. 

Subtitle  I — Depreciation 

Sec.  111.  Recovery  period  for  certain  real  property  extended  to  18  years. 

Sec.  112.  Recapture  in  case  of  installment  sales. 

Sec.  113.  Provisions  relating  to  sound  recordings  and  films. 

Sec.  114.  Definition  of  section  38  property  in  sale-le8iseback  transactions. 

Subtitle  J— Foreign  Provisions 

Part  I— Changes  in  Source  and  Character  Rules 

Sec.  121.  Certain  amounts  treated  as  derived  from  United  States  sources  for  pur- 
poses of  limitation  on  foreign  tax  credit. 

Sec.  122.  Certain  amounts  treated  as  interest  for  purposes  of  the  limitation  on  the 
foreign  tax  credit. 

Sec.  123.  Treatment  of  related  person  factoring  income. 

Sec.  124.  Treatment  of  certain  transportation  income. 

Sec.  125.  Treatment  of  certain  distributions  received  by  United  States-owned  for- 
eign corporations. 

Sec.  126.  Allocation  under  section  861  of  research  and  experimental  expenditures. 
Part  II— Withholding  Provisions 

Sec.  127.  Repeal  of  30  percent  tax  on  interest  received  by  foreign  persons  on  certain 
portfolio  investments. 

Sec.  128.  Treatment  of  United  States  source  original  issue  discount  in  case  of  for- 
eign persons. 

Sec.  129.  Withholding  of  tax  on  dispositions  of  United  States  real  property  inter- 
ests. 

Sec.  130.  Treatment  of  payments  to  Guam  and  Virgin  Islands  corporations. 

Part  HI— Taxation  of  Certain  Transfers  of  Property  Outside  the  United 

States 

Sec.  131.  Taxation  of  certain  transfers  of  property  outside  the  United  States. 
Part  IV— Miscellaneous  Foreign  Corporate  Provisions 

Sec.  132.  Amendments  related  to  foreign  personal  holding  companies. 
Sec.  133.  Amendments  related  to  section  1248. 
Sec.  134.  Definition  of  foreign  investment  company. 

Sec.  135.  Application  of  collapsible  corporation  rules  to  foreign  corporations. 
Sec.  136.  Stapled  stock;  stapled  entities. 

Sec.  137.  Services  relating  to  insurance  policies  are  treated  as  performed  in  country 
of  risk. 

Part  V— Treatment  of  Auen  Individuals 

Sec.  138.  Definition  of  resident  alien  and  nonresident  alien. 
Sec.  139.  Treatment  of  community  income. 

Subtitle  K — Reporting,  Penalty,  and  Other  Provisions 

Part  I — Provisions  Relating  to  Tax  Shelters 

Sec.  141.  R^istration  of  tax  shelters. 

Sec.  142.  Organizers  and  sellers  of  potentially  abusive  tax  shelters  must  keep  lists 
of  investors. 
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Sec.  143.  Increase  in  penalty  for  promoting  abusive  tax  shelters;  injunction  against 

aiding  or  abetting  understatement  of  tax  liability. 
Sec.  144.  Increased  rate  of  interest  on  substantial  underpayments  attributable  to 

certain  tax  motivated  transactions. 

Part  II — Information  Reporting  Provisions 

Sec.  145.  Returns  relating  to  mortgage  interest  received  in  trade  or  business  from 
individuals. 

Sec.  146.  Returns  relating  to  cash  received  in  trade  or  business. 

Sec.  147.  Provisions  relating  to  individual  retirement  accounts. 

Sec.  148.  Returns  relating  to  foreclosures  and  abandonments  of  security. 

Sec.  149.  Returns  relating  to  exchanges  of  partnership  interests  where  unrealized 

receivables,  etc.,  involved. 
Sec.  150.  Statements  required  in  c£ise  of  certain  substitute  payments. 
Sec.  151.  Reporting  of  State  and  local  refunds  not  required  with  respect  to  non- 

itemizers. 

Sec.  152.  Furnishing  of  TIN  under  backup  withholding. 

Part  III— Other  Compuance  Provisions 

Sec.  155.  Substantiation  of  charitable  contributions;  modifications  of  incorrect  valu- 
ation penalty. 

Sec.  156.  Authorization  to  disregard  appraisals  of  persons  penalized  for  aiding  in 

understatements  of  tax  liability. 
Sec.  157.  Limitation  on  mailing  of  deposits  of  taxes. 
Sec.  158.  Interest  on  certain  additions  to  tax. 

Sec.  159.  Penalty  for  fraudulent  withholding  exemption  certificate  or  failure  to 
supply  information. 

Sec.  160.  Application  of  penalty  for  frivolous  proceedings  to  pending  Tax  Court  pro- 
ceedings. 

Sec.  161.  Failure  to  request  change  of  method  of  accounting. 
Sec.  162.  Clarification  of  change  of  venue  for  certain  tax  offenses. 
Sec.  163.  Extension  of  statute  of  limitations  with  respect  to  certain  expenditures 
relating  to  contributions  in  aid  of  construction. 

Subtitle  L — Miscellaneous  Provisions 

Sec.  171.  Inclusion  of  tax  benefit  items  in  income. 
Sec.  172.  Loans  with  below-market  interest  rates. 
Sec.  173.  Eligibility  for  income  averaging. 
Sec.  174.  Amendments  to  section  267. 
Sec.  175.  Amendments  to  section  1239. 

Sec.  176.  Recapture  of  net  ordinary  losses  under  section  1231. 
Sec.  177.  Repeal  of  exemption  from  Federal  tax  of  the  Federal  Home  Loan  Mort- 
gage Corporation. 

Sec.  178.  Special  rule  relating  to  sales  or  exchanges  of  certain  economic  interests  in 

coal  between  related  parties. 
Sec.  179.  Limitation  on  amount  of  depreciation  and  investment  tax  credit  for 

luxury  automobiles;  limitation  where  certain  property  used  for  personal 

purposes. 

TITLE  II— LIFE  INSURANCE  PROVISIONS 

Sec.  201.  Table  of  sections  for  part  I  of  subchapter  L. 

Subtitle  A — Taxation  of  Life  Insurance  Companies 

Part  I — Amendment  O'''  Subchapter  L 

Sec.  211.  Amendment  of  subchapter  L. 
Sec.  212.  Certain  reinsurance  agreements. 

Part  II — Effective  Date;  Transitional  Rules 

SUBPART  A — effective  DATE 

Sec.  215.  Effective  date. 

SUBPART  B— TRANSITIONAL  RULES 

Sec.  216.  Reserves  computed  on  new  basis;  fresh  start. 

Sec.  217.  Other  special  rules. 

Sec.  218.  Underpayments  of  estimated  tax  for  1984. 

Sec.  219.  Clarification  of  authority  to  require  certain  information. 
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Subtitle  B — Taxation  of  Life  Insurance  Products 

Sec.  221.  Definition  of  life  insurance  contract. 

Sec.  222.  Treatment  of  certain  annuity  contracts. 

Sec.  223.  Group-term  life  insurance  purchased  for  employees. 

Sec.  224.  Treatment  of  certain  exchgrnges  of  insurance  policies. 

Subtitle  C— Studies 

Sec.  231.  Studies. 

TITLE  III— REVISION  OF  PRIVATE  FOUNDATION  PROVISIONS 

Sec.  301.  Limitations  on  deduction  for  contributions  to  private  foundations. 
Sec.  302.  Exemption  for  certain  operating  foundations  from  excise  tax  on  invest- 
ment income. 

Sec.  303.  Reduction  in  excise  tax  on  investment  income  where  private  foundation 

meets  certain  distribution  requirements. 
Sec.  304.  Amendment  to  taxes  on  failure  to  distribute  income. 
Sec.  305.  Abatement  of  first  tier  taxes  in  certain  cases. 
Sec.  306.  Miscellaneous  amendments. 

Sec.  307.  5-year  extension  of  requirement  to  dispose  of  certain  excess  holdings  at- 
tributable to  large  gifts  and  bequests. 

Sec.  308.  Decreases  attributable  to  stock  issuances  not  to  reduce  permitted  percent- 
age of  holdings  where  decrease  is  2  percent  or  less. 

Sec.  309.  Aggr^ation  of  stock  holdings  of  private  foundation  and  disqualified  per- 
sons in  appl)ring  95  percent  ownership  test. 

Sec.  310.  5-year  period  to  dispose  of  excess  holdings  resulting  from  certain  acquisi- 
tions by  disqualified  persons. 

Sec.  311.  The  conducting  of  certain  games  of  chance  not  treated  as  unrelated  trade 
or  business. 

Sec.  312.  Tax  on  self-dealing  not  to  apply  to  certain  stock  purchases. 
Sec.  313.  Person  ceases  to  be  substantial  contributor  after  10  years  with  no  connec- 
tion to  foundation. 
Sec.  314.  Technical  amendments. 

TITLE  IV-TAX  SIMPLIFICATION 

Subtitle  A— Revision  and  Simplification  of  Estimated  Income  Tax  for  Individuals 

Sec.  411.  Revision  of  penalty  for  failure  to  pay  estimated  income  tax. 
Sec.  412.  Repeal  of  requirement  of  declarations,  etc. 

Sec.  413.  Crediting  of  income  tax  overpayment  against  estimated  tax  liability. 
Sec.  414.  Effective  dates. 

Subtitle  B — Domestic  Relations 

Sec.  421.  Treatment  of  transfers  of  property  between  spouses  or  incident  to  divorce. 
Sec.  422.  Tax  treatment  of  alimony  and  separate  maintenance  payments. 
Sec.  423.  Dependency  exemption  in  the  case  of  child  of  divorced  parents,  etc. 
Sec.  424.  Innocent  spouse  relieved  of  liability  in  certain  cases. 

Sec.  425.  Treatment  of  certain  property  settlements  for  purposes  of  estate  and  gift 
taxes. 

Sec.  426,  Income  from  sheltered  workshops  not  taken  into  account  in  determining 
dependency  exemption. 

Subtitle  C — Revision  of  At-Risk  Rules 
Sec.  431.  Revision  of  investment  credit  at-risk  rules. 

Sec.  432.  Exclusion  of  active  businesses  of  qualified  C  corporations  from  at-risk 
rules,  etc. 

Subtitle  D — Miscellaneous  Treasury  Administrative  Provisions 
Part  I— Provisions  Not  Relating  to  Distilled  Spirits  Tax 

Sec.  441.  Simplification  of  certain  reporting  requirements. 
Sec.  442.  Removal  of  $1,000,000  limitation  on  working  capital  fund. 
Sec.  443.  Increase  in  limitation  on  revolving  fund  for  redemption  of  real  property. 
Sec.  444.  Removal  of  $1,000,000  limitation  on  special  authority  to  dispose  of 
obligations. 

Sec.  445.  Secretary  of  the  Treasury  authorized  to  accept  gifts  and  bequests. 

Sec.  446.  Extension  of  period  for  court  review  of  jeopardy  assessment  where  prompt 

service  not  made  on  the  United  States. 
Sec.  447.  Extension  of  period  during  which  additional  tax  shown  on  amended 

return  may  be  assessed. 
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Sec.  448.  Treatment  of  certain  guaranteed  drafts  issued  by  financial  institutions. 
Sec.  449.  Disclosure  of  windfall  profit  tax  information  to  State  tax  officials. 
Sec.  450.  Financial  reporting  of  investment  tax  credits. 

Part  II— Provisions  Relating  to  Distilled  Spirits 

Sec.  451.  Repeal  of  occupational  tax  on  manufacturers  of  stills  and  condensers;  no- 
tices of  manufacture  and  set  up  of  stills. 

Sec.  452.  Allowance  of  drawback  claims  even  where  certain  requirements  not  met. 

Sec.  453.  Disclosure  of  alcohol  fuel  producers  to  administrators  of  State  alcohol 
laws. 

Sec.  454.  Repeal  of  stamp  requirement  for  distilled  spirits. 
Sec.  455.  Cooking  wine  may  be  fortified  using  distilled  spirits. 
Sec.  456.  Effective  dates. 

Subtitle  E— Tax  Court  Provisions 

Sec.  461.  Increase  in  jurisdictional  limit  for  small  cases. 

Sec.  462.  Annuities  to  survivors  of  Tax  Court  judges. 

Sec.  463.  Proceedings  which  may  be  assigned  to  commissioners. 

Sec.  464.  Special  trial  judges. 

Sec.  465.  Publicity  of  Tax  Court  proceedings. 

Subtitle  F— Simplification  of  Income  Tax  Credits 

Sec.  471.  Credits  grouped  together  in  more  logical  order. 

Sec.  472.  Uniform  limitation  on  personal  nonrefundable  credits. 

Sec.  473.  Uniform  carryover  provisions  for  business-related  credits. 

Sec.  474.  Technical  and  conforming  amendments. 

Sec.  475.  Effective  dates. 

Subtitle  G — Miscellaneous  Simplification  Provisions 
Sec.  481.  Preferred  stock  eligible  under  section  1244. 

Sec.  482.  Medical  care  deduction  allowed  for  lodging  away  from  home  in  certain 
cases. 

Subtitle  H— Repeal  of  Certain  Obsolete  Provisions 

Sec.  491.  Termination  of  rules  relating  to  qualified  bond  purchase  plans  and  retire- 
ment bonds  with  respect  to  bonds  issued  after  December  31,  1983. 

Sec.  492.  Repeal  of  rules  relating  to  gains  from  disposition  of  property  used  in  farm- 
ing where  farm  losses  offset  nonfarm  income. 

TITLE  V-EMPLOYEE  BENEFIT  PROVISIONS 

Subtitle  A— Welfare  Benefit  Plans 

Sec.  511.  Treatment  of  funded  welfare  benefit  plans. 
Sec.  512.  Treatment  of  unfujided  deferred  benefits. 

Sec.  513.  Additional  requirements  for  tax-exempt  status  of  certain  organizations. 

Subtitle  B — Provisions  Relating  to  Pension  Plans 
Sec.  521.  Required  distributions. 

Sec.  522.  Rollover  of  certain  partial  distributions  permitted. 

Sec.  523.  Treatment  of  distributions  where  substantially  all  contributions  are  em- 
ployee contributions. 
Sec.  524.  Provisions  relating  to  top-heavy  plans. 

Sec.  525.  Repeal  of  estate  tax  exclusion  for  qualified  pension  plan  benefits. 

Sec.  526.  Affiliated  service  groups,  employee  leasing  arrangements,  and  collective 

bargaining  agreements. 
Sec.  527.  Provisions  relating  to  cash  or  deferred  arrangements. 
Sec.  528.  Treatment  of  certain  medical,  etc.,  benefits  under  section  415. 
Sec.  529.  Certain  alimony  treated  as  compensation. 

Subtitle  C— Tax  Treatment  of  Fringe  Benefits 

Sec.  531.  Exclusion  of  certain  fringe  benefits  from  gross  income. 

Sec.  532.  Exclusion  of  certain  reductions  in  tuition  from  gross  income. 

Subtitle  D— Employee  Stock  Ownership  Plans 

Sec.  541.  Nonrecognition  of  gain  on  stock  sold  to  employee  stock  ownership  plans  or 
certain  cooperatives  if  qualified  replacement  property  acquired. 

Sec.  542.  Deductibility  of  certain  dividend  distributions  from  employee  stock  owner- 
ship plans. 
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Sec.  543.  Exclusion  of  interest  on  loans  used  to  finance  acquisition  of  employer  se- 
curities by  an  ESOP. 

Sec.  544.  Assumption  of  estate  tax  liability  by  employer  stock  ownership  plan  or  co- 
operative receiving  employer  securities. 

Sec.  545.  Excise  tax  on  certain  dispositions  of  employer  securities  by  employee  stock 
ownership  plans  and  certain  cooperatives. 

Subtitle  E — Miscellaneous 

Sec.  551.  Treatment  of  certain  distributions  from  a  qualified  terminated  plan. 
Sec.  552.  Partial  termination  for  certain  pension  plans. 

Sec.  553.  Distribution  requirements  for  accounts  and  annuities  of  an  insurer  in  a 

rehabilitation  proceeding. 
Sec.  554.  Extension  of  time  for  repayment  of  qualified  refunding  loans. 
Sec.  555.  Technical  amendments  to  the  incentive  stock  option  provisions. 
Sec.  556.  Time  for  making  certain  section  83(b)  elections. 

Sec.  557.  Employer  and  employee  benefit  association  treated  as  related  persons 
under  section  1239. 

Sec.  558.  Elimination  of  retroactive  application  of  amendments  made  by  Multiem- 
ployer Pension  Plan  Amendments  Act  of  1980. 
Sec.  559.  Telecommunication  employees. 
Sec.  560.  Study  of  employee  welfare  benefit  plans. 
Sec.  561.  Limitation  accrual  of  vacation  pay. 

TITLE  VI-TAX-EXEMPT  BOND  PROVISIONS 

Subtitle  A— Mortgage  Subsidy  Bonds 

Sec.  611.  4-year  extension  of  mortgage  subsidy  bond  authority. 
Sec.  612.  Mortgage  credit  certificates. 

Sec.  613.  Authority  to  borrow  from  Federal  Financing  Bank. 

Sec.  614.  Elimination  of  certain  exceptions  to  the  application  of  the  Mortgage 
Subsidy  Bond  Tax  Act  of  1980. 

Subtitle  B— Private  Activity  Bonds 

Part  I— General  Restrictions 

Sec.  621.  Limitation  on  aggregate  amount  of  private  activity  bonds. 

Sec.  622.  Tax  exemption  denied  where  obligation  directly  or  indirectly  guaranteed 

by  Federal  Government. 
Sec.  623.  Aggregate  limit  per  taxpayer  for  small  issue  exception. 

Part  II— Arbitrage  Limitations 

Sec.  624.  Arbitrage  on  nonpurpose  obligations. 
Sec.  625.  Student  loan  bonds. 

Part  III — Other  Restrictions 

Denial  of  tax  exemption  to  consumer  loan  bonds. 
Limitations  on  acquisitions  of  land,  existing  facilities,  etc. 
Miscellaneous  industrial  development  bond  provisions. 
Certain  public  utilities  treated  as  exempted  persons  under  section  103(b); 

special  rules  for  certain  railroads. 
Extension  of  small  issue  industrial  development  bond  exception. 
Effective  dates. 

Miscellaneous  exceptions  and  special  rules. 

Subtitle  C— Miscellaneous  Provisions 

Clarification  of  treatment  of  certain  exemptions  for  purposes  of  the 

Federal  estate  and  gift  taxes. 
Reports  with  transfers  of  public  housing  bonds. 

Tax-exempt  status  of  obligations  of  certain  educational  organizations. 
Local  furnishing  of  electricity  or  gas. 

Local  furnishing  of  electricity  or  g£is  where  facility  initially  authorized  by 

Federal  Government. 
Treasury  Department  decisions  affecting  tax-exempt  bonds. 
Special  rule  for  possessions  and  District  of  Columbia. 
Special  arbitrage  rule. 

TITLE  VII— TECHNICAL  CORRECTIONS 
Sec.  701.  Coordination  with  other  titles. 
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Subtitle  A — Amendments  Related  to  the  Tax  Equity  and  Fiscal  Responsibility  Act  of 

1982 

Sec.  711.  Technical  corrections  of  provisions  relating  to  individuals. 

Sec.  712.  Technical  corrections  of  provisions  primarily  relating  to  businesses. 

Sec.  713.  Technical  corrections  of  pension  provisions. 

Sec.  714.  Miscellaneous  provisions. 

Sec.  715.  Effective  date. 

Subtitle  B— Amendments  Related  to  Subchapter  S  Revision  Act  of  1982;  Etc. 

Sec.  721.  Technical  corrections  of  Subchapter  S  Revision  Act  of  1982. 
Sec.  722.  Miscellaneous  provisions. 

Subtitle  C — Amendments  Relating  to  Highway  Revenue  Act  of  1982 

Sec.  731.  Value  of  used  components  furnished  by  first  user  not  taken  into  account 

in  determining  price. 
Sec.  732.  Clarification  of  application  of  gasoline  excise  tax  to  gasohol,  etc. 
Sec.  733.  Certain  chain  operators  of  retail  gasoline  stations  treated  as  producers. 
Sec.  734.  Other  technical  amendments. 

Sec.  735.  Repeal  of  certain  provisions  made  obsolete  by  Highway  Revenue  Act  of 
1982. 

Sec.  736.  Effective  date. 

TITLE  VIII-FOREIGN  SALES  CORPORATIONS 

Sec.  801.  Foreign  sales  corporations. 
Sec.  802.  Interest  charge  DISC. 

Sec.  803.  Taxable  year  of  DISC  and  FSC  required  to  conform  to  taxable  year  of  ma- 
jority shareholder. 
Sec.  804.  Reporting  requirements. 
Sec.  805.  Effective  date;  transition  rules. 

TITLE  IX— HIGHWAY  REVENUE  PROVISIONS 

Subtitle  A — Provisions  Relating  to  Heavy  Vehicle  Use  Tax 

Sec.  901.  Reduction  of  heavy  vehicle  use  tax. 

Sec.  902.  Special  rule  for  trucks  used  in  logging. 

Sec.  903.  Special  rule  for  certain  agricultural  vehicles. 

Subtitle  B — Provisions  Relating  to  Fuel  Taxes 

Sec.  911.  Increase  in  diesel  fuel  tax. 

Sec.  912.  Decrease  in  tax  imposed  on  gasohol. 

Sec.  913.  Modification  of  tax  imposed  on  methanol  and  ethanol. 

Sec.  914.  Extension  of  reduction  in  tax  for  fuel  used  by  taxicabs. 

Sec.  915.  3  cent  tax  on  diesel  fuel,  etc.,  used  in  certain  buses. 

Subtitle  C— Temporary  Reduction  in  Retail  Tax  on  Certain  Piggyback  Trailers 

Sec.  921.  Temporary  reduction  in  tax. 

Subtitle  D— Studies 

Part  I — Studies  Relating  to  Heavy  Vehicle  Use  Tax 

Sec.  931.  Whether  heavy  vehicles  bear  fair  share  of  highway  costs. 
Sec.  932.  Trans-border  trucking. 
Sec.  933.  Weight-distance  taxes. 
Sec.  934.  Reports,  etc. 

Part  II — Other  Studies 

Sec.  935.  Study  of  reduced  fuel  taxes  for  taxicabs. 
Sec.  936.  Study  of  piggyback  trailers. 

TITLE  X— MISCELLANEOUS  REVENUE  PROVISIONS 

Subtitle  A — Capital  Gains  and  Losses 

Sec.  1001.  Decrease  in  holding  period  required  for  long-term  capital  gain  treatment. 
Sec.  1002.  Repeal  of  special  rule  for  pre-1970  losses. 
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Subtitle  B — Excise  Tax  Provisions 
Part  I — Boating  Safety  and  Sport  Fish  Restoration 

SUBPART  A— BOATING  SAFETY  AMENDMENTS 

Sec.  1010.  Policy. 

Sec.  1011.  General  amendments  to  title  46. 

Sec.  1012.  Authorization  of  funds  for  boating  safety. 

Sec.  1013.  Effective  date. 

SUBPART  B— SPORT  FISH  RESTORATION  PROGRAM 

Sec.  1014.  Amendments  to  the  sport  fish  restoration  program. 

Subpart  C — Taxes  on  Sales  of  Sport  Fishing  Equipment,  Etc. 

Sec.  1015.  Tax  on  sale  of  sport  fishing  equipment. 

Sec.  1016.  Establishment  of  Aquatic  Resources  Trust  Fund. 

Sec.  1017.  Tax  on  certain  arrows. 

Part  II— Other  Excise  Taxes 

Sec.  1018.  Exemption  from  aviation  excise  tax  for  certain  helicopter  operations. 
Sec.  1019.  Technical  amendments  to  the  Hazardous  Substance  Response  Revenue 
Act  of  1980. 

Subtitle  C— Estate  and  Gift  Tax  Provisions 

Sec.  1021.  Deferral  of  estate  taxes  for  interest  in  holding  company  which  owns 
stock  in  closely  held  operating  company. 

Sec.  1022.  Permanent  rules  for  reforming  governing  instruments  creating  charita- 
ble remainder  trusts  and  other  charitable  interests. 

Sec.  1023.  Alternate  valuation  election  available  only  where  it  results  in  reduction 
of  gross  estate  and  estate  tax. 

Sec.  1024.  Alternate  valuation  election  available  on  certain  late  returns. 

Sec.  1025.  Modification  of  election  or  agreement  under  section  2032A. 

Sec.  1026.  No  gain  recognized  from  net  gifts  made  before  March  4,  1981. 

Sec.  1027.  Marital  deduction  for  a  usufruct. 

Sec.  1028.  Credit  against  estate  tax  for  transfers  to  Toiyabe  National  Forest. 

Subtitle  D— Charitable  Contributions  and  Exempt  Organizations 
Sec.  1031.  Increase  in  charitable  volunteer  mileage. 

Sec.  1032.  Certain  organizations  providing  child  care  included  within  the  definition 

of  tax-exempt  organizations. 
Sec.  1033.  Restrictions  on  church  tax  inquiries  and  examinations. 
Sec.  1034.  Acquisition  indebtedness  of  certain  educational  institutions. 
Sec.  1035.  Transitional  rule  relating  to  the  definition  of  qualified  conservation 

contributions. 

Subtitle  E — Income  Tax  Credits 

Sec.  1041.  1-year  extension  of  targeted  jobs  credit. 
Sec.  1042.  Increase  in  earned  income  credit. 

Sec.  1043.  Alternative  test  for  definition  of  qualified  rehabilitated  building. 

Subtitle  F— Miscellaneous  Housing  Provisions 

Sec.  1051.  Disaster  loss  deduction  where  taxpayer  ordered  to  demolish  or  relocate 

residence  in  disaster  area  because  of  dis£ister. 
Sec.  1052.  Allocation  of  expenses  to  parsonage  allowances. 
Sec.  1053.  Armed  Forces  overseas  quarters. 

Sec.  1054.  Treatment  of  home  won  in  local  radio  contest  and  specially  designed  for 
handicapped  foster  child. 

Subtitle  G— Extension  of  Existing  Provisions  and  Transition  Rules 

Sec.  1061.  Extension  of  Payment-in-Kind  Tax  Treatment  Act  of  1983  to  wheat  for 
1984  crop  year. 

Sec.  1062.  Extension  of  increased  deduction  for  eliminating  architectural  and  trans- 
portation barriers  to  the  handicapped. 

Sec.  1063.  Permanent  disallowance  of  deduction  for  expenses  of  demolition  of  cer- 
tain structures. 

Sec.  1064.  Amortization  of  expenditures  to  rehabilitate  low-income  rental  housing. 
Sec.  1065.  Rules  treating  Indian  tribal  governments  as  States  made  permanent. 
Sec.  1066.  Transitional  rule  for  treatment  of  certain  income  from  S  corporations. 
Sec.  1067.  Special  lecising  rules  for  certain  coal  gasification  facilities. 
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Subtitle  H — Additional  Provisions 

Sec.  1071.  Tax  treatment  of  regulated  investment  companies. 

Sec.  1072.  Technical  modifications  to  tip  reporting  requirements. 

Sec.  1073.  Tips  treated  as  wages  for  purposes  of  Federal  unemployment  tax. 

Sec.  1074.  Exclusion  of  certain  services  from  the  Federal  Unemployment  Tax  Act. 

Sec.  1075.  Teixation  of  unemplo)rment  compensation  not  to  apply  to  compensation 

paid  for  weeks  of  unemplojrment  ending  before  December  1,  1978. 
Sec.  1076.  Elxclusion  from  gross  income  of  cancellations  of  certain  student  loans. 
Sec.  1077.  Migratory  bird  hunting  stamps. 

Sec.  1078.  Exclusion  from  gross  income  of  pa3mients  from  the  United  States  Forest 
Service  as  a  result  of  restricting  motorized  traffic  in  the  boundary 
waters  canoe  area. 

Sec.  1079.  Tsix  exemption  of  corporations  organized  under  Acts  of  Congress. 

Subtitle  I— Studies 
Sec.  1081.  Study  of  alternative  income  tax  systems. 

Sec.  1082.  Study  of  taxation  by  foreign  countries  on  services  performed  in  the 
United  States. 

Subtitle  A — Deferral  of  Certain  Tax  Reductions 

PART  I— INCOME  TAX  PROVISIONS 

SEC.  11.  AMOUNT  OF  USED  PROPERTY  ELIGIBLE  FOR  INVESTMENT  TAX 
CREDIT. 

(a)  General  Rule.— Subparagraph  (A)  of  section  48(cX2)  (relating   26  use  48. 
to  dollar  limitation  on  amount  of  used  section  38  property)  is 

(1)  by  striking  out  "$150,000  ($125,000  for  taxable  years  begin- 
ning in  1981,  1982,  1983,  or  1984)"  and  inserting  in  lieu  thereof 
"$125,000  ($150,000  for  taxable  years  beginning  after  1987)", 
and 

(2)  by  striking  out  "$150,000  (or  $125,000"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "$125,000  (or  $150,000*'. 

(b)  Technical  Amendment.— Subparagraph  (B)  of  section  48(cX2) 
is  amended  by  striking  out  "$75,000  ($62,500  for  taxable  years 
beginning  in  1981,  1982,  1983,  or  1984)"  and  inserting  in  lieu  thereof 
"$62,500  ($75,000  for  taxable  years  beginning  after  1987)". 

SEC.  12.  FINANCE  LEASE  PROVISIONS. 

(a)  Four- Year  Deferral  of  Finance  Lease  Provisions.— 

(1)  In  general. — Subparagraph  (A)  of  section  209(dXl)  of  the 

Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  is  amended  by   26  USC  168  note, 
striking  out  "December  31,  1983"  and  inserting  in  lieu  thereof 
"December  31, 1987". 

(2)  Finance  lease  provisions  continue  to  apply  to  farm 
PROPERTY.— Clause  (i)  of  section  209(dXlXB)  of  such  Act  is  26USCi68note. 
amended  by  striking  out  "January  1,  1984"  and  inserting  in  lieu 

thereof  "January  1, 1988". 

(3)  Technical  amendments.— 

(A)  Subclause  (I)  of  section  168(fK8XBXii)  (relating  to  re-  26  USC  168. 
quirement  that  only  40  percent  of  lessee's  property  may  be 

treated  as  quadified),  as  amended  by  section  209  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of  1982,  is  amended  bv 
striking  out  "1986"  and  inserting  in  lieu  thereof  "1990' . 

(B)  Paragraph  (4)  of  section  168(i)  (relating  to  limitations), 
as  so  amended,  is  amended  by  striking  out  "1985"  each 
place  it  appears  and  inserting  in  lieu  thereof  "1989". 
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so  redesignated)  and  inserting  in  lieu  thereof  a  period,  and  by 
adding  "or"  at  the  end  of  subparagraph  (E)  (as  so  redesignated). 

(33)  Paragraph  (2)  of  section  457(e)  is  amended  by  striking  out   26  use  457. 
subparagraph  (C)  and  by  redesignating  subparagraphs  (D)  and 

(E)  as  subparagraphs  (C)  and  (D),  respectively. 

(34)  Subsection  (e)  of  section  2039  is  amended—  26  use  2039. 

(A)  by  striking  out  paragraph  (3), 

(B)  by  striking  out  "y  or"  at  the  end  of  paragraph  (2)  and 
inserting  in  lieu  thereof  a  period, 

(C)  by  adding  "or"  at  the  end  of  paragraph  (1), 

(D)  by  striking  out  "405(d)(3),  408(d)(3),  or  409(b)(3)(C)"  and 
inserting  in  lieu  thereof  "or  408(d)(3)",  and 

(E)  by  striking  out  ",  annuity,  or  bond"  each  place  it 
appears  and  inserting  in  lieu  thereof  "or  annuity". 

(35)  Paragraph  (5)  of  section  2517(a)  is  amended  by  striking   26  use  2517. 
out  ",  an  individual  retirement  annuity  described  in  section 

408(b),  or  a  retirement  bond  described  in  section  409(a)"  and 
inserting  in  lieu  tl\ereof  "or  an  individual  retirement  annuity 
described  in  section  408(b)". 

(36)  Paragraph  (5)  of  section  3121(a)  is  amended  by  striking   26  use  3i2i. 
out  subparagraph  (C)  and  by  redesignating  subparagraphs  (D) 

through  (G)  as  subparagraphs  (C)  through  (F),  respectively. 

(37)  Paragraph  (5)  of  section  3306(b)  is  amended  by  striking   26  use  3306. 
out  subparagraph  (C)  and  by  redesignating  subparagraphs  (D) 

through  (G)  as  subparagraphs  (C)  through  (F),  respectively. 

(38)  Paragraph  (12)  of  section  3401(a)  is  amended  by  striking   26  USC  3401. 
out  subparagraph  (C)  and  by  redesignating  subparagraph  (D)  as 
subparagraph  (C). 

(39)  Subsection  (e)  of  section  209  of  the  Social  Security  Act  is   26  use  409. 
amended  by  inserting  "(as  in  effect  before  the  enactment  of  the 

Tax  Reform  Act  of  1984)"  after  "Internal  Revenue  Code  of  1954" 
in  paragraph  (4)  thereof. 

(40)  Subsection  (a)  of  section  4972  is  amended  by  striking  out   26  use  4972. 
the  last  sentence  and  inserting  in  lieu  thereof  "This  section 

applies  only  to  plans  which  include  a  trust  described  in  section 
401(a)  or  which  are  described  in  section  403(a)." 

(41)  Subsection  (a)  of  section  4973  is  amended—  26  use  4973. 

(A)  by  striking  out  paragraph  (3), 

(B)  by  striking  out  "or"  at  the  end  of  paragraph  (2), 

(C)  by  adding  "or"  at  the  end  of  paragraph  (1), 

(D)  by  striking  out  ",  annuities,  or  bonds"  and  inserting 
in  lieu  thereof  "or  annuities",  and 

(E)  by  striking  out  ",  annuity,  or  bond"  and  inserting  in 
lieu  thereof  "or  annuity". 

(42)  Subparagraph  (A)  of  section  4973(b)(1)  is  amended  by 
striking  out  "408(d)(3),  and  409(b)(3)(C)"  and  inserting  in  lieu 
thereof  "and  408(d)(3)". 

(43)  The  last  sentence  of  section  4973(b)  is  amended  by  strik- 
ing out  ",  individual  retirement  annuity,  or  bond"  and  inserting 
in  lieu  thereof  "or  the  individual  retirement  annuity". 

(44)  Paragraph  (1)  of  section  4973(c)  is  amended  by  striking 
out  ",  408(d)(3)(A)(iii),  or  409(b)(3)(C)"  and  inserting  in  lieu 
thereof  "or  408(d)(3)(A)(iii)". 

(45)  The  last  sentence  of  section  4975(d)  is  amended  by  strik-    20  use  4975. 
ing  out  ",  individual  retirement  annuity,  or  an  individual  retire- 
ment bond  (as  defined  in  section  408  or  409)"  and  inserting  in 
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House  of  Representatives  and  the  Committee  on  Finance  of 
the  Senate  by  no  later  than  April  1,  1985. 

(c)  Clarification  That  Fringe  Benefits  Not  Covered  by  Statu- 
tory Exclusion  Included  in  Gross  Income.— Paragraph  (1)  of 

26  use  61.  section  61(a)  (defining  gross  income)  is  amended  by  striking  out 
"commissions,  and  similar  items"  and  inserting  in  lieu  thereof 
"commissions,  fringe  benefits,  and  similar  items". 

(d)  Conforming  Amendments  to  Employment  Taxes.— 

(1)  Social  security  taxes.— 
26  use  3121.  (A)  Subsection  (a)  of  section  3121  (defining  wages)  is 

97  Stat.  126.  amended— 

(i)  by  striking  out  "all  remuneration  paid  in  any 
medium"  in  the  material  preceding  paragraph  (1)  and 
inserting  in  lieu  thereof  "all  remuneration  (including 
benefits)  paid  in  any  medium",  and 

(ii)  by  striking  out  "or"  at  the  end  of  paragraph  (18), 
by  striking  out  the  period  at  the  end  of  paragraph  (19) 
and  inserting  in  lieu  thereof  ";  or",  and  by  inserting 
after  paragraph  (19)  the  following  new  paragraph: 

"(20)  any  benefit  provided  to  or  on  behalf  of  an  employee  if  at 
the  time  such  benefit  is  provided  it  is  reasonable  to  believe  that 
the  employee  will  be  able  to  exclude  such  benefit  from  income 
Ante,  p.  877.  Under  section  117  or  132." 

42  use  409.  (B)  Section  209  of  the  Social  Security  Act  is  amended— 

97  Stat.  127.  (i)  by  striking  out  "all  remuneration  paid  in  any 

medium"  in  the  material  preceding  subsection  (a)  and 
inserting  in  lieu  thereof  "all  remuneration  (including 
benefits)  paid  in  any  medium",  and 

(ii)  by  striking  out  "or"  at  the  end  of  subsection  (q), 
by  striking  out  the  period  at  the  end  of  subsection  (r) 
and  inserting  in  lieu  thereof  ";  or",  and  by  inserting 
after  subsection  (r)  the  following  new  subsection: 
"(s)  Any  benefit  provided  to  or  on  behalf  of  an  employee  if  at 
the  time  such  benefit  is  provided  it  is  reasonable  to  believe  that 
the  employee  will  be  able  to  exclude  such  benefit  from  income 
under  section  117  or  132  of  the  Internal  Revenue  Code  of  1954." 
26  use  3231.  (2)  Railroad  retirement  tax.— Subsection  (e)  of  section  3231 

(defining  compensation)  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5)  The  term  'compensation'  shall  not  include  any  benefit 
provided  to  or  on  behalf  of  an  employee  if  at  the  time  such 
benefit  is  provided  it  is  reasonable  to  believe  that  the  employee 
will  be  able  to  exclude  such  benefit  from  income  under  section 
117  or  132." 

26  use  3306.  (3)  Unemployment  tax —Subsection  (b)  of  section  3306  (defin- 

97  Stat.  860.  ing  wages)  is  amended — 

(A)  by  striking  out  "all  remuneration  paid  in  any 
medium"  in  the  material  preceding  paragraph  (1)  and 
inserting  in  lieu  thereof  "all  remuneration  (including  bene- 
fits) paid  in  any  medium",  and 

(B)  by  striking  out  "or"  at  the  end  of  paragraph  (14),  by 
striking  out  the  period  at  the  end  of  paragraph  (15)  and 
inserting  in  lieu  thereof  ";  or",  and  by  inserting  after 
paragraph  (15)  the  following  new  paragraph: 

"(16)  any  benefit  provided  to  or  on  behalf  of  an  employee  if  at 
the  time  such  benefit  is  provided  it  is  reasonable  to  believe  that 
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Such  study  shall  also  identify  the  strengths  and  potential  weak- 
nesses of  an  alternative  tax  system  and  propose  possible  solutions 
for  any  such  potential  weakness. 

(c)  Alternative  Tax  System. — For  purposes  of  this  section,  the 
term  "alternative  tax  system"  means  a  system  based  on — 

(Da  simplified  income  tax  based  on  gross  income; 

(2)  a  consumption  tax; 

(3)  a  consumption-bsised  tax;  or 

(4)  the  broadening  of  the  base  and  lowering  of  the  rates  of  the 
current  income  tax. 

(d)  Study  of  Tax  Shelters  To  Be  Included.— The  study  conduct- 
ed under  subsection  (a)  shall  include  a  study  of  the  entire  area  of  tax 
shelters  and  how  they  impact  on  the  equity  of  the  tax  system. 

(e)  Reporting  Date. — The  report  of  the  study  required  by  subsec- 
tion (a)  shall  be  submitted  to  the  Committee  on  Ways  and  Means  of 
the  House  of  Representatives  and  the  Committee  on  Finance  of  the 
Senate  not  later  than  December  31, 1984. 

SEC.  1082.  STUDY  OF  TAXATION  BY  FOREIGN  COUNTRIES  ON  SERVICES 
PERFORMED  IN  THE  UNITED  STATES. 

(a)  Study. — The  Secretary  of  the  Treasury  or  his  delegate  shall 
conduct  a  study  of  the  practices  of  foreign  countries  of  taxing 
income  on  services  performed  within  the  United  States,  including, 
but  not  limited  to — 

(1)  the  status  of  treaty  negotiations  with  such  foreign  coun- 
tries with  respect  to  such  practices,  and 

(2)  any  options  to  alleviate  the  taxation  of  such  income  by 
more  than  1  country  without  appropriate  credit  for  taxes  paid. 

(b)  Report. — The  Secretary  of  the  Treasury  or  his  delegate  shall 
report  to  the  Committee  on  Finance  of  the  Senate  and  the  Commit- 
tee on  Ways  and  Means  of  the  House  of  Representatives  the  results 
of  the  study  conducted  under  subsection  (a)  no  later  than  December 
31,  1984. 

DIVISION  B— SPENDING  REDUCTION  ACT  OF  1984 

Sec.  2001.  This  division  may  be  cited  as  the  ''Spending  Reduction 
Act  of  1984". 

TABLE  OF  CONTENTS 

Title  I.  General  provisions. 

Title  II.  Civil  Service  and  military  retirement  programs. 

Title  III.  Medicare,  medicaid,  and  maternal  and  child  health  amendments. 

Title  IV.  Small  business  programs. 

Title  V.  Veterans'  programs. 

Title  VI.  OASDI,  SSI,  AFDC,  and  other  programs. 
Title  VII.  Competition  in  contracting. 
Title  VIII.  Federal  Credit  Union  Act  Amendments. 
Title  IX.  Miscellaneous  provisions. 

title  I— general  provisions 

sense  of  senate  statement 

Sec.  2101.  It  is  the  sense  of  the  Senate  that  ceilings  on  fiscal  year 
1985  appropriation  bills  shall  not  exceed,  in  the  aggregate,  $139.8 
billion  for  non-defense,  discretionary  accounts,  and  shall  not  exceed 
$299  billion  for  defense  accounts.  Further,  it  is  the  sense  of  the 
Senate  that  the  allocations  of  these  sums,  normally  done  through 
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(b)  Title  II  of  Public  Law  89-702,  as  amended  by  section  2  of  Public 

Law  98-129,  is  amended  by  adding  at  the  end  thereof  the  following  16  USC  1161. 
new  section: 

"Sec.  212.  (a)(1)  An  annuity  or  survivor  annuity  based  on  the  i6USCii69a. 
service  of  an  employee  or  Member  who  performed  service  described 
in  the  second  paragraph  (13)  of  subsection  (b)  or  subsection  (1)(1)(C)  of 
section  8332  of  title  5,  United  States  Code,  as  added  by  subsections 
(b)  and  (e),  respectively,  of  section  209  of  this  Act,  shall,  upon  97  Stat.  843. 
application  to  the  Office  of  Personnel  Managem.ent,  be  recomputed 
in  accordance  with  the  second  paragraph  (13)  of  subsection  (b)  and 
subsection  (1),  respectively,  of  such  section  8332,  regardless  of 
whether  the  employee  or  Member  retires  before,  on,  or  after  the 
effective  date  of  this  paragraph. 

"(2)  Any  recomputation  of  annuity  under  paragraph  (1)  of  this 
subsection  shall  apply  with  respect  to  months  beginning  more  than 
30  days  after  the  date  on  which  application  for  such  recomputation 
is  received  by  the  Office.". 

(c)  The  amendments  made  by  this  section  shall  take  effect  as  of 
October  14,  1983. 


Effective  date. 
16  USC  1169a 
note. 


AMENDMENT  TO  OMNIBUS  BUDGET  RECONCILIATION  ACT  OF  1981 

Sec.  2209.  Section  1722  of  the  Omnibus  Budget  Reconciliation  Act 
of  1981  (Public  Law  97-35;  95  Stat.  759)  is  amended  by  striking  out 
"1984"  and  inserting  in  lieu  thereof  "1987". 


39  USC  403  note. 


TITLE  III— MEDICARE,  MEDICAID,  AND 
MATERNAL  AND  CHILD  HEALTH 
AMENDMENTS 


Medicare  and 
Medicaid  Budget 
Reconciliation 
Amendments  of 
1984. 


SHORT  TITLE  OF  TITLE 

Sec.  2300.  This  title  may  be  cited  as  the  "Medicare  and  Medicaid  42  USC  1305 
Budget  Reconciliation  Amendments  of  1984".  note. 

TABLE  OF  CONTENTS  OF  TITLE 

Subtitle  A— Medicare  Amendments 

Part  I— Reimbursement  and  Benefit  Changes 

Sec.  2301.  Modification  of  working  aged  provision. 
Sec.  2302.  Part  B  premium. 

Sec.  2303.  Payment  for  clinical  diagnostic  laboratory  tests. 
Sec.  2304.  Pacemaker  reimbursement  review  and  reform. 

Sec.  2305.  Elimination  of  special  payment  provisions  for  preadmission  diagnostic 
testing. 

Sec.  2306.  Limitation  on  physician  fee  prevailing  and  customary  charge  levels;  par- 
ticipating physician  incentives. 
Sec.  2307.  Payment  for  services  of  teaching  physicians. 
Sec.  2308.  Lesser  of  cost  or  charges. 
Sec.  2309.  Study  of  medicare  part  B  payments. 
Sec.  2310.  Limitation  on  increase  in  hospital  costs  per  case. 
Sec.  2311.  Classification  of  certain  rural  hospitals. 
Sec.  2312.  Payment  for  services  of  a  nurse  anesthetist. 
Sec.  2313.  Prospective  payment  assessment  commission. 
Sec.  2314.  Revaluation  of  assets. 

Sec.  2315.  Technical  amendments  relating  to  the  DRG  payment  system. 
Sec.  2316.  Prospective  payment  wage  index. 

Sec.  2317.  Deadline  for  report  on  including  payment  for  physicians'  services  to  hos- 
pital inpatients  in  DRG  payment  amounts. 
Sec.  2318.  Emergency  room  services. 
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Sec.  2319.  Skilled  nursing  facility  reimbursement. 

Sec.  2320.  Payment  for  costs  of  hospital-based  mobile  intensive  care  units. 
Sec.  2321.  Cost  sharing  for  durable  medical  equipment  furnished  as  a  home  health 
benefit. 

Sec.  2322.  Services  of  a  clinical  psychologist  provided  to  members  of  an  HMO. 

Sec.  2323.  Coverage  of  administration  of  hepatitis  B  vaccine. 

Sec.  2324.  Coverage  of  hemophilia  clotting  factor. 

Sec.  2325.  Payment  for  debridement  of  mycotic  toenails. 

Sec.  2326.  Contracts  for  medicare  claims  processing. 

Part  II— Administrative  and  Miscellaneous  Changes 

Sec.  2331.  Repeal  of  exclusion  of  for-profit  organizations  from  research  and  demon- 
stration grants. 

Sec.  2332.  Presidential  appointment  of  and  pay  level  for  the  administrator  of  the 

health  care  financing  administration. 
Sec.  2333.  Exclusion  of  certain  entities  owned  or  controlled  by  individuals  convicted 

of  medicare-  or  medicaid-related  crimes. 
Sec.  2334.  Provider  representation  in  peer  review  organizations. 
Sec.  2335.  Repeal  of  special  tuberculosis  treatment  requirements  under  medicare 

and  medicaid. 
Sec.  2336.  Access  to  home  health  services. 
Sec.  2337.  Normalization  of  trust  fund  transfers. 

Sec.  2338.  Enrollment  and  premium  penalty  with  respect  to  working  aged  provi- 
sion. 

Sec.  2339.  Indirect  payment  of  supplementary  medical  insurance  benefits. 
Sec.  2340.  Certification  of  psychiatric  hospitals. 

Sec.  2341.  Included  podiatrists  in  definition  of  "physician"  for  outpatient  physical 
therapy  services  and  including  podiatrists  and  dentists  in  definition  of 
"physician"  for  outpatient  ambulatory  surgery. 

Sec.  2342.  Establishment  by  physical  therapists  of  plans  for  physical  therapy. 

Sec.  2343.  Hospice  contracting  for  core  services. 

Sec.  2344.  Medicare  recovery  against  certain  third  parties. 

Sec.  2345.  Confidentiality  of  accreditation  surveys. 

Sec.  2346.  Use  of  additional  accrediting  organizations  under  medicare. 

Sec.  2347.  Funding  for  PSRO  review. 

Sec.  2348.  Payment  for  services  following  termination  of  participation  agreements 

with  home  health  agencies  or  hospice  programs. 
Sec.  2349.  Elimination  of  health  insurance  benefits  advisory  council. 
Sec.  2350.  Health  maintenance  organizations  and  competitive  medical  plans. 
Sec.  2351.  Judicial  review  of  provider  reimbursement  review  board  decisions. 
Sec.  2352.  Flexible  sanctions  for  noncompliance  with  requirements  for  end  stage 

renal  disease  facilities. 
Sec.  2353.  Payments  to  promote  closure  and  conversion  of  underutilized  hospital 

facilities. 

Sec.  2354.  Miscellaneous  technical  corrections  relating  to  medicare. 
Sec.  2355.  Waivers  for  social  health  maintenance  organizations. 

Subtitle  B— Medicaid  and  Maternal  and  Child  Health  Amendments 

Sec.  2361.  Medicaid  coverage  for  pregnant  women  and  children. 

Sec.  2362.  Clarification  of  medicaid  entitlements  for  certain  newborns. 

Sec.  2363.  Recertification  of  SNF  and  ICF  patients. 

Sec.  2364.  Waiver  of  certain  membership  requirements  for  certain  health  mainte- 
nance organizations. 

Sec.  2365.  Increase  in  medicaid  ceiling  amount  for  Puerto  Rico,  the  Virgin  Islands, 

Guam,  the  Northern  Mariana  Islands,  and  American  Samoa. 
Sec.  2366.  Payment  for  psychiatric  hospital  services. 

Sec.  2367.  Mandatory  assignment  of  rights  of  payment  by  medicaid  recipients. 
Sec.  2368.  Requirements  for  medical  review  and  independent  professional  review 
under  medicaid. 

Sec.  2369.  Flexibility  in  setting  payment  rates  for  hospitals  furnishing  long-term 

care  services  under  medicaid. 
Sec.  2370.  Authority  of  the  Secretary  to   issue  and   enforce  subpoenas  under 

medicaid. 

Sec.  2371.  Medicaid  clinic  administration. 

Sec.  2372.  Increase  in  authorization  for  maternal  and  child  health  block  grant. 
Sec.  2373.  Miscellaneous  and  technical  amendments. 

Subtitle  C — Recovery  of  Hill-Burton  Funds 
Sec.  2381.  Recovery  of  Hill-Burton  funds. 
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Subtitle  D— Uncompensated  Services  Provided  by  Skilled  Nursing  Facilities  and 
Intermediate  Care  Facilities 

Sec.  2391.  Study. 

Subtitle  A — Medicare  Amendments 

PART  I—REIMBURSEMENT  AND  BENEFIT 
CHANGES 


MODIFICATION  OF  WORKING  AGED  PROVISION 

Sec.  2301.  (a)  Section  1862(b)(3)(A)(i)  of  the  Social  Security  Act  is  42  use  i395y 
amended  by  striking  out  "over  64  but"  each  place  it  appears. 

(b)  Section  4(g)(1)  of  the  Age  Discrimination  in  Employment  Act  of 
1967  is  amended — 

(1)  by  inserting    and  any  employee's  spouse  aged  65  through 
69,"  after  "aged  65  through  69";  and 

(2)  by  inserting     and  the  spouse  of  such  employee,"  after 
"same  conditions  as  any  employee". 

(c)  (1)  The  amendment  made  by  subsection  (a)  shall  be  effective 
with  respect  to  items  and  services  furnished  on  or  after  January  1, 
1985. 

(2)  The  amendment  made  by  subsection  (b)  shall  become  effective 
on  January  1, 1985. 

PART  B  PREMIUM 


29  use  623. 


Effective  date. 
42  use  1395y 
note. 

Effective  date. 
29  use  623  note. 


97  Stat.  170. 
42  use  1395r. 


Sec.  2302.  (a)  Section  1839(e)  of  the  Social  Security  Act  is  amended 
by  striking  out  "1986"  each  place  it  appears  and  inserting  in  lieu 
thereof  in  each  instance  "1988". 

(b)  Section  1839  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(f)(1)  If  no  cost-of-living  increase  becomes  effective  under  section 
215(i)  in  December  of  1985  or  1986,  the  monthly  premium  of  each  42  use  415. 
individual  enrolled  under  this  part  for  each  month  in  the  succeeding 
year  shall  (except  as  otherwise  provided  in  subsection  Ot)))  be  the 
same  as  the  monthly  premium  (disregarding  subsection  Ot)))  of  the 
individual  for  such  December. 

"(2)  If  paragraph  (1)  does  not  apply  to  the  monthly  premiums  for 
1986  or  1987,  if  an  individual  is  entitled  to  monthly  benefits  under 
section  202  or  223  for  November  and  for  December  in  the  preceding  42  use  402,  423. 
year,  and  if  the  monthly  premium  for  that  December  and  for  the 
following  January  is  deducted  from  those  benefits  under  section 
1840(a)(1),  the  monthly  premium  for  that  individual  for  that  Janu-  42  use  I395s. 
ary  and  for  each  of  the  succeeding  11  months  for  which  he  is  entitled 
to  benefits  under  section  202  or  223  shall  (except  as  otherwise  42  use  402,  423. 
provided  in  subsection  Ob))  be  the  greater  of— 

"(A)  the  monthly  premium  amount  determined  under  subsec- 
tion (a)(2)  for  that  January  reduced  by  the  amount  (if  any) 
necessary  to  make  the  monthly  benefits  under  section  202  or 
223  for  that  January  after  the  deduction  of  the  monthly  pre- 
mium (disregarding  subsection  (b))  for  that  January  at  least 
equal  to  the  monthly  benefits  under  section  202  or  223  for  the 
preceding  November  after  the  deduction  of  the  premium  (disre- 
garding subsection  Ot>))  for  that  individual  for  that  November,  or 
"(B)  the  monthly  premium  (disregarding  subsection  Ot>))  for 
that  individual  for  that  December. 
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For  purposes  of  this  subsection,  retroactive  adjustments  or  pay- 
ments and  deductions  on  account  of  work  shall  not  be  taken  into 
account  in  determining  the  monthly  benefits  to  which  an  individual 
is  entitled  under  section  202  or  223.". 

(c)  The  amendments  made  by  this  section  shall  apply  to  premiums 
for  months  beginning  with  January  1986. 

PAYMENT  FOR  CLINICAL  DIAGNOSTIC  LABORATORY  TESTS 

Sec.  2303.  (a)  Section  1833(a)(l)(p)  of  the  Social  Security  Act  is 
amended  to  read  as  follows:  ''(D)  with  respect  to  clinical  diagnostic 
laboratory  tests  for  which  payment  is  made  under  this  part  (i)  on  the 
basis  of  a  fee  schedule  under  subsection  (h)(1),  the  amount  paid  shall 
be  equal  to  80  percent  (or  100  percent,  in  the  case  of  such  tests  for 
which  payment  is  made  on  the  basis  of  an  assignment  described  in 
section  1842(b)(3)(B)(ii)  or  under  the  procedure  described  in  section 
1870(f)(1))  of  the  lesser  of  the  amount  determined  under  such  fee 
schedule  or  the  amount  of  the  charges  billed  for  the  tests,  or  (ii)  on 
the  basis  of  a  negotiated  rate  established  under  subsection  (h)(6),  the 
amount  paid  shall  be  equal  to  100  percent  of  such  negotiated  rate,". 

(b)  Section  1833(a)(2)  of  such  Act  is  amended — 

(1)  in  subparagraph  (B),  by  inserting  "or  (D)"  after  "subpara- 
graph (C)"; 

(2)  by  striking  out  "and"  at  the  end  of  subparagraph  (B); 

(3)  by  adding  "and"  at  the  end  of  subparagraph  (C);  and 

(4)  by   adding   at   the   end   thereof  the   following  new 
subparagraph: 

"(D)  with  respect  to  clinical  diagnostic  laboratory  tests  for 
which  payment  is  made  under  this  part  (i)  on  the  basis  of  a 
fee  schedule  determined  under  subsection  (h)(1),  the 
amount  paid  shall  be  equal  to  80  percent  (or  100  percent,  in 
the  case  of  such  tests  for  which  payment  is  made  on  the 
basis  of  an  assignment  described  in  section  1842(b)(3)(B)(ii), 
under  the  procedure  described  in  section  1870(f)(1),  or  to  a 
provider  having  an  agreement  under  section  1866)  of  the 
lesser  of  the  amount  determined  under  such  fee  schedule  or 
the  amount  of  the  charges  billed  for  the  tests,  or  (ii)  on  the 
basis  of  a  negotiated  rate  established  under  subsection 
(h)(6),  the  amount  paid  shall  be  equal  to  100  percent  of  such 
negotiated  rate  for  such  tests;". 

(c)  Section  1833(b)  of  the  Social  Security  Act  is  amended  by 
striking  out  "and"  at  the  end  of  clause  (2)  and  by  inserting  before 
the  period  at  the  end  of  clause  (3)  the  following:  ",  and  (4)  such 
deductible  shall  not  apply  with  respect  to  clinical  diagnostic  labora- 
tory tests  for  which  payment  is  made  under  this  part  (A)  under 
subsection  (a)(l)(D)(i)  or  (a)(2)(D)(i)  on  the  basis  of  an  assignment 
described  in  section  1842(b)(3)(B)(ii),  under  the  procedure  described 
in  section  1870(f)(1),  or  to  a  provider  having  an  agreement  under 
section  1866,  or  (B)  on  the  basis  of  a  negotiated  rate  determined 
under  subsection  (h)(6)". 

(d)  Section  1833(h)  of  such  Act  is  amended  to  read  as  follows: 
"(h)(1)(A)  The  Secretary  shall  establish  fee  schedules  for  clinical 

diagnostic  laboratory  tests  for  which  payment  is  made  under  this 
part,  other  than  such  tests  performed  by  a  provider  of  services  for 
an  inpatient  of  such  provider. 

"(B)  In  the  case  of  clinical  diagnostic  laboratory  tests  performed 
by  a  physician  or  by  a  laboratory  (other  than  tests  performed  by  a 
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hospital  laboratory  for  outpatients  of  such  hospital),  the  fee  sched- 
ules established  under  subparagraph  (A)  shall  be  established  on  a 
regional,  statewide,  or  carrier  service  area  basis  (as  the  Secretary 
may  determine  to  be  appropriate)  for  tests  furnished  during  the 
period  beginning  on  July  1,  1984,  and  ending  on  June  30,  1987.  For 
such  tests  furnished  on  or  after  July  1,  1987,  the  fee  schedule  shall 
be  established  on  a  nationwide  basis. 

"(C)  In  the  case  of  clinical  diagnostic  laboratory  tests  performed 
by  a  hospital  laboratory  for  outpatients  of  such  hospital,  the  fee 
schedules  established  under  subparagraph  (A)  shall  be  established 
on  a  regional,  statewide,  or  carrier  service  area  basis  (as  the  Secre- 
tary may  determine  to  be  appropriate)  for  tests  furnished  during  the 
period  beginning  on  July  1,  1984,  and  ending  on  June  30,  1987.  For 
such  tests  furnished  on  or  after  July  1,  1987,  the  fee  schedule  under 
subparagraph  (A)  shall  not  apply  with  respect  to  clinical  diagnostic 
laboratory  tests  performed  by  a  hospital  laboratory  for  outpatients 
of  such  hospital. 

"(2)  Except  as  provided  in  paragraph  (4),  the  Secretary  shall  set 
the  fee  schedules  at  60  percent  (or,  in  the  case  of  a  test  performed  by 
a  hospital  laboratory  for  outpatients  of  such  hospital,  62  percent)  of 
the  prevailing  charge  level  determined  pursuant  to  the  third  and 
fourth  sentences  of  section  1842(b)(3)  for  similar  clinical  diagnostic  42  USC  I395u. 
laboratory  tests  for  the  applicable  region.  State,  or  area  (or,  effective 
July  1,  1987,  for  the  United  States)  for  the  12-month  period  begin- 
ning July  1,  1984,  adjusted  annually  by  a  percentage  increase  or 
decrease  equal  to  the  percentage  increase  or  decrease  in  the  Con- 
sumer Price  Index  for  All  Urban  Consumers  (United  States  city 
average),  and  subject  to  such  other  adjustments  as  the  Secretary 
determines  are  justified  by  technological  changes.  The  Secretary 
may  make  further  adjustments  or  exceptions  to  the  fee  schedules  to 
assure  adequate  reimbursement  of  (A)  emergency  laboratory  tests 
needed  for  the  provision  of  bona  fide  emergency  services,  and  (B) 
certain  low  volume  high-cost  tests  where  highly  sophisticated  equip- 
ment or  extremely  skilled  personnel  are  necessary  to  assure  quality. 

"(3)  In  addition  to  the  amounts  provided  under  the  fee  schedules, 
the  Secretary  shall  provide  for  and  establish  a  nominal  fee  to  cover 
the  appropriate  costs  in  collecting  the  sample  on  which  a  clinical 
diagnostic  laboratory  test  was  performed  and  for  which  payment  is 
made  under  this  part,  except  that  not  more  than  one  such  fee  may 
be  provided  under  this  paragraph  with  respect  to  samples  collected 
in  the  same  encounter. 

"(4)  In  establishing  any  fee  schedule  under  this  subsection,  the 
Secretary  may  provide  for  an  adjustment  to  take  into  account,  with 
respect  to  the  portion  of  the  expenses  of  clinical  diagnostic  labora- 
tory tests  attributable  to  wages,  the  relative  difference  between  a 
region's  or  local  area's  wage  rates  and  the  wage  rate  presumed  in 
the  data  on  which  the  schedule  is  based. 

"(5)(A)  In  the  case  of  a  bill  or  request  for  payment  for  a  clinical 
diagnostic  laboratory  test  for  which  payment  may  otherwise  be 
made  under  this  part  on  the  basis  of  an  assignment  described  in 
section  1842(b)(3)(B)(ii),  under  the  procedure  described  in  section  42  USC  I395u. 
1870(f)(1),  or  under  a  provider  agreement  under  section  1866,  pay-  42  USC  I395gg, 
ment  may  be  made  only  to  the  person  or  entity  which  performed  or  I395cc. 
supervised  the  performance  of  such  test;  except  that — 

"(i)  if  a  physician  performed  or  supervised  the  performance  of 
such  test,  payment  may  be  made  to  another  physician  with 
whom  he  shares  his  practice,  and 
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"(ii)  in  the  case  of  a  test  performed  at  the  request  of  a 
laboratory  by  another  laboratory,  payment  may  be  made  to  the 
referring  laboratory. 

"(B)  In  the  case  of  such  a  bill  or  request  for  payment  for  a  clinical 
diagnostic  laboratory  test  for  which  payment  may  otherwise  be 
made  under  this  part,  and  which  is  not  described  in  subparagraph 
(A),  payment  may  be  made  to  the  beneficiary  only  on  the  basis  of  the 
itemized  bill  of  the  person  or  entity  which  performed  or  supervised 
the  performance  of  the  test. 

"(C)  Payment  for  a  clinical  diagnostic  laboratory  test  performed 
by  a  laboratory  which  is  independent  of  a  physician's  office  or  a 
rural  health  clinic  may  only  be  made  on  the  basis  of  an  assignment 
described  in  section  1842(b)(3)(B)(ii),  in  accordance  with  section 
1842(b)(6)(B)  under  the  procedure  described  in  section  1870(f)(1),  or  to 
a  provider  of  services  with  an  agreement  in  effect  under  section 
1866. 

"(6)  In  the  case  of  any  diagnostic  laboratory  test  payment  for 
which  is  not  made  on  the  basis  of  a  fee  schedule  under  paragraph  (1), 
the  Secretary  may  establish  a  payment  rate  which  is  acceptable  to 
the  person  or  entity  performing  the  test  and  which  would  be  consid- 
ered the  full  charge  for  such  tests.  Such  negotiated  rate  shall  be 
limited  to  an  amount  not  in  excess  of  the  total  payment  that  would 
have  been  made  for  the  services  in  the  absence  of  such  rate.". 

(e)  Section  1842  of  such  Act  is  amended  by  striking  out  subsection 
(h)  thereof. 

(D  The  last  sentence  of  section  1866(a)(2)(A)  of  such  Act  is  amended 
by  inserting  "and  with  respect  to  clinical  diagnostic  laboratory 
tests"  after  "section  1861(s)(10)". 

(g)  (1)  Section  1902(a)  of  such  Act  is  amended— 

(A)  by  inserting  "and"  at  the  end  of  paragraph  (42); 

(B)  by  striking  out  paragraph  (43);  and 

(C)  by  redesignating  paragraph  (44)  as  paragraph  (43). 
(2)  Section  1903(i)  of  such  Act  is  amended— 

(A)  by  striking  out  the  period  at  the  end  of  paragraph  (6)  and 
inserting  in  lieu  thereof  ";  or  ",  and 

(B)  by  adding  after  paragraph  (6)  the  following  new 
paragraph: 

"(7)  with  respect  to  any  amount  expended  for  clinical  diagnos- 
tic laboratory  tests  performed  by  a  physician,  independent  labo- 
ratory, or  hospital,  to  the  extent  such  amount  exceeds  the 
amount  that  would  be  recognized  under  section  1833(h)  for  such 
tests  performed  for  an  individual  enrolled  under  part  B  of  title 
XVIII.". 

(h)  The  Secretary  of  Health  and  Human  Services  shall  simplify 
the  procedures  under  section  1842  of  the  Social  Security  Act  with 
respect  to  claims  and  payments  for  clinical  diagnostic  laboratory 
tests  so  as  to  reduce  unnecessary  paperwork  while  assuring  that 
sufficient  information  is  supplied  to  identify  instances  of  fraud  and 
abuse. 

(i)  (l)  The  Comptroller  General  shall  report  to  the  Congress  on— 

(A)  the  appropriateness  of  the  fee  schedules  under  section 
1833(h)  of  the  Social  Security  Act  and  their  impact  on  the 
volume  and  quality  of  clinical  diagnostic  laboratory  tests; 

(B)  the  potential  impact  of  the  adoption  of  a  national  fee 
schedule;  and 
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(C)  the  potential  impact  of  applying  a  national  fee  schedule  to 
clinical  diagnostic  laboratory  tests  provided  by  hospitals  to  their 
outpatients. 

(2)  The  Secretary  of  Health  and  Human  Services  shall  report  to 
the  Congress  with  respect  to  the  advisability  and  feasibility  of  a 
system  of  direct  payment  to  any  physician  for  all  clinical  diagnostic 
laboratory  tests  ordered  by  such  physician. 

(3)  The  reports  required  by  paragraphs  (1)  and  (2)  shall  be  submit- 
ted not  later  than  January  1,  1987. 

(j)(l)  Except  as  provided  in  paragraphs  (2)  and  (3),  the  amendments 
made  by  this  section  shall  apply  to  clinical  diagnostic  laboratory 
tests  furnished  on  or  after  July  1,  1984. 

(2)  The  amendments  made  by  subsection  (g)(2)  shall  apply  to 
payments  for  calendar  quarters  beginning  on  or  after  October  1, 
1984. 

(3)  The  amendments  made  by  this  section  shall  not  apply  to 
clinical  diagnostic  laboratory  tests  furnished  to  inpatients  of  a 
provider  operating  under  a  waiver  granted  pursuant  to  section 
602(k)  of  the  Social  Security  Amendments  of  1983.  Payment  for  such 
services  shall  be  made  under  part  B  of  title  XVIII  of  the  Social 
Security  Act  at  80  percent  (or  100  percent  in  the  case  of  such  tests 
for  which  payment  is  made  on  the  basis  of  an  assignment  described 
in  section  1842(b)(3)(B)(ii)  of  the  Social  Security  Act  or  under  the 
procedure  described  in  section  1870(f)(1)  of  such  Act)  of  the  reasona- 
ble charge  for  such  service.  The  deductible  under  section  1833(b)  of 
such  Act  shall  not  apply  to  such  tests  if  payment  is  made  on  the 
basis  of  such  an  assignment  or  procedure. 
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Sec.  2304.  (a)(1)  The  Secretary  of  Health  and  Human  Services 
shall  issue  revisions  to  the  current  guidelines  for  the  payment  under 
part  B  of  title  XVIII  of  the  Social  Security  Act  for  the  transtele- 
phonic  monitoring  of  cardiac  pacemakers.  Such  revised  guidelines 
shall  include  provisions  regarding  the  specifications  for  and  fre- 
quency of  transtelephonic  monitoring  procedures  which  will  be 
found  to  be  reasonable  and  necessary. 

(2)(A)  Except  as  provided  in  subparagraph  (B),  if  the  guidelines 
required  by  paragraph  (1)  have  not  been  issued  and  put  into  effect 
by  October  1,  1984,  and  until  such  guidelines  have  been  issued  and 
put  into  effect,  payment  may  not  be  made  under  part  B  of  title 
XVIII  of  the  Social  Security  Act  for  transtelephonic  monitoring 
procedures,  with  respect  to  a  single-chamber  cardiac  pacemaker 
powered  by  lithium  batteries,  conducted  more  frequently  than — 

(i)  weekly  during  the  first  month  after  implantation, 

(ii)  once  every  two  months  during  the  period  representing  80 
percent  of  the  estimated  life  of  the  implanted  device,  and 

(iii)  monthly  thereafter. 

(B)  Subparagraph  (A)  shall  not  apply  in  cases  where  the  Secretary 
determines  that  special  medical  factors  (including  possible  evidence 
of  pacemaker  or  lead  malfunction)  justify  more  frequent  transtele- 
phonic monitoring  procedures. 

(b)(1)  The  Secretary  shall  review,  and  report  to  the  Committees  on  Report. 
Energy  and  Commerce  and  Ways  and  Means  of  the  House  of  Repre- 
sentatives and  the  Committee  on  Finance  of  the  Senate,  regarding 
the  appropriateness  of  the  amounts  recognized  as  reasonable  unaer 
part  B  of  title  XVIII  of  the  Social  Security  Act  for  physicians 
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services  associated  with  implantation  or  replacement  of  pacemaker 
devices  and  pacemaker  leads.  Such  review  shall  take  into  account 
the  amounts  recognized  as  reasonable  with  respect  to  such  proce- 
dures and  the  time  and  difficulty  of  such  procedures  at  the  current 
time  in  comparison  with  such  amounts  and  the  time  and  difficulty 
of  such  procedures  at  the  time  the  amounts  for  such  procedures 
were  first  established  under  such  part. 
Report.  (2)  The  Prospective  Payment  Assessment  Commission,  established 

97  Stat.  152.  under  section  1886(e)  of  the  Social  Security  Act,  shall  review  and 
42  use  I395ww.  report  to  the  Committee  on  Ways  and  Means  of  the  House  of 
Representatives  and  the  Committee  on  Finance  of  the  Senate 
regarding  the  appropriateness  of  the  payment  amounts  provided 
under  section  1886(d)  of  such  Act  for  inpatient  hospital  services 
associated  with  implantation  or  replacement  of  pacemaker  devices 
and  pacemaker  leads.  Such  review  shall  take  into  account  the  time, 
difficulty,  and  costs  associated  with  such  procedures  at  the  current 
time  in  comparison  with  the  time,  difficulty,  and  costs  associated 
with  such  procedures  upon  which  the  payment  rates  for  such  proce- 
42  use  1395c.      dures  under  part  A  of  title  XVIII  of  such  Act  are  based. 

(3)  The  Secretary  and  the  Commission  shall  each  complete  the 
review  described  in  paragraph  (1)  or  (2),  respectively,  of  this  subsec- 
tion and  report  on  such  review  not  later  than  March  1,  1985. 
42  use  I395y.         (c)  Section  1862  of  the  Social  Security  Act  is  amended  by  adding  at 
the  end  the  following  new  subsection: 

"(h)(1)(A)  The  Secretary  shall,  through  the  Commissioner  of  the 
Food  and  Drug  Administration,  provide  for  a  registry  of  all  cardiac 
pacemaker  devices  and  pacemaker  leads  for  which  payment  was 
made  under  this  title. 

"(B)  Such  registry  shall  include  the  manufacturer,  model,  and 
serial  number  of  each  such  device  or  lead,  the  name  of  the  recipient 
of  such  device  or  lead,  the  date  and  location  of  the  implantation  or 
removal  of  the  device  or  lead,  the  name  of  the  physician  implanting 
or  removing  such  device  or  lead,  the  name  of  the  hospital  or  other 
provider  billing  for  such  procedure,  any  express  or  implied  warran- 
ties associated  with  such  device  or  lead  under  contract  or  State 
law,  and  such  other  information  as  the  Secretary  deems  to  be 
appropriate. 

"(C)  Each  physician  and  provider  of  services  performing  the 
imiplantation  or  replacement  of  pacemaker  devices  and  leads  for 
which  payment  is  made  or  requested  to  be  made  under  this  title 
shall,  in  accordance  with  regulations  of  the  Secretary,  submit  infor- 
mation respecting  such  implantation  or  replacement  for  the 
registry. 

"(D)  Such  registry  shall  be  for  the  purposes  of  assisting  the 
Secretary  in  determining  when  payments  may  properly  be  made 
under  this  title,  in  tracing  the  performance  of  cardiac  pacemaker 
devices  and  leads,  in  determining  when  inspection  by  the  manufac- 
turer of  such  a  device  or  lead  may  be  necessary  under  paragraph  (3), 
and  in  carrying  out  studies  with  respect  to  the  use  of  such  devices 
and  leads.  In  carrying  out  any  such  study,  the  Secretary  may  not 
reveal  any  specific  information  which  identifies  any  pacemaker 
device  or  lead  recipient  by  name  (or  which  would  otherwise  identify 
a  specific  recipient). 

"(E)  Any  person  or  organization  may  provide  information  to  the 
registry  with  respect  to  cardiac  pacemaker  devices  and  leads  other 
than  those  for  which  payment  is  made  under  this  title. 
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"(2)  The  Secretary  may,  by  regulation,  require  each  provider  of 
services — 

"(A)  to  return,  to  the  manufacturer  of  the  device  or  lead  for 
testing  under  paragraph  (3),  any  cardiac  pacemaker  device  or 
lead  which  is  removed  from  a  patient  and  payment  for  the 
implantation  or  replacement  of  which  was  made  or  requested  by 
such  provider  under  this  title,  and 

''(B)  not  to  charge  any  beneficiary  for  replacement  of  such  a 
device  or  lead  if  the  device  or  lead  has  not  been  returned  in 
accordance  with  subparagraph  (A). 
"(3)  The  Secretary  may,  by  regulation,  require  the  manufacturer 
of  a  cardiac  pacemaker  device  or  lead  (A)  to  test  or  analyze  each 
pacemaker  device  or  lead  for  which  payment  is  made  or  requested 
under  this  title  and  which  is  returned  to  the  manufacturer  by  a 
provider  of  services  under  paragraph  (2),  and  (B)  to  provide  the 
results  of  such  test  or  analysis  to  that  provider,  together  with 
information  and  documentation  with  respect  to  any  warranties 
covering  such  device  or  lead.  In  any  case  where  the  Secretary  has 
reason  to  believe,  based  upon  information  in  the  pacemaker  registry 
or  otherwise  available  to  him,  that  replacement  of  a  cardiac  pace- 
maker device  or  lead  for  which  payment  is  or  may  be  requested 
under  this  title  is  related  to  the  malfunction  of  a  device  or  lead,  the 
Secretary  may  require  that  personnel  of  the  Food  and  Drug  Admin- 
istration be  present  at  the  testing  of  such  device  by  the  manu- 
facturer, to  determine  whether  such  device  was  functioning 
properly. 

"(4)  The  Secretary  may  deny  payment  under  this  title,  in  whole  or 
in  part  and  for  such  period  of  time  as  the  Secretary  determines  to  be 
appropriate,  with  respect  to  the  implantation  or  replacement  of  a 
pacemaker  device  or  lead  of  a  manufacturer  performed  by  a  physi- 
cian and  provider  of  services  after  the  Secretary  determines  (in 
accordance  with  the  procedures  established  under  paragraphs  (2) 
and  (3)  of  subsection  (d))  that — 

"(A)  the  physician  or  provider  of  services  has  failed  to  submit 
information  to  the  registry  as  required  under  paragraph  (1)(C), 
"(B)  the  provider  of  services  has  failed  to  return  devices  and 
leads  as  required  under  paragraph  (2)(A)  or  has  improperly 
charged  beneficiaries  as  prohibited  under  paragraph  (2)(B),  or 
"(C)  the  manufacturer  of  the  device  or  lead  has  failed  to 
perform  and  to  report  on  the  testing  of  devices  and  leads 
returned  to  it  as  required  under  paragraph  (3).". 
(d)  The  Secretary  of  Health  and  Human  Services  shall  promulgate  Regulations, 
final  regulations  to  carry  out  this  section  and  the  amendment  made  42  USC  I395y 
by  this  section  prior  to  January  1,  1985,  and  the  amendment  made 
by  subsection  (c)  shall  apply  to  pacemaker  devices  and  leads  im- 
planted or  removed  on  or  after  the  effective  date  of  such  regulations. 

ELIMINATION  OF  SPECIAL  PAYMENT  PROVISIONS  FOR  PREADMISSION 
DIAGNOSTIC  TESTING 

Sec.  2305.  (a)  Section  1833(a)(1)  of  the  Social  Security  Act  is  42  USC  1395/. 
amended  by  striking  out  "(F)  with  respect  to"  and  all  that  follows 
through  "(G)"  and  inserting  in  lieu  thereof  "and  (F)". 

(b)  Section  1833(a)  of  such  Act  is  amended — 

(1)  by  adding  "and"  at  the  end  of  paragraph  (3); 

(2)  by  striking  out  ";  and"  at  the  end  of  paragraph  (4)  and 
inserting  in  lieu  thereof  a  period;  and 
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(3)  by  striking  out  paragraph  (5). 

(c)  Section  1833(a)(2)  of  such  Act  is  amended  by  striking  out  "and 
in  paragraph  (5)  of  this  subsection". 

(d)  Section  1833(b)  and  section  1833(i)(3)  of  such  Act  are  each 
amended  by  striking  out  ''subsection  (a)(1)(G)"  and  inserting  in  Ueu 
thereof  "subsection  (a)(1)(F)". 

(e)  The  amendments  made  by  this  section  shall  apply  to  services 
performed  after  the  date  of  the  enactment  of  this  Act. 

(f)  The  amendments  made  by  this  section  shall  not  be  construed  as 
prohibiting  payment,  subject  to  the  applicable  copayments,  under 
part  B  of  title  XVIII  of  the  Social  Security  Act  for  preadmission 
diagnostic  testing  performed  in  a  physician's  office  to  the  extent 
such  testing  is  otherwise  reimbursable  under  regulations  of  the 
Secretary. 

LIMITATION  ON  PHYSICIAN  FEE  PREVAILING  AND  CUSTOMARY  CHARGE 
levels;  PARTICIPATING  PHYSICIAN  INCENTIVES 

42  use  I395u.  Sec.  2306.  (a)  Section  1842(b)  of  the  Social  Security  Act  is  amended 
by  redesignating  paragraphs  (4)  through  (6)  as  paragraphs  (5) 
through  (7j,  respectively,  and  by  inserting  after  paragraph  (3)  the 
following  new  paragraph: 

"(4)(A)  In  determining  the  prevailing  charge  levels  under  the 
third  and  fourth  sentences  of  paragraph  (3)  for  physicians'  services 
furnished  during  the  15-month  period  beginning  July  1,  1984,  the 
Secretary  shall  not  set  any  level  higher  than  the  same  level  as  was 
set  for  the  12-month  period  beginning  July  1,  1983. 

"(B)  In  determining  the  reasonable  charge  under  paragraph  (3)  for 
physicians'  services  furnished  during  the  15-month  period  beginning 
July  1,  1984,  the  customary  charges  shall  be  the  same  customary 
charges  as  were  recognized  under  this  section  for  the  12-month 
period  beginning  July  1,  1983. 

"(C)  In  determining  the  prevailing  charge  levels  under  the  third 
and  fourth  sentences  of  paragraph  (3)  for  physicians'  services  fur- 
nished during  periods  beginning  after  September  30,  1985,  the  Secre- 
tary shall  treat  the  level  as  set  under  subparagraph  (A)  as  having 
fully  provided  for  the  economic  changes  which  would  have  been 
taken  into  account  but  for  the  limitations  contained  in  subpara- 
graph (A). 

"(D)  In  determining  the  customary  charges  for  physicians'  serv- 
ices furnished  during  the  12-month  period  beginning  October  1, 
1985,  or  October  1,  1986,  by  a  physician  who  at  no  time  for  any 
services  furnished  during  the  12-month  period  beginning  October  1, 
1984,  was  a  participating  physician  (as  defined  in  subsection  (h)(1)), 
the  Secretary  shall  not  recognize  increases  in  actual  charges  for 
services  furnished  during  the  15-month  period  beginning  on  July  1, 
1984,  above  the  level  of  the  physician's  actual  charges  billed  in  the  3- 
month  period  ending  on  June  30,  1984.". 

(b)(1)  Section  1842(b)(3)  of  such  Act  is  amended— 

(A)  in  subparagraph  (F),  by  striking  out  "June  30"  and  insert- 
ing in  lieu  thereof  "September  30"; 

(B)  by  striking  out  "July  1"  each  place  it  appears  in  the  third 
and  eighth  sentences  and  inserting  in  lieu  thereof  in  each 
instance  "October  1";  and 

(C)  in  the  third  sentence  thereof,  by  striking  out  "during  the 
last  preceding  calendar  year  elapsing  prior  to"  and  inserting  in 


42  use  1395Z. 


42  use  1395/ 
note. 

42  use  1395/ 
note. 

42  use  1395j. 
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lieu  thereof  "during  the  12-month  period  ending  on  the  March  Effective  date. 


(2)  The  amendments  made  by  paragraph  (1)  shall  apply  to  items 
and  services  furnished  on  or  after  October  1,  1985. 

(c)  Section  1842  of  such  Act,  as  amended  by  section  2303(e)  of  this   Ante,  p.  1066. 
title,  is  amended  by  adding  at  the  end  thereof  the  following  new 
subsections: 

"(h)(1)  Any  physician  or  supplier  may  voluntarily  enter  into  an 
agreement  with  the  Secretary  to  become  a  participating  physician 
or  supplier.  For  purposes  of  this  section,  the  term  'participating 
physician  or  supplier'  means  a  physician  or  supplier  (excluding  any 
provider  of  services)  who,  before  October  1  of  any  year  beginning 
with  1984,  enters  into  an  agreement  with  the  Secretary  which 
provides  that  such  physician  or  supplier  will  accept  payment  under 
this  part  on  the  basis  of  an  assignment  described  in  subsection 
(b)(3)(B)(ii),  in  accordance  with  subsection  (b)(6)(B),  or  under  the 
procedure  described  in  section  1870(0(1)  for  all  items  and  services  42  USC  I395gg. 
furnished  to  individuals  enrolled  under  this  part  during  the  12- 
month  period  beginning  on  October  1  of  such  year.  In  the  case  of  a 
newly  licensed  physician  or  a  physician  who  begins  a  practice  in  a 
new  area,  or  in  the  case  of  a  new  supplier  who  begins  a  new 
business,  or  in  such  similar  cases  as  the  Secretary  may  specify,  such 
physician  or  supplier  may  enter  into  such  an  agreement  after 
October  1  of  a  year,  for  items  and  services  furnished  during  the 
remainder  of  the  12-month  period  beginning  on  such  October  1. 

"(2)  Each  carrier  having  an  agreement  with  the  Secretary  under 
subsection  (a)  shall  maintain  a  toll-free  telephone  number  or  num- 
bers at  which  individuals  enrolled  under  this  part  may  obtain  the 
names,  addresses,  specialty,  and  telephone  numbers  of  participating 
physicians  and  suppliers. 

"(3)  In  any  case  in  which  a  carrier  having  an  agreement  with  the 
Secretary  under  subsection  (a)  is  able  to  develop  a  system  for  the 
electronic  transmission  to  such  carrier  of  bills  for  services,  such 
carrier  shall  establish  direct  lines  for  the  electronic  receipt  of  claims 
from  participating  physicians  and  suppliers. 

"(i)(l)  Each  year  the  Secretary  shall  publish  a  list  containing  the 
name,  address,  specialty,  and  percent  of  claims  submitted  with 
respect  to  each  physician  and  supplier  during  the  preceding  year 
that  were  paid  on  the  basis  of  an  assignment  described  in  subsection 
(b)(3)(B)(ii),  in  accordance  with  subsection  (b)(6)(B),  or  under  the 
procedure  described  in  section  1870(f)(1).  The  Secretary  may  limit 
such  list  to  those  physicians  and  suppliers  who  accepted  such  an 
assignment  in  a  certain  percentage  of  such  physician's  or  supplier's 
billings  or  who  provide  at  least  a  certain  volume  of  services,  as  the 
Secretary  may  determine  to  be  appropriate.  Such  list  shall  be 
organized  by  such  geographical  area  as  the  Secretary  determines, 
after  consultation  with  carriers,  would  facilitate  the  use  of  such  list 
by  individuals  enrolled  under  this  part. 

"(2)  At  the  beginning  of  each  fiscal  year  the  Secretary  shall 
publish  a  directory  containing  the  name,  address,  and  specialty  of 
all  participating  physicians  and  suppliers  (as  defined  in  subsection 
(h)(1))  for  that  fiscal  year.  The  directory  shall  be  organized  to  make 
the  most  useful  presentation  of  the  information  (as  determined  by 
the  Secretary)  for  individuals  enrolled  under  this  part. 

"(3)  The  Secretary  shall  promptly  notify  individuals  enrolled 
under  this  part  of  the  publication  of  such  list  and  directory  and  shall 
make  such  list  and  directory  available  in  each  district  and  branch 


31  last  preceding". 


42  USC  1395u 
note. 
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office  of  the  Social  Security  Administration,  in  the  offices  of  carri- 
ers, and  to  senior  citizen  organizations. 

"(4)  The  Secretary  shall  provide  that  the  list  and  directory  shall 
be  available  for  purchase  by  the  public. 

"(jXD  In  the  case  of  a  physician  who  is  not  a  participating 
physician,  the  Secretary  shall  monitor  each  such  physician's  actual 
charges  to  individuals  enrolled  under  this  part  for  physicians'  serv- 
ices furnished  during  the  15-month  period  beginning  July  1,  1984.  If 
such  physician  knowingly  and  willfully  bills  individuals  enrolled 
under  this  part  for  actual  charges  in  excess  of  such  physician's 
actual  charges  for  the  calendar  quarter  beginning  on  April  1,  1984, 
the  Secretary  may  apply  sanctions  against  such  physician  in  accord- 
ance with  paragraph  (2). 

**(2)  Subject  to  paragraph  (3),  the  sanctions  which  the  Secretary 
may  apply  under  paragraph  (1)  are — 

"(A)  barring  a  physician  from  participation  under  the  pro- 
gram under  this  title  for  a  period  not  to  exceed  5  years,  in 
accordance  with  the  procedures  of  paragraphs  (2)  and  (3)  of 
section  1862(d),  or 

**(B)  the  imposition  of  civil  monetary  penalties  and  assess- 
ments, in  the  same  manner  as  such  penalties  are  authorized 
under  section  1128A(a), 
or  both.  No  payment  may  be  made  under  this  title  with  respect  to 
any  item  or  service  furnished  by  a  physician  during  the  period  when 
he  is  barred  from  participation  in  the  program  under  this  title 
pursuant  to  this  subsection. 

"(3)(A)  The  Secretary  may  not  bar  a  physician  pursuant  to  para- 
graph (2)(A)  if  such  physician  is  a  sole  community  physician  or  sole 
source  of  essential  specialized  services  in  a  community. 

"(B)  The  Secretary  shall  take  into  account  access  of  beneficiaries 
to  physicians'  services  for  which  payment  may  be  made  under  this 
part  in  determining  whether  to  bar  a  physician  from  participation 
under  paragraph  (2XA). 

"(4)  The  Secretary  may,  out  of  any  civil  monetary  penalty  or 
assessment  collected  from  a  physician  pursuant  to  this  subsection, 
make  a  payment  to  a  beneficiary  enrolled  under  this  part  in  the 
nature  of  restitution  for  amounts  paid  by  such  beneficiary  to  such 
physician  which  was  determined  to  be  an  excess  charge  under 
paragraph  (1).". 

(d)(1)  During  the  15-month  period  beginning  July  1,  1984,  the 
Secretary  of  Health  and  Human  Services  shall  monitor  physicians' 
services  in  order  to  determine  any  changes  in  the  per  capita  volume 
and  mix  of  physicians'  services  provided  to  beneficiaries  under  part 
B  of  title  XVIII  of  the  Social  Security  Act,  classified  by  participating 
and  nonparticipating  physicians,  by  assigned  and  nonassigned 
claims,  by  specialty,  and  by  geographic  area. 

(2)  A  report  on  changes  monitored  pursuant  to  paragraph  (1)  shall 
be  provided  to  Congress  prior  to  July  1,  1985. 

(3)  Such  report  shall  include  recommendations  in  sufficient  detail 
to  serve  as  the  basis  for  legislative  action  which  Congress  can  take 
to  assure  that  any  burden  of  effectively  constraining  the  growth  of 
costs  in  the  medicare  part  B  program,  which  Congress  intends  to  be 
borne  by  providers  and  physicians,  is  not  transferred  (in  whole  or  in 
part)  so  as  to  become  an  additional  burden  on  part  B  beneficiaries  in 
the  form  of  increased  out-of-pocket  costs,  reduced  services,  or  re- 
duced access  to  needed  physician  care. 
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(e)  In  addition  to  any  funds  otherwise  provided  for  fiscal  years 
1984  and  1985  for  payment  to  carriers  under  contracts  entered  into 

under  section  1842  of  the  Social  Security  Act,  there  are  transferred   42  USC  I395u. 
from  the  Federal  Supplementary  Medical  Insurance  Trust  Fund,  for 
payments  to  such  carriers  under  such  contracts  to  implement  the 
amendments  made  by  this  section,  not  less  than  $8,000,000  for  fiscal 
year  1984,  and  not  less  than  $15,000,000  for  fiscal  year  1985. 

(f)  (1)  Section  1128A(a)(2)  of  the  Social  Security  Act  is  amended  by 
inserting  before  the  comma  at  the  end  thereof  the  following:  or  (C) 
an  agreement  to  be  a  participating  physician  or  supplier  under 
section  1842(h)(1)". 

(2)  Section  1877(d)  of  such  Act  is  amended — 

(A)  by  inserting  "or  agrees  to  be  a  participating  physician  or 
supplier  under  section  1842(h)(1)"  after  "1842(b)(3)(B)(ii)",  and 

(B)  by  striking  out  "specified  in  subclause  (I)  of  such  section" 
and  inserting  in  lieu  thereof  "or  agreement". 


42  USC 
1320a-7a. 


42  USC  1395nn. 


42  USC  1395gg. 


PAYMENT  FOR  SERVICES  OF  TEACHING  PHYSICIANS 

Sec.  2307.  (a)(1)  Subparagraph  (A)  of  section  1842(b)(7)(A)  of  the 
Social  Security  Act  (as  redesignated  by  section  2306  of  this  title)  is  Ante,  p.  1070 
amended  by  adding  at  the  end  the  following  sentence:  "If  all  the 
teaching  physicians  in  a  hospital  agree  to  have  payment  made  for 
all  of  their  physicians'  services  under  this  part  furnished  patients  in 
the  hospital  on  the  basis  of  an  assignment  described  in  paragraph 
(3)(B)(ii)  or  under  the  procedure  described  in  section  1870(f)(1),  not- 
withstanding clause  (ii)  of  this  subparagraph,  the  carrier  shall 
provide  for  payment  in  an  amount  equal  to  90  percent  of  the 
prevailing  charges  paid  for  similar  services  in  the  same  locality.". 

(2)  Section  1842(b)(7)(B)  of  such  Act  is  amended— 

(A)  by  striking  out  "physician  who  has  a  substantial  practice 
outside  the  teaching  setting"  in  clause  (i)  and  inserting  in  lieu 
thereof  "physician  who  is  not  a  teaching  physician  (as  defined 
by  the  Secretary)"; 

(B)  by  striking  out  "outside  practice"  in  clause  (i)  and  insert- 
ing in  lieu  thereof  "practice  outside  the  teaching  setting"; 

(C)  by  striking  out  "In  the  case  of  a  physician  who  does  not 
have  a  practice  described  in  clause  (i)"  in  clause  (ii)  and  insert- 
ing in  lieu  thereof  "In  the  case  of  a  teaching  physician"; 

(D)  by  striking  out  "greater"  in  clause  (ii)  and  inserting  in  lieu 
thereof  "greatest"; 

(E)  by  striking  out  "or"  at  the  end  of  subclause  (I)  of  clause 
(ii); 

(F)  by  striking  out  the  period  at  the  end  of  subclause  (II)  of 
clause  (ii)  and  inserting  in  lieu  thereof  ",  or";  and 

(G)  by  adding  at  the  end  of  clause  (ii)  the  following  new 
subclause: 

"(III)  85  percent  of  the  prevailing  charges  paid  for  similar 
services  in  the  same  locality.". 

(3)  The  amendments  made  by  this  subsection  shall  apply  to  serv- 
ices furnished  on  or  after  July  1,  1984. 

(b)(1)  Section  1886(d)(5)(B)  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  sentence:  "In  determin- 
ing such  adjustment  the  Secretary  shall  not  distinguish  between 
those  interns  and  residents  who  are  employees  of  a  hospital  and 
those  interns  and  residents  who  furnish  services  to  a  hospital  but 
are  not  employees  of  such  hospital.". 
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(2)  The  eunendment  made  by  paragraph  (1)  shall  apply  to  cost 
reporting  periods  beginning  on  or  after  October  1, 1984. 

(c)  The  Comptroller  General  shall  conduct  a  study  of  the  amounts 
billed  for  physician  services  and  paid  by  carriers  under  section 
1842(bX7)  of  the  Social  Security  Act  to  determine  whether  such 
pajmaents  have  been  made  only  where  the  physician  satisfies  the 
requirements  of  section  1842(b)(7XA)(i)  of  such  Act.  The  Comptroller 
General  shall  submit  to  the  Committees  on  Ways  and  Means  and  on 
Energy  and  Commerce  of  the  House  of  Representatives  and  to  the 
Committee  on  Finance  of  the  Senate  a  report  on  the  results  of  such 
study  not  later  than  18  months  after  the  date  of  the  enactment  of 
this  Act. 

LESSER  OF  COST  OR  CHARGES 

Sec.  2308.  (a)  The  Secretary  of  Health  and  Human  Services  shall 
issue  regulations  which  require,  for  purposes  of  title  XVIII  of  the 
Social  Security  Act,  that  providers  of  services  calculate  and  report 
the  lesser-of-cost-or-charges  determinations  separately  with  respect 
to  payments  for  services  under  part  A  and  services  under  part  B  of 
such  title  (other  than  clinical  diagnostic  laboratory  tests  paid  under 
section  1833(h)),  and  that  payment  under  such  title  be  based  upon 
such  separate  determinations.  Such  regulations  shall  apply  to  cost 
reporting  periods  beginning  on  or  after  October  1, 1984. 

(bXD  For  purposes  of  applying  the  nominality  test  under  sections 
1814(bX2)  and  1833(aX2XBXii)  of  the  Social  Security  Act,  the  Secre- 
tary shall,  in  addition  to  those  rules  for  establishing  nominality 
which  the  Secretary  determines  to  be  appropriate,  provide  that 
charges  representing  60  percent  or  less  of  costs  shall  be  considered 
nominal.  The  charges  used  in  making  such  determinations  shall  be 
the  charges  actually  billed  to  charge-paying  patients  who  are  not 
entitled  to  benefits  under  either  part  of  such  title.  Such  determina- 
tion shall  be  made  separately  with  respect  to  payments  for  services 
under  part  A  and  services  under  part  B  of  such  title  (other  than 
clinical  diagnostic  laboratory  tests  paid  under  section  1833(h)),  or  on 
the  basis  of  inpatient  and  outpatient  services,  except  that  the  deter- 
mination need  not  be  made  separately  for  home  health  services  if 
the  Secretary  finds  that  such  separation  is  not  appropriate. 

(2XA)  Section  1814(bX2)  of  such  Act  is  amended  by  inserting  after 
"public  provider  of  services"  the  following:  or  by  another  provider 
which  demonstrates  to  the  satisfaction  of  the  Secretary  that  a 
significant  portion  of  its  patients  are  low-income  (and  requests  that 
payment  be  made  under  this  paragraph),". 

(B)  Section  1833(aX2)(BXii)  of  such  Act  is  amended  by  inserting 
after  "public  provider  of  services"  the  following:  ",  or  by  another 
provider  which  demonstrates  to  the  satisfaction  of  the  Secretary 
that  a  significant  portion  of  its  patients  are  low-income  (and  re- 
quests that  payment  be  made  under  this  clause),". 


Report. 

42  use  1395/ 

note. 


42  use  1395j. 


STUDY  OF  MEDICARE  PART  B  PAYMENTS 

Sec.  2309.  (aXD  The  Director  of  the  Office  of  Technology  Assess- 
ment shall  conduct  a  study  of  physician  reimbursement  under  the 
medicare  program  and  report  to  Congress  on  such  study  not  later 
than  December  31,  1985.  The  report  shall  include  specific  findings 
and  recommendations  on  methods  by  which  payment  amounts  and 
other  program  policies  under  part  B  of  title  XVIII  of  the  Social 
Security  Act  may  be  modified— 
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(A)  to  eliminate  inequities  in  the  relative  amounts  paid  to 
physicians  by  type  of  service,  locality,  and  specialty,  with  par- 
ticular attention  to  any  inequities  between  cognitive  services 
and  medical  procedures;  and 

(B)  to  increase  incentives  for  physicians  and  other  suppliers 
under  such  part  to  accept  assignment  for  services  covered  under 

title  XVIII  of  the  Social  Security  Act.  42  USC  1395. 

The  study  shall  also  examine  the  influence  of  payment  methodology 
and  payment  levels  on  the  utilization  of  services. 

(2)  In  carrying  out  the  study  under  paragraph  (1)(A),  the  Director 
shall  take  into  account  the  relative  time,  complexity,  investment  in 
professional  training,  and  overhead  expenses  necessary  to  the  provi- 
sion of  various  medical  services  and  procedures,  as  well  as  the 
influence  of  the  changes  in  technology. 

(3)  The  report  under  paragraph  (1)(A)  shall  include  information  on 
methodologies  which  could  be  applied  in  the  development  of  fee 
schedules  on  a  national  or  regional  basis  for  payments  under  part  B 

of  title  XVIII  of  the  Social  Security  Act  in  a  manner  consistent  with  42  USC  I395j. 
the  findings  of  the  study  under  this  subsection. 

(4)  In  preparing  the  report  and  recommendations,  the  Director 
shall  consult  with  the  Secretary  of  Health  and  Human  Services  and, 
as  appropriate,  with  national  organizations  of  physicians  and  other 
interested  associations  and  individuals. 

(b)  In  order  to  assist  the  Director  in  completing  the  study  and  to 
facilitate  Congressional  review,  the  Secretary  of  Health  and  Human 
Services  shall  compile  a  centralized  medicare  part  B  charge  data 
base,  utilizing  information  gathered  by  the  medicare  carriers  for 
charges  in  1983.  Such  data  shall  include  information,  by  procedure, 
on— 

(1)  utilization, 

(2)  assignment  rates  of  physicians  and  suppliers, 

(3)  actual,  customary,  and  prevailing  charges,  and 

(4)  the  differences  in  charges  by  physician  specialty  and 
locality. 

Such  information  shall  be  provided  to  the  Director  of  the  Office  of 
Technology  Assessment. 

(c)  The  Secretary  shall  review  the  report  submitted  under  subsec- 
tion (a)(1)  and  shall  report  to  the  Congress  his  comments  on  the 
report  and  recommendations  for  legislative  amendments. 

LIMITATION  ON  INCREASE  IN  HOSPITAL  COSTS  PER  CASE 

Sec.  2310.  (a)  Section  1886(b)(3XB)  of  the  Social  Security  Act  is 
amended — 

(1)  by  striking  out  "1  percentage  point",  and  by  inserting  in 
lieu  thereof  "one-quarter  of  1  percentage  point",  and 

(2)  by  adding  at  the  end  thereof  the  following:  "In  determin- 
ing a  percentage  change  under  subsection  (e)(4)  with  respect  to 
discharges  occurring  in  any  cost  reporting  period  or  fiscal  year 
beginning  on  or  after  October  1,  1985,  and  before  October  1, 
1986,  the  Secretary  may  not  establish  a  percentage  increase 
which  exceeds  the  applicable  percentage  increase  otherwise 
determined  for  that  period  or  fiscal  year  under  the  preceding 
sentence.". 

(b)  The  amendments  made  by  this  section  shall  apply  to  cost 
reporting  periods  beginning  in,  and  discharges  occurring  in,  fiscal 
year  1985  and  thereafter. 
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CLASSIFICATION  OF  CERTAIN  RURAL  HOSPITALS 

97  Stat.  152.  Sec.  2311.  (a)  Section  1886(dX5XCXi)  of  the  Social  Security  Act  is 

42  use  1395WW.  amended  by  adding  at  the  end  thereof  the  following:  **A  hospital 
which  is  classified  as  a  rural  hospital  may  appeal  to  the  Secretary  to 
be  classified  as  a  rural  referral  center  under  this  clause  on  the  basis 
of  criteria  (established  by  the  Secretary)  which  shall  allow  the 
hospital  to  demonstrate  that  it  should  be  so  reclassified  by  reason  of 
certain  of  its  operating  characteristics  being  similar  to  those  of  a 
tjrpical  urban  hospital  located  in  the  same  census  region.  Such 
characteristics  may  include  wages,  scope  of  services,  service  area, 
and  the  mix  of  medical  specialties.  The  Secretary  shall  publish  the 
criteria  not  later  than  30  days  after  the  date  of  the  enactment  of  this 
Act,  for  implementation  by  October  1,  1984.  An  appeal  allowed 
under  this  clause  must  be  submitted  to  the  Secretary  (in  such  form 
and  manner  as  the  Secretary  may  prescribe)  during  the  quarter 
before  the  first  quarter  of  the  hospital's  cost  reporting  period  (or,  in 
the  case  of  a  cost  reporting  period  beginning  during  October  1984, 
during  the  first  quarter  of  that  period),  and  the  Secretary  must 
make  a  final  determination  with  respect  to  such  appeal  within  60 
days  after  the  date  the  appeal  was  submitted.  Any  payment  adjust- 
ments necessitated  by  a  reclassification  based  upon  the  appeal  shall 
be  effective  at  the  beginning  of  such  cost  reporting  period.". 

(b)  Section  1886(dX2XD)  of  such  Act  is  amended  by  adding  at  the 
end  thereof  the  following:  ''A  hospital  located  in  a  Metropolitan 
Statistical  Area  shall  be  deemed  to  be  located  in  the  region  in  which 
the  largest  number  of  the  hospitals  in  the  same  Metropolitan  Statis- 
tical Area  are  located,  or,  at  the  option  of  the  Secretary,  the  region 
in  which  the  majority  of  the  inpatient  discharges  (with  respect  to 
which  pajmients  are  made  under  this  title)  from  hospitals  in  the 
same  Metropolitan  Statistical  Area  are  made.". 

(c)  Section  1886(d)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(8)  In  the  case  of  any  hospital  which  is  located  in  an  area  which 
is,  at  any  time  after  April  20,  1983,  reclassified  from  an  urban  to  a 
rural  area,  payments  to  such  hospital  for  the  first  two  cost  reporting 
periods  for  which  such  reclassification  is  effective  shall  be  made  as 
follows: 

"(A)  For  the  first  such  cost  reporting  period,  payment  shall  be 
equal  to  the  amount  payable  to  such  hospital  for  such  reporting 
period  on  the  basis  of  the  rural  classification,  plus  an  aimount 
equal  to  two-thirds  of  the  amount  (if  any)  by  which — 

"(i)  the  amount  which  would  have  been  payable  to  such 
hospital  for  such  reporting  period  on  the  basis  of  an  urban 
classification,  exceeds 

"(ii)  the  amount  payable  to  such  hospital  for  such  report- 
ing period  on  the  basis  of  the  rural  classification. 
*'(B)  For  the  second  such  cost  reporting  period,  payment  shall 
be  equal  to  the  amount  payable  to  such  hospital  for  such 
reporting  period  on  the  basis  of  the  rural  classification,  plus  an 
amount  equal  to  one-third  of  the  amount  (if  any)  by  which — 
**(i)  the  amount  which  would  have  been  payable  to  such 
hospital  for  such  reporting  period  on  the  basis  of  an  urban 
classification,  exceeds 

"(ii)  the  amount  payable  to  such  hospital  for  such  report- 
ing period  on  the  basis  of  the  rural  classification.". 
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(d)  (1)  Except  as  provided  in  paragraph  (2),  the  amendments  made 
by  subsections  (b)  and  (c)  shall  be  effective  with  respect  to  cost 
reporting  periods  beginning  on  or  after  October  1,  1983,  and  the 
amendment  made  by  subsection  (a)  shall  be  effective  with  respect  to 
cost  reporting  periods  beginning  on  or  after  October  1,  1984. 

(2)  The  amendment  made  by  subsection  (b)  shall  not  apply  so  as  to 
reduce  any  payment  under  section  1886(d)  of  the  Social  Security  Act 
to  a  hospital  the  region  of  which  is  deemed  to  be  changed  pursuant 
to  such  amendment  for  discharges  occurring  in  any  cost  reporting 
period  beginning  before  October  1, 1984. 

(e)  The  Secretary  of  Health  and  Human  Services  shall  conduct  a 
study  of  the  distinction  between  urban  and  rural  hospitals  for 
purposes  of  the  DRG  payment  provisions  under  section  1886(d)  of 
the  Social  Security  Act,  and  the  effect  which  such  distinction  may 
have  on  rural  hospitals  in  the  case  of  those  DRG's  which  have  high 
fixed  nonlabor  components  which  do  not  vary  significantly  between 
urban  and  rural  areas  (such  as  those  DRG's  which  involve  expensive 
medical  devices).  The  Secretary  also  shall  conduct  a  study  of  the 
advisability  and  feasibility  of  varying  by  DRG  the  proportions  of  the 
labor  and  nonlabor  components  of  the  Federal  payment  amount 
instead  of  applying  the  average  proportion  of  those  components  to 
all  DRG's.  The  Secretary  shall  report  the  results  of  such  studies  to 
the  Committee  on  Finance  of  the  Senate  and  the  Committee  on 
Ways  and  Means  of  the  House  of  Representatives  within  six  months 
after  the  date  of  the  enactment  of  this  Act. 

(f)  The  Secretary  of  Health  and  Human  Services  shall  conduct  a 
study  of  further  refinements  which  may  be  appropriate  in  the 
inpatient  hospital  prospective  payment  provisions  of  title  XVIII  of 
the  Social  Security  Act,  in  order  to  address  the  problems  of  differ- 
ences in  payment  amounts  to  specific  hospitals.  The  study  shall 
include  (but  shall  not  be  limited  to)  the  degree  of  variation  in 
inpatient  hospital  costs  per  discharge  within  each  diagnosis-related 
group.  The  Secretary  shall  also  present  alternative  methods  of 
computing  the  amount  of  such  payments.  The  study  shall  include  a 
discussion  of  the  relative  merits  of  a  method  of  payment  under 
which  a  percentage  of  the  payment  amount  (for  discharges  classified 
within  a  diagnosis-related  group)  could  be  determined  on  a  regional 
basis.  The  Secretary  shall  report  the  result  of  the  study,  and  any 
recommended  changes  in  the  prospective  payment  system,  to  the 
Congress  prior  to  September  1, 1984. 
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PAYMENT  FOR  SERVICES  OF  A  NURSE  ANESTHETIST 


Sec.  2312.  (a)  Section  1886(d)(5)  of  the  Social  Security  Act  is 
amended  by  adding  at  the  end  thereof  the  following  new  subpara- 
graph: 

"(E)  The  Secretary  shall  provide  for  an  additional  payment 
amount  for  any  subsection  (d)  hospital  equal  to  the  reasonable  costs 
incurred  by  such  hospital  for  anesthesia  services  provided  by  a 
certified  registered  nurse  anesthetist.  Payment  under  this  subpara- 
graph shall  be  the  only  payment  made  to  such  hospital  with  respect 
to  such  services.". 

(b)  The  second  sentence  of  section  1886(a)(4)  of  such  Act  is  97  Stat 
amended  by  inserting     costs  of  anesthesia  services  provided  by  a 
certified  registered  nurse  anesthetist"  after  "approved  educational 
activities". 
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(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  to 
cost  reporting  periods  beginning  on  or  after  October  1,  1984,  and 
before  October  1, 1987. 

(d)  The  Secretary  of  Health  and  Human  Services  shall  conduct  a 
study  of  possible  methods  of  reimbursement  under  title  XVIII  of  the 
Social  Security  Act  which  would  not  discourage  the  use  of  certified 
registered  nurse  anesthetists  by  hospitals.  The  Secretary  shall 
report  the  results  of  such  study  to  the  Congress  as  soon  as  is 
practicable. 


PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

97  Stat.  152.  Sec.  2313.  (a)  Section  1886(e)(2)  of  the  Social  Security  Act  is 

amended  by  inserting  "(without  regard  to  the  provisions  of  title  5, 

42  use  1395WW.  United  States  Code,  governing  appointments  in  the  competitive 
service)"  after  "appointed  by  the  Director". 

(b)  (1)  Section  1886(e)(6)(C)(i)  of  such  Act  is  amended  to  read  as 
follows: 

"(i)  employ  and  fix  the  compensation  of  an  Executive  Director 
(subject  to  the  approval  of  the  Director  of  the  Office)  and  such 
other  personnel  (not  to  exceed  25)  as  may  be  necessary  to  carry 
out  its  duties  (without  regard  to  the  provisions  of  title  5,  United 
States  Code,  governing  appointments  in  the  competitive 
service);". 

(2)  Section  1886(e)(6)(C)(iii)  of  such  Act  is  amended  by  inserting 
"(without  regard  to  section  3709  of  the  Revised  Statutes  (41  U.S.C. 
5))"  after  "Commission". 

(3)  Section  1886(e)(6)(C)  of  such  Act  is  amended  by  adding  at  the 
end  the  following:  "Section  10(a)(1)  of  the  Federal  Advisory  Commit- 
tee Act  shall  not  apply  to  any  portion  of  a  Commission  meeting  if 
the  Commission,  by  majority  vote,  determines  that  such  portion  of 
such  meeting  should  be  closed.". 

(4)  Section  1886(e)(6)(D)  of  such  Act  is  amended  by  adding  at  the 
end  thereof  the  following  sentence:  "Physicians  serving  as  personnel 
of  the  Commission  may  be  provided  a  physician  comparability  aWov, 
ance  by  the  Commission  in  the  same  manner  as  Government  physi 
cians  may  be  provided  such  an  allowance  by  an  agency  under 
section  5948  of  title  5,  United  States  Code,  and  for  such  purpose 
subsection  (i)  of  such  section  shall  apply  to  the  Commission  in  the 
same  manner  as  it  applies  to  the  Tennessee  Valley  Authority.". 

(c)  Section  1862  of  such  Act,  as  amended  by  section  2304(c)  of  this 
title,  is  amended  by  adding  at  the  end  the  following  new  subsection. 

"(i)  In  order  to  supplement  the  activities  of  the  Prospective  Pay- 
ment Assessment  Commission  under  section  1886(e)  in  assessing  the 
safety,  efficacy,  and  cost-effectiveness  of  new  and  existing  medical 
procedures,  the  Secretary  may  carry  out,  or  award  grants  or  con- 
tracts for,  original  research  and  experimentation  of  the  type 
described  in  clause  (ii)  of  section  1886(e)(6)(E)  with  respect  to  such  a 
procedure  if  the  Secretary  finds  that — 

"(1)  such  procedure  is  not  of  sufficient  commercial  value  to 
justify  research  and  experimentation  by  a  commercial  organiza- 
tion; 

"(2)  research  and  experimentation  with  respect  to  such  proce- 
dure is  not  of  a  type  that  may  appropriately  be  carried  out  by 
an  institute,  division,  or  bureau  of  the  National  Institutes  of 
Health;  and 
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"(3)  such  procedure  has  the  potential  to  be  more  cost-effective 
in  the  treatment  of  a  condition  than  procedures  currently  in 
use  with  respect  to  such  condition.". 

(d)  Section  1886(eX6)  of  such  Act  is  amended  by  adding  at  the  end 
the  following  new  subparagraph: 

"(J)  The  Commission  shall  submit  requests  for  appropriations  in 
the  same  manner  as  the  Office  submits  requests  for  appropriations, 
but  amounts  appropriated  for  the  Commission  shall  be  separate 
from  amounts  appropriated  for  the  Office.". 

(e)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 

REVALUATION  OF  ASSETS 
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Sec.  2314.  (a)  Section  1861(vXl)  of  the  Social  Security  Act  is  42  use  I395x. 
amended  by  adding  at  the  end  thereof  the  following  new  subpara- 
graph: 

"(0)(i)  In  establishing  an  appropriate  allowance  for  depreciation 
and  for  interest  on  capital  indebtedness  and  (if  applicable)  a  return 
on  equity  capital  with  respect  to  an  asset  of  a  hospital  or  skilled 
nursing  facility  which  has  undergone  a  change  of  ownership,  such 
regulations  shall  provide  that  the  valuation  of  the  asset  after  such 
change  of  ownership  shall  be  the  lesser  of  the  allowable  acquisition 
cost  of  such  asset  to  the  owner  of  record  as  of  the  date  of  the 
enactment  of  this  subparagraph  (or,  in  the  case  of  an  asset  not  in 
existence  as  of  such  date,  the  first  owner  of  record  of  the  asset  after 
such  date),  or  the  acquisition  cost  of  such  asset  to  the  new  owner. 

**(ii)  Such  regulations  shall  provide  for  recapture  of  depreciation 
in  the  same  manner  as  provided  under  the  regulations  in  effect  on 
June  1, 1984. 

"(iii)  Such  regulations  shall  not  recognize,  as  reasonable  in  the 
provision  of  health  care  services,  costs  (including  legal  fees,  account- 
ing and  administrative  costs,  travel  costs,  and  the  costs  of  feasibility 
studies)  attributable  to  the  negotiation  or  settlement  of  the  sale  or 
purchase  of  any  capital  asset  (by  acquisition  or  merger)  for  which 
any  payment  has  previously  been  made  under  this  title.". 

(b)  Section  1902(aX13)  of  such  Act  is  amended— 

(1)  by  striking  out  "and"  at  the  end  of  subparagraph  (A), 

(2)  by  redesignating  subparagraph  (B)  as  subparagraph  (C), 
and 

(3)  by  inserting  after  subparagraph  (A)  the  following  new 
subparagraph: 

"(B)  that  the  State  shall  provide  assurances  satisfactory 
to  the  Secretary  that  the  payment  methodology  utilized  by 
the  State  for  payments  to  hospitals,  skilled  nursing  facili- 
ties, and  intermediate  care  facilities  can  reasonably  be 
expected  not  to  increase  such  payments,  solely  as  a  result  of 
a  change  of  ownership,  in  excess  of  the  increase  which 
would  result  from  the  application  of  section  1861(vXlXO); 
and". 

(cXD  Clause  (i)  of  section  1861(vXl)(0)  of  the  Social  Security  Act 
shall  not  apply  to  changes  of  ownership  of  assets  pursuant  to  an 
enforceable  agreement  entered  into  before  the  date  of  the  enactment 
of  this  Act. 

(2)  Clause  (iii)  of  section  1861(vXlXO)  of  such  Act  shall  apply  to 
costs  incurred  on  or  after  the  date  of  the  enactment  of  this  Act. 
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Effective  date.         (3)(A)  Except  as  provided  in  subparagraph  (B),  the  amendments 
42  use  1396a      made  by  subsection  (b)  shall  apply  to  medical  assistance  furnished 
on  or  after  October  1,  1984. 
(B)  In  the  case  of  a  State  plan  for  medical  assistance  under  title 
42  use  1396.       XIX  of  the  Social  Security  Act  which  the  Secretary  of  Health  and 
Human  Services  determines  requires  State  legislation  in  order  for 
the  plan  to  meet  the  additional  requirement  imposed  by  the  amend- 
ments made  by  this  section,  the  State  plan  shall  not  be  regarded  as 
failing  to  comply  with  the  requirements  of  such  title  solely  on  the 
basis  of  its  failure  to  meet  this  additional  requirement  before  the 
first  day  of  the  first  calendar  quarter  beginning  after  the  close  of  the 
first  regular  session  of  the  State  legislature  that  begins  after 
the  date  of  the  enactment  of  this  Act. 


TECHNICAL  AMENDMENTS  RELATING  TO  THE  DRG  PAYMENT  SYSTEM 


97  Stat.  149. 
42  use  1395WW. 


97  Stat.  152. 
42  use  1395WW. 


97  Stat.  163. 
42  use  1395CC. 


97  Stat.  170. 
42  use  1395i-2. 


97  Stat.  168. 
42  use  1395WW 
note. 


Federal 
Register, 
publication. 
42  use  1395WW 
note. 

42  use  1395WW. 


Effective  date. 
42  use  1395WW 
note. 

97  Stat.  65. 

42  use  1395WW 

note. 


42  use  1395c. 
Ante,  p.  1076. 


Sec.  2315.  (a)  Section  1886(c)(4)(A)  of  the  Social  Security  Act  is 
amended  by  striking  out  "and  (D)"  and  inserting  in  lieu  thereof  "(D), 
and  (E)". 

(b)  Section  1886(d)(2)(D)  of  such  Act  is  amended  by  striking  out 
"Standard". 

(c)  Section  1886(e)(5)  of  such  Act  is  amended — 

(1)  by  striking  out  "for  public  comment"  in  the  matter  before 
subparagraph  (A),  and 

(2)  by  inserting  "for  public  comment"  in  subparagraph  (A) 
after  "that  fiscal  year". 

(d)  Section  1866(a)(1)(F)  of  such  Act  (as  added  by  section  602(f)(1)(C) 
of  the  Social  Security  Amendments  of  1983)  is  amended  by  striking 
out  "(c)  or  (d)"  and  inserting  in  lieu  thereof  "(b),  (c),  or  (d)". 

(e)  Section  1818(c)  of  such  Act  is  amended  by  striking  out  "subsec- 
tion (a)  of  section  1839"  and  inserting  in  lieu  thereof  "subsection  (b) 
of  section  1839". 

(f)  (1)  Section  604(c)(3)  of  the  Social  Security  Amendments  of  1983 
(Public  Law  98-21)  is  amended  by  striking  out  "to  implement  subsec- 
tion (d)  of  section  1886  of  the  Social  Security  Act  (as  so  amended)" 
and  inserting  in  lieu  thereof  "to  implement  the  amendments  made 
by  this  title". 

(2)  Notwithstanding  section  604(c)  of  the  Social  Security  Amend- 
ments of  1983,  the  Secretary  of  Health  and  Human  Services  shall 
cause  to  be  published  in  the  Federal  Register  proposed  regulations 
to  carry  out  subsection  (c)  of  section  1886  of  the  Social  Security  Act 
not  later  than  July  1,  1984,  and  allow  for  a  period  of  45  days  for 
public  comment  thereon.  After  consideration  of  the  comments  re- 
ceived, the  Secretary  shall  cause  to  be  published  in  the  Federal 
Register  final  regulations  to  carry  out  such  subsection  not  later  than 
October  1,  1984. 

(g)  The  amendments  made  by  this  section  shall  be  effective  as 
though  they  had  been  included  in  the  enactment  of  the  Social 
Security  Amendments  of  1983  (Public  Law  98-21). 

(h)  The  Secretary  of  Health  and  Human  Services  shall,  prior  to 
December  31,  1984— 

(1)  develop  and  publish  a  definition  of  "hospitals  that  serve  a 
significantly  disproportionate  number  of  patients  who  have  low 
income  or  are  entitled  to  benefits  under  part  A"  of  title  XVIII  of 
the  Social  Security  Act  for  purposes  of  section  1886(d)(5)(C)(i)  of 
that  Act,  and 
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(2)  identify  those  hospitals  which  meet  such  definition,  and 
make  such  identity  available  to  the  Committee  on  Ways  and 
Means  of  the  House  of  Representatives  and  the  Committee  on 
Finance  of  the  Senate. 


PROSPECTIVE  PAYMENT  WAGE  INDEX 

Sec.  2316.  (a)  The  Secretary  of  Health  and  Human  Services,  in 
consultation  with  the  Secretary  of  Labor,  shall  conduct  a  study  to 
develop  an  appropriate  index  for  purposes  of  adjusting  payment 
amounts  under  section  1886(d)  of  the  Social  Security  Act  to  reflect 
area  differences  in  average  hospital  wage  levels,  as  required  under 
paragraphs  (2XH)  and  (3)(E)  of  such  section,  taking  into  account 
wage  differences  of  full  time  and  part  time  workers.  The  Secretary 
of  Health  and  Human  Services  shall  report  the  results  of  such  study 
to  the  Congress  not  later  than  30  days  after  the  date  of  the  enact- 
ment of  this  Act,  including  any  changes  which  the  Secretary  deter- 
mines to  be  necessary  to  provide  for  an  appropriate  index. 

(b)  The  Secretary  shall  adjust  the  payment  amounts  for  hospitals 
for  cost  reporting  periods  beginning  on  or  after  October  1,  1983,  to 
reflect  any  changes  made  in  the  wage  index  pursuant  to  subsection 
(a).  Any  adjustment  in  such  payments  to  take  account  of  overpay- 
ments or  underpayments  for  the  first  cost  reporting  period  of  a 
hospital  to  which  section  1886(d)  of  the  Social  Security  Act  applies, 
shall  be  made  by  decreasing  or  increasing  payments  in  the  succeed- 
ing cost  reporting  period. 

(c)  The  Secretary  shall  conduct  a  study  and  report  to  the  Congress 
on  proposed  criteria  under  which,  in  the  case  of  a  hospital  that 
demonstrates  to  the  Secretary  in  a  current  fiscal  year  that  the 
adjustment  being  made  under  paragraph  (2)(H)  or  (3)(E)  of  section 
1886(d)  of  the  Social  Security  Act  for  that  hospital's  discharges  in 
that  fiscal  year  does  not  accurately  reflect  the  wage  levels  in  the 
labor  market  serving  the  hospital,  the  Secretary,  to  the  extent  he 
deems  appropriate,  would  modify  such  adjustment  for  that  hospital 
for  discharges  in  the  subsequent  fiscal  year  to  take  into  account  a 
difference  in  payment  amounts  in  that  current  fiscal  year  to  the 
hospital  that  resulted  from  such  inaccuracy. 

DEADUNE  FOR  REPORT  ON  INCLUDING  PAYMENT  FOR  PHYSICIANS' 
SERVICES  TO  HOSPITAL  INPATIENTS  IN  DRG  PAYMENT  AMOUNTS 

Sec.  2317.  The  second  sentence  of  section  603(a)(2)(B)  of  the  Social 
Security  Amendments  of  1983  (Public  Law  98-21)  is  amended  by 
striking  out  "include,  in  a  report  to  Congress  in  1985,"  and  inserting 
in  lieu  thereof  "submit  to  Congress,  not  later  than  July  1,  1985,  a 
report  to  Congress  which  includes". 
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EMERGENCY  ROOM  SERVICES 

Sec.  2318.  (a)  Section  1861(vXl)(K)  of  the  Social  Security  Act  is 
amended  by  inserting  **(i)"  after  "(K)"  and  by  adding  at  the  end 
thereof  the  following  new  clause: 

"(ii)  For  purposes  of  clause  (i),  the  term  'bona  fide  emergency 
services'  means  services  provided  in  a  hospital  emergency  room 
after  the  sudden  onset  of  a  medical  condition  manifesting  itself  by 
acute  symptoms  of  sufficient  severity  (including  severe  pain)  such 
that  the  absence  of  immediate  medical  attention  could  reasonably 
be  expected  to  result  in — 
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"(l)  placing  the  patient's  health  in  serious  jeopardy; 

"(ID  serious  impairment  to  bodily  functions;  or 

"(III)  serious  dysfunction  of  any  bodily  organ  or  part.". 

(b)  Section  1861(v)(l)(K)(i)  of  such  Act  as  so  designated  is  amended 
by  striking  out  "provided  in  an  emergency  room"  and  inserting  in 
lieu  thereof  "as  defined  in  clause  (ii)". 

(c)  The  amendments  made  by  this  section  shall  apply  to  services 
furnished  on  or  after  the  date  of  the  enactment  of  this  Act. 

SKILLED  NURSING  FACIUTY  REIMBURSEMENT 

Sec.  2319.  (a)(1)  Section  1861(v)(l)(E)  of  the  Social  Security  Act  is 
amended  by  striking  out  clause  (i)  thereof,  and  by  striking  out  "(ii)". 

(2)  Section  1861(vX7)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraph: 

"(D)  For  further  limitations  on  reasonable  cost  and  determination 
of  payment  amounts  for  routine  service  costs  of  skilled  nursing 
facilities,  see  section  1888.". 

(b)  Title  XVIII  of  the  Social  Security  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 


PAYMENT  TO  SKILLED  NURSING  FACILITIES  FOR  ROUTINE  SERVICE 

COSTS 

42  use  I395yy.  "Sec.  1888.  (a)  The  Secretary,  in  determining  the  amount  of  the 
payments  which  may  be  made  under  this  title  with  respect  to 
routine  service  costs  of  extended  care  services  shall  not  recognize  as 
reasonable  (in  the  efficient  delivery  of  health  services)  per  diem 
costs  of  such  services  to  the  extent  that  such  per  diem  costs  exceed 
the  following  per  diem  limits,  except  as  otherwise  provided  in  this 
section: 

"(1)  With  respect  to  freestanding  skilled  nursing  facilities 
located  in  urban  areas,  the  limit  shall  be  equal  to  112  percent  of 
the  mean  per  diem  routine  service  costs  for  freestanding  skilled 
nursing  facilities  located  in  urban  areas. 

"(2)  With  respect  to  freestanding  skilled  nursing  facilities 
located  in  rural  areas,  the  limit  shall  be  equal  to  112  percent  of 
the  mean  per  diem  routine  service  costs  for  freestanding  skilled 
nursing  facilities  located  in  rural  areas. 

"(3)  With  respect  to  hospital-based  skilled  nursing  facilities 
located  in  urban  areas,  the  limit  shall  be  equal  to  the  sum  of  the 
limit  for  freestanding  skilled  nursing  facilities  located  in  urban 
areas,  plus  50  percent  of  the  amount  by  which  112  percent  of  the 
mean  per  diem  routine  service  costs  for  hospital-based  skilled 
nursing  facilities  located  in  urban  areas  exceeds  the  limit  for 
freestanding  skilled  nursing  facilities  located  in  urban  areas. 

"(4)  With  respect  to  hospital-based  skilled  nursing  facilities 
located  in  rural  areas,  the  limit  shall  be  equal  to  the  sum  of  the 
limit  for  freestanding  skilled  nursing  facilities  located  in  rural 
areas,  plus  50  percent  of  the  amount  by  which  112  percent  of  the 
mean  per  diem  routine  service  costs  for  hospital-based  skilled 
nursing  facilities  located  in  rural  areas  exceeds  the  limit  for 
freestanding  skilled  nursing  facilities  located  in  rural  areas. 
In  applying  this  subsection  the  Secretary  shall  make  appropriate 
adjustments  to  the  labor  related  portion  of  the  costs  based  upon  an 
appropriate  wage  index. 
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"(b)  With  respect  to  a  hospital-based  skilled  nursing  facility,  the 
Secretary  shall  recognize  as  reasonable  the  portion  of  the  cost 
differences  between  hospital-based  and  freestanding  skilled  nursing 
facilities  attributable  to  excess  overhead  allocations  (as  determined 
by  the  Secretary)  resulting  from  the  reimbursement  principles 
under  this  title,  nothwithstanding  the  limits  set  forth  in  paragraph 
(3)  or  (4)  of  subsection  (a). 

"(c)  The  Secretary  may  make  adjustments  in  the  limits  set  forth 
in  subsection  (a)  with  respect  to  any  skilled  nursing  facility  to  the 
extent  the  Secretary  deems  appropriate,  based  upon  case  mix  or 
circumstances  beyond  the  control  of  the  facility.". 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  to 
cost  reporting  periods  beginning  on  or  after  July  1, 1984. 

(d)  Notwithstanding  limits  on  the  cost  of  skilled  nursing  facilities 
which  may  have  been  issued  under  section  1861(v)  of  the  Social 
Security  Act  prior  to  the  date  of  the  enactment  of  this  Act,  in  the 
case  of  cost  reporting  periods  beginning  on  or  after  October  1,  1982, 
and  prior  to  July  1,  1984,  the  cost  limits  for  routine  services  for 
urban  and  rural  hospital-based  skilled  nursing  facilities  shall  be  112 
percent  of  the  mean  of  the  respective  routine  costs  for  urban  and 
rural  hospital-based  skilled  nursing  facilities. 

(e)  The  Secretary  of  Health  and  Human  Services  shall  submit  to 
the  Congress,  prior  to  December  1,  1984,  the  report  required  under 
section  605(b)  of  the  Social  Security  Amendments  of  1983. 

(f)  (1)  The  Secretary  of  Health  and  Human  Services  shall  report  to 
the  Committee  on  Finance  of  the  Senate  and  the  Committee  on 
Ways  and  Means  of  the  House  of  Representatives,  prior  to  August  1, 
1984,  the  proposals  developed,  as  required  under  section  1135(c)  of 
the  Social  Security  Act,  for  prospective  reimbursement  of  skilled 
nursing  facilities. 

(2)  The  Secretary  of  Health  and  Human  Services  shall  submit  to 
the  Congress,  prior  to  December  1,  1984,  a  report  on  the  range  of 
options  for  prospective  pajrment  of  skilled  nursing  facilities  under 
title  XVIII  of  the  Social  Security  Act.  The  report  shall  take  into 
account  case  mix  differences  among  skilled  nursing  facilities.  The 
report  shall  analyze  the  feasibility  of  permitting  inclusion  of  pay- 
ments to  hospital-based  facilities  within  the  DRG  payment  system 
under  section  1886(d)  of  such  Act. 

PAYMENT  FOR  COSTS  OF  HOSPITAL-BASED  MOBILE  INTENSIVE  CARE 

UNITS 

Sec.  2320.  (aXD  In  the  case  of  a  project  described  in  subsection  Ot>), 
the  Secretary  of  Health  and  Human  Services  shall  provide,  except 
as  provided  in  paragraph  (2),  that  the  amount  of  payments  to 
hospitals  covered  under  the  project  during  the  period  described  in 
paragraph  (3)  shall  include  payments  for  their  operation  of  hospital- 
based  mobile  intensive  care  units  (as  defined  by  State  statute)  if  the 
State  provides  satisfactory  assurances  that  the  total  amount  of 
payments  to  such  hospitals  under  titles  XVIII  and  XIX  of  the  Social 
Security  Act  under  the  demonstration  project  (including  any  such 
additional  amount  of  pa)mient)  would  not  exceed  the  total  amount  of 
payments  which  would  have  been  paid  under  such  titles  if  the 
demonstration  project  were  not  in  effect. 

(2)  Paragraph  (1)  shall  not  apply  if  the  State  in  which  the  project 
is  located  notifies  the  Secretary,  within  30  days  after  the  date  of  the 
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enactment  of  this  section,  that  the  State  does  not  want  paragraph  (1) 
to  apply  to  that  project. 

(3)  The  period  referred  to  in  paragraph  (1)  begins  on  the  date  of 
the  enactment  of  this  section  and  continues  so  long  as  the  Secretary 
continues  the  Statewide  waiver  referred  to  in  subsection  (b),  but  in 
no  case  ends  earlier  than  90  days  after  the  date  final  regulations  to 
implement  section  1886(c)  of  the  Social  Security  Act  are  published. 

(b)  The  project  referred  to  in  subsection  (a)  is  the  statewide 
demonstration  project  established  in  the  State  of  New  Jersey  under 
section  402  of  the  Social  Security  Amendments  of  1967,  as  amended 
by  section  2220?)  of  the  Social  Security  Amendments  of  1972  (Public 
Law  92-603),  which  project  provides  for  payments  to  hospitals  in  the 
State  on  a  prospective  basis  and  related  to  a  classification  of  patients 
by  diaignosis-related  groups. 

(c)  Payment  for  services  described  in  this  section  shall  be  consid- 
ered to  be  payments  for  services  under  part  A  of  title  XVIII  of  the 
Social  Security  Act. 


COST  SHARING  FOR  DURABLE  MEDICAL  EQUIPMENT  FURNISHED  AS  A 
HOME  HEALTH  BENEFIT 

Sec.  2321.  (a)(1)  The  matter  in  section  1814(b)  of  the  Social  Securi- 
42  use  I395f.       ty  Act  preceding  paragraph  (1)  is  amended  by  inserting  "and  other 
97  Stat.  152.        than  a  home  health  agency  with  respect  to  durable  medical  equip- 
ment" after  "hospice  care". 

(2)  Section  1814  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 


"Payments  to  Home  Health  Agencies  for  Durable  Medical 
Equipment 

"(k)  The  amount  paid  to  any  home  health  agency  with  respect  to 
durable  medical  equipment  for  which  payment  may  be  made  under 
this  part  shall  be — 

"(l)the  lesser  of— 

"(A)  the  resisonable  cost  of  such  equipment,  as  deter- 
42  use  I395x.  mined  under  section  186 l(v),  or 

"(B)  the  customary  charges  with  respect  to  such  equip- 
ment, 

less  the  amount  the  home  health  agency  may  charge  as 
42  use  1395CC.  described  in  section  1866(a)(2)(A)(ii),  but  in  no  case  may  the 

payment  for  such  equipment  exceed  80  percent  of  such  reasona- 
ble cost,  or 

"(2)  if  such  equipment  is  furnished  by  a  public  home  health 
agency  free  of  charge  or  at  nominal  charge  to  the  public,  the 
amount  which  the  Secretary  finds  will  provide  fair  compensa- 
tion to  the  home  health  agency.". 
42  use  1395Z.  (b)(1)  The  matter  in  section  1833(a)(2)(A)  of  such  Act  preceding 

clause  (i)  is  amended  by  inserting  "(other  than  durable  medical 
equipment)"  after  "home  health  services". 

(2)  The  matter  in  section  1833(a)(2)(B)  of  such  Act  preceding  clause 
(i)  is  amended  by  inserting  "items  and"  after  "other". 
42  use  1395CC.        (c)  Section  1866(a)(2)(A)(ii)  of  such  Act  is  amended  by  inserting  "or 
which  are  durable  medical  equipment  furnished  as  home  health 
services"  after  "part  B". 
Post,  p.  1085.  (d)(1)  The  first  sentence  of  section  1833(f)(1)  of  such  Act  is  amended 

by  striking  out  "as  described  in  section  1861(s)(6)". 
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(2)  Section  1833(f)(2)  of  such  Act  is  amended —  42  USC  1395Z. 

(A)  by  striking  out  "the  20  percent"  and  inserting  in  lieu  Infra. 
thereof  "any",  and 

(B)  by  striking  out  "under  subsection  (a)". 

(3)  Section  1833(f)(3)  of  such  Act  is  amended  by  striking  out 
"paragraph  (1)"  and  inserting  in  Ueu  thereof  "subsection  (a)". 

(4)  (A)  Subsection  (f)  of  section  1833  of  such  Act  is  redesignated  as   42  USC  I395zz. 
section  1889,  is  assigned  the  heading  "purchase  of  durable  medi- 
cal equipment",  and  is  moved  to  and  inserted  at  the  end  of  part  C 

after  the  section  added  by  section  2319  of  this  title. 

(B)  Paragraphs  (1)  through  (4)  of  such  section  1889  are  redesignat- 
ed as  subsections  (a)  through  (d),  respectively. 

(e)(1)  Section  1861(m)(5)  of  such  Act  is  amended  by  striking   42  USC  I395x. 
out  ",  and  the  use  of  medical  applicances"  and  inserting  in  lieu 
thereof  "and  durable  medical  equipment". 

(2)  Section  1861(s)(6)  of  such  Act  is  amended  by  striking  out 
everything  after  "durable  medical  equipment"  up  to  the  semicolon. 

(3)  Section  1861  of  such  Act  is  amended  by  inserting  after  subsec- 
tion (m)  the  following: 


"Durable  Medical  Equipment 

"(n)  The  term  'durable  medical  equipment'  includes  iron  lungs, 
oxygen  tents,  hospital  beds,  and  wheelchairs  (which  may  include  a 
power-operated  vehicle  that  may  be  appropriately  used  as  a  wheel- 
chair, but  only  where  the  use  of  such  a  vehicle  is  determined  to  be 
necessary  on  the  basis  of  the  individual's  medical  and  physical 
condition  and  the  vehicle  meets  such  safety  requirements  as  the 
Secretary  may  prescribe)  used  in  the  patient's  home  (including  an 
institution  used  at  his  home  other  than  an  institution  that  meets 
the  requirements  of  subsection  (e)(1)  or  (j)(l)  of  this  section),  whether 
furnished  on  a  rental  basis  or  purchased.". 

(4)  Section  1861(cc)(l)(G)  of  such  Act  is  amended  by  striking  out  ", 
appliances,  and  equipment,  including  the  purchase  or  rental  of 
equipment"  and  inserting  in  lieu  thereof  "and  durable  medical 
equipment". 

(f)  Section  1814(j)(2)  of  such  Act  is  amended — 

(1)  by  redesignating  subparagraphs  (B)  and  (C)  as  subpara- 
graphs (C)  and  (D),  respectively,  and 

(2)  by  inserting  the  following  after  subparagraph  (A): 
"(B)  Subsection  (k)(l)(B).". 

(g)  The  amendments  made  by  this  section  shall  apply  to  items  and 
services  furnished  on  or  after  the  date  of  the  enactment  of  this  Act. 

services  of  a  clinical  psychologist  provided  to  members  of  an 

HMO 

Sec.  2322.  (a)  Section  1861(s)(2)(H)  of  the  Social  Security  Act  is  42  USC  I395x. 
amended  by  inserting  "(i)"  after  "(H)",  by  adding  "and"  at  the  end 
of  clause  (i)  as  so  designated,  and  by  adding  at  the  end  thereof  the 
following  new  clause: 

"(ii)  services  furnished  pursuant  to  a  risk-sharing  contract 
under  section  1876(g)  to  a  member  of  an  eligible  organization  by  42  USC  1395mm 
a  clinical  psychologist  (as  defined  by  the  Secretary),  and  such 
services  and  supplies  furnished  as  an  incident  to  his  services  to 
such  a  member  as  would  otherwise  be  covered  under  this  part  if 


97  Stat.  152. 
42  USC  1395f. 


Effective  date. 
42  USC  1395f 
note. 
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furnished  by  a  physician  or  as  an  incident  to  a  physician's 
service;  and". 

(b)  The  amendments  made  by  subsection  (a)  shall  be  effective  with 
respect  to  services  furnished  on  or  after  the  date  of  the  enactment  of 
this  Act. 


42  use  1395x. 


42  use  1395/. 

42  use  1395CC. 

42  use  1395/. 
Supra. 

42  use  1395rr. 


Effective  date. 
42  use  1395/ 
note. 

42  use  1395/ 
note. 

42  use  1395j. 


COVERAGE  OF  ADMINISTRATION  OF  HEPATITIS  B  VACCINE 

Sec.  2323.  (a)  Section  1861(s)(10)  of  the  Social  Security  Act  is 
amended— 

(1)  by  inserting  "(A)"  after  "(10)"; 

(2)  by  striking  out  the  period  at  the  end  thereof  and  inserting 
in  lieu  thereof  ";  and";  and 

(3)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graph: 

"(B)  hepatitis  B  vaccine  and  its  administration,  furnished  to 
an  individual  who  is  at  high  or  intermediate  risk  of  contracting 
hepatitis  B  (as  determined  by  the  Secretary  under  regula- 
tions).". 

(bXD  Paragraphs  (1)(B),  (2)(A),  and  (3)  of  section  1833(a)  of  such  Act 
are  each  amended  by  striking  out  "1861(s)(10)"  and  inserting  in  lieu 
thereof  "1861(s)(10XA)". 

(2)  Section  1833(b)(1)  of  such  Act  is  amended  by  striking  out 
"1861(sX10)"  and  inserting  in  lieu  thereof  "1861(sX10)(A)". 

(3)  The  last  sentence  of  section  1866(aX2)(A)  of  such  Act  is  amend- 
ed by  striking  out  "1861(sX10)"  and  inserting  in  lieu  thereof 
"1861(sX10XA)'° 

(4)  Section  1833  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

**(k)  With  respect  to  services  described  in  section  1861(s)(10XB),  the 
Secretary  may  provide,  instead  of  the  amount  of  payment  otherwise 
provided  under  this  part,  for  payment  of  such  an  amount  or 
amounts  as  reasonably  reflects  the  general  cost  of  efficiently  provid- 
ing such  services.". 

(c)  Section  1881(b)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(11)  Hepatitis  B  vaccine  and  its  administration,  when  pro- 
vided to  a  patient  determined  to  have  end  stage  renal  disease, 
shall  not  be  included  as  dialysis  services  for  purposes  of  pay- 
ment under  any  prospective  payment  amount  or  comprehensive 
fee  established  under  this  section.  Payment  for  such  vaccine 
and  its  administration  shall  be  made  separately  in  accordance 
with  section  1833.". 

(d)  The  amendments  made  by  this  section  apply  to  services  fur- 
nished on  or  after  September  1, 1984. 

(e)  The  Secretary  shall  monitor  the  provision  of  hepatitis  B  vac- 
cine under  part  B  of  title  XVIII  of  the  Social  Security  Act,  and  shall 
review  any  changes  in  medical  technology  which  may  have  an  effect 
on  the  amounts  which  should  be  paid  for  such  service. 


coverage  of  HEMOPHIUA  CLOTTING  FACTOR 

42  use  1395X.         Sec.  2324.  (a)  Section  1861(sX2)  of  the  Social  Security  Act  is 
amended  by  striking  out  "and"  at  the  end  of  subparagraph  (G)  and 
by  adding  at  the  end  thereof  the  following  new  subparagraph: 
"(I)  blood  clotting  factors,  for  hemophilia  patients  competent 
to  use  such  factors  to  control  bleeding  without  medical  or  other 
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supervision,  and  items  related  to  the  administration  of  such 
factors,  subject  to  utilization  controls  deemed  necessary  by  the 
Secretary  for  the  efficient  use  of  such  factors;", 
(b)  The  amendments  made  by  subsection  (a)  shall  be  effective  with 

respect  to  items  and  services  purchased  on  or  after  the  date  of  the 

enactment  of  this  Act. 


Effective  date. 
42  use  1395x 
note. 


PAYMENT  FOR  DEBRIDEMENT  OF  MYCOTIC  TOENAILS 

Sec.  2325.  The  Secretary  shall  provide,  pursuant  to  section  1862(a) 
of  the  Social  Security  Act,  that  payment  will  not  be  made  under  part 
B  of  title  XVIII  of  such  Act  for  a  physician's  debridement  of  mycotic 
toenails  to  the  extent  such  debridement  is  performed  for  a  patient 
more  frequently  than  once  every  60  days,  unless  the  medical  necessi- 
ty for  more  frequent  treatment  is  documented  by  the  billing 
physician. 


42  use  1395y 
note. 

42  use  1895y. 
42  use  1895j. 


CONTRACTS  FOR  MEDICARE  CLAIMS  PROCESSING 

Sec.  2326.  (a)  During  each  of  the  fiscal  years  1985  and  1986,  the 
Secretary  of  Health  and  Human  Services  may  enter  into  not  more 
than  two  agreements  under  section  1816  of  the  Social  Security  Act, 
and  not  more  than  two  contracts  under  section  1842  of  such  Act,  on 
the  basis  of  competitive  bidding,  without  regard  to  the  nominating 
process  under  section  1816(a)  of  such  Act  during  the  term  of  the 
agreement.  Such  procedure  may  be  used  only  for  the  purpose  of 
replacing  an  agency  or  organization  or  carrier  which  over  a  period 
of  time  has  been  in  the  lowest  20th  percentile  of  agencies  and 
organizations  or  carriers  having  agreements  or  contracts  under  the 
respective  section,  as  measured  by  the  Secretary's  cost  and  perform- 
ance criteria.  Any  agency  or  organization  or  carrier  selected  on  the 
basis  of  competitive  bidding  must  perform  all  of  the  duties  listed  in 
section  1816(aXl)  of  such  Act,  or  the  duties  listed  in  paragraphs  (1) 
through  (4)  of  section  1842(a)  of  such  Act,  as  the  case  may  be,  and 
must  be  a  health  insuring  organization  (as  determined  by  the 
Secretary). 

Ot))  Section  1816(e)(4)  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  sentence:  "By  not  later 
than  July  1,  1987,  the  Secretary  shall  limit  the  number  of  such 
regional  agencies  or  organizations  to  not  more  than  ten.". 

(cXD  Section  1816(f)  of  such  Act  is  amended  by  striking  out  by 
regulation,"  in  clause  (2),  and  by  adding  at  the  end  thereof  the 
following:  "Such  standards  and  criteria  shall  be  published  in  the 
Federal  Register,  and  opportunity  shall  be  provided  for  public  com- 
ment prior  to  implementation.". 

(2)  Section  1842(bX2)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "The  Secretary  shall  publish  in 
the  Federal  Register  standards  and  criteria  for  the  efficient  and 
effective  performance  of  contract  obligations  under  this  section,  and 
opportunity  shall  be  provided  for  public  comment  prior  to 
implementation. ' ' . 

(dXD  Section  1816(c)  of  such  Act  is  amended  by  adding  at  the  end 
the  following  new  sentence:  "The  Secretary  shall  provide  that  in 
determining  the  necessary  and  proper  cost  of  administration,  the 
Secretary  shall,  with  respect  to  each  agreement,  take  into  account 
the  amount  that  is  reasonable  and  adequate  to  meet  the  costs  which 


42  use  1395h 
note. 

42  use  1395h. 
42  use  1395u. 


42  use  1395h. 


Federal 

Register, 

publication. 

42  use  1395u. 
Federal 
Register, 
publication. 
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Study. 


42  use  1395h, 
1395u. 


Report. 


must  be  incurred  by  an  efficiently  and  economically  operated 
agency  or  organization  in  carrying  out  the  terms  of  its  agreement.". 

(2)  Section  1842(c)  of  such  Act  is  amended  by  adding  at  the  end  the 
following  new  sentence:  "The  Secretary  shall  provide  that  in  deter- 
mining a  carrier's  necessary  and  proper  cost  of  administration,  the 
Secretary  shall,  with  respect  to  each  contract,  take  into  account  the 
amount  that  is  reasonable  and  adequate  to  meet  the  costs  which 
must  be  incurred  by  an  efficiently  and  economically  operated  car- 
rier in  carrying  out  the  terms  of  its  contract.". 

(3)  The  amendments  made  by  this  subsection  shall  apply  to  agree- 
ments and  contracts  entered  into  or  renewed  after  September  30, 
1984. 

(e)(1)  The  Comptroller  General  shall  conduct  a  study  on — 

(A)  the  ability  of  the  Administrator  of  the  Health  Care  Fi- 
nancing Administration  to  manage  competitive  bidding  for 
agreements  and  contracts  under  sections  1816  and  1842  of  the 
Social  Security  Act,  and  on  the  relative  costs  and  efficiency  of 
such  competitive  agreements  and  contracts  as  compared  to 
current  cost  reimbursement  for  such  agreements  and  contracts; 

(B)  the  need  (if  any)  for  eliminating  the  provider  nomination 
procedure  under  section  1816(a)  of  such  Act; 

(C)  the  disparities  (if  any)  in  costs  and  quality  of  claims 
processing  among  the  various  entities  performing  claims  proc- 
essing pursuant  to  sections  1816  and  1842  of  such  Act; 

(D)  whether  the  standards  of  the  Secretary  of  Health  and 
Human  Services  for  evaluating  costs  and  performance  of  inter- 
mediaries and  carriers  are  adequate  and  properly  applied;  and 

(E)  whether  the  Secretary's  statutory  authority  is  sufficient  to 
deal  with  inefficient  intermediaries  and  carriers  either  through 
the  contract  negotiation  and  budget  review  process  or  through 
the  process  for  termination  or  nonrenewal  of  contracts. 

(2)  The  Comptroller  General  shall  submit  a  report  on  the  results 
of  such  study  to  the  Congress  not  later  than  12  months  after  the 
date  of  the  enactment  of  this  Act. 


PART  II— ADMINISTRATIVE  AND  MISCELLANEOUS 
CHANGES 

REPEAL  OF  EXCLUSION  OF  FOR-PROFIT  ORGANIZATIONS  FROM  RESEARCH 
AND  DEMONSTRATION  GRANTS 


42  use  1310. 
42  use  1395b-l. 


Effective  date. 
42  use  1310 
note. 


Sec.  2331.  (a)  Section  1110(a)(1)  of  the  Social  Security  Act  is 
amended  by  striking  out  ''nonprofit". 

(b)  The  first  sentence  of  section  402(a)(1)  of  the  Social  Security 
Amendments  of  1967  (Public  Law  90-248)  is  amended  by  striking  out 
"nonprofit". 

(c)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 


PRESIDENTIAL  APPOINTMENT  OF  AND  PAY  LEVEL  FOR  THE 
ADMINISTRATOR  OF  THE  HEALTH  CARE  FINANCING  ADMINISTRATION 


Sec.  2332.  (a)  Title  XI  of  the  Social  Security  Act  is  amended  by 
inserting  after  section  1116  the  following  new  section: 
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APPOINTMENT  OF  THE  ADMINISTRATOR  OF  THE  HEALTH  CARE 
FINANCING  ADMINISTRATION 

"Sec.  1117.  The  Administrator  of  the  Health  Care  Financing  42  use  1317. 
Administration  shall  be  appointed  by  the  President  by  and  with  the 
advice  and  consent  of  the  Senate.". 

(b)  Section  5315  of  title  5,  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following: 

"Administrator  of  the  Health  Care  Financing  Administration.". 

(c)  The  amendments  made  by  this  section  shall  apply  to  appoint 
ments  made  after  the  date  of  the  enactment  of  this  Act. 


Effective  date. 
42  use  1317 
note. 


EXCLUSION  OF  CERTAIN  ENTITIES  OWNED  OR  CONTROLLED  BY 
INDIVIDUALS  CONVICTED  OF  MEDICARE-  OR  MEDICAID-RELATED  CRIMES 

Sec.  2333.  (a)  Section  1128  of  the  Social  Security  Act  is  amended— 

(1)  by  redesignating  subsections  (b),  (c),  and  (d)  as  subsections 
(c),  (d),  and  (e),  respectively,  and 

(2)  by  inserting  after  subsection  (a)  the  following  new  subsec- 
tion: 

"(b)  Whenever  the  Secretary  determines,  with  respect  to  an 
entity,  that  a  person  who  has  a  direct  or  indirect  ownership  or 
control  interest  of  5  percent  or  more  in  the  entity,  or  who  is  an 
officer,  director,  agent,  or  managing  employee  (as  defined  in  section 
1126(b))  of  such  entity,  is  a  person  described  in  section  1126(a),  the 
Secretary — 

"(1)  may  bar  from  participation  in  the  program  under  title 
XVIII,  for  such  period  as  he  may  deem  appropriate,  each  such 
entity  otherwise  eligible  to  participate  in  such  program; 

"(2)  shall  promptly  notify  each  appropriate  State  agency  ad- 
ministering or  supervising  the  administration  of  a  State  plan 
approved  under  title  XIX  of  the  fact  and  circumstances  of  the 
determination,  and  may  require  each  such  agency  to  bar  the 
entity  from  participation  under  the  State  plan  for  such  period 
as  he  specifies,  which  may  not  exceed  the  period  established 
pursuant  to  paragraph  (1);  and 

"(3)  shall  promptly  notify  the  appropriate  State  or  local 
agency  or  authority  having  responsibility  for  the  licensing  or 
certification  of  such  entity  of  the  fact  and  circumstances  of  such 
determination,  request  that  appropriate  investigations  be  made 
and  sanctions  invoked  in  accordance  with  applicable  State  law 
and  policy,  and  request  that  such  State  or  local  agency  or 
authority  keep  the  Secretary  and  the  Inspector  General  of  the 
Department  of  Health  and  Human  Services  fully  and  currently 
informed  with  respect  to  any  actions  taken  in  response  to  such 
request.". 

(b)  Section  1128(e)  of  such  Act  (as  redesignated  by  subsection  (aXD) 
is  amended— 

(1)  by  inserting  "or  entity"  after  "Any  person",  and 

(2)  by  striking  out  "(a)  or  (b)"  and  inserting  in  lieu  thereof 
"(a),  (b),  or  (c)". 

(c)  The  amendments  made  by  this  section  become  effective  on  the 
date  of  the  enactment  of  this  Act  and  shall  apply  to  convictions  of 
persons  occurring  after  such  date. 


42  use  1320a-7. 


42  use  1320a-5. 
42  use  1395. 

42  use  1396. 
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42  use  1320a-7 
note. 


98  STAT.  1090  PUBLIC  LAW  98-369— JULY  18,  1984 

PROVIDER  REPRESENTATION  IN  PEER  REVIEW  ORGANIZATIONS 

42  use  1320C-2.  Sec.  2334.  (a)  Section  1153(b)(3)  of  the  Social  Security  Act  is 
amended  by  inserting  "(A)"  after  "(3)"  and  by  adding  at  the  end 
thereof  the  following  new  subparagraph: 

"(B)  For  purposes  of  subparagraph  (A),  an  entity  shall  not  be 
considered  to  be  affiliated  with  a  health  care  facility  or  association 
of  facilities  by  reason  of  management,  ownership,  or  common  con- 
trol if  the  management,  ownership,  or  common  control  consists  only 
of  not  more  than  20  percent  of  the  members  of  the  governing  board 
of  the  entity  being  affiliated  (through  management,  ownership,  or 
common  control)  with  one  or  more  of  such  facilities  or  associations.", 
(b)  Section  1153(b)(2)(A)  of  such  Act  is  amended— 

(1)  by  striking  out  "an  entity  which  directly"  and  inserting  in 
lieu  thereof  "an  entity  (other  than  a  self-insured  employer) 
which  directly";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  sentence: 
"For  purposes  of  this  paragraph,  an  entity  shall  not  be  consid- 
ered to  be  affiliated  with  another  entity  which  makes  payments 
(directly  or  indirectly)  to  any  practitioner  or  provider,  by  reason 
of  management,  ownership,  or  common  control,  if  the  manage- 
ment, ownership,  or  common  control  consists  only  of  one  indi- 
vidual member  of  the  governing  board  being  affiliated  (through 
management,  ownership,  or  common  control)  with  a  health 
maintenance  organization  or  competitive  medical  plan  which  is 

42  use  1395mm.         an  'eligible  organization'  as  defined  in  section  187603).". 
Effective  date.         (c)  The  amendments  made  by  this  section  shall  become  effective 
42  use  1320C-2     on  the  date  of  the  enactment  of  this  Act. 

note. 

REPEAL  OF  SPECIAL  TUBERCULOSIS  TREATMENT  REQUIREMENTS  UNDER 
MEDICARE  AND  MEDICAID 

42usei395f.  Sec.  2335.  (a)  Section  1814(a)  of  the  Social  Security  Act  is 
amended — 

(1)  in  paragraph  (2),  by  striking  out  subparagraph  (B)  and 
redesignating  subparagraphs  (C),  (D),  and  (E)  as  subparagraphs 
(B),  (C),  and  (D),  respectively; 

(2)  in  paragraph  (3),  by  striking  out  "and  inpatient  tuberculo- 
sis hospital  services"; 

(3)  by  striking  out  paragraph  (5)  and  redesignating  para- 
graphs (6),  (7),  and  (8)  as  paragraphs  (5),  (6),  and  (7),  respectively; 
and 

(4)  in  the  matter  following  paragraph  (7)  (as  so  redesignated), 
by  striking  out  "(D),  or  (E)"  and  inserting  in  lieu  thereof  "or 
(D)". 

42  use  I395x.  Subsections  (d)  and  (g)  of  section  1861  of  such  Act  are 

repealed. 

(2)  The  fifth  sentence  of  section  1861(e)  of  such  Act  is  amended  by 
striking  out  "or  tuberculosis  unless  it  is  a  tuberculosis  hospital  (as 
defined  in  subsection  (g))  or". 

(3)  Section  1861(j)  of  such  Act  is  amended  in  the  matter  following 
paragraph  (15)  by  striking  out  "or  tuberculosis". 

42  use  1395Z.  (c)  Section  1863  of  such  Act  is  amended  by  striking  out  "(g)(4),". 
42  use  1395CC.        (d)  Section  1866  of  such  Act  is  amended— 

(1)  in  subsection  (b)(3),  by  striking  out  "tuberculosis  hospital 
services  and";  and 
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(2)  in  subsection  (d),  by  striking  out  "inpatient  tuberculosis 
hospital  services  and". 

(e)  Section  1902(a)(28)  of  such  Act  is  amended  by  striking  out  "and 
tuberculosis". 

(f)  Section  1905(a)  of  such  Act  is  amended  by  striking  out  "tubercu- 
losis or"  each  place  it  appears  in  paragraphs  (1),  (4)(A),  (14),  and  (15) 
and  in  the  subdivision  (B)  after  paragraph  (18). 

(g)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 

ACCESS  TO  HOME  HEALTH  SERVICES 

Sec.  2336.  (a)  Sections  1814(a)  and  1835(a)  of  the  Social  Security 
Act  are  each  amended  by  adding  at  the  end  the  following  new 
sentence:  "For  purposes  of  the  preceding  sentence,  service  by  a 
physician  as  an  uncompensated  officer  or  director  of  a  home  health 
agency  shall  not  constitute  having  a  significant  ownership  interest 
in,  or  a  significant  financial  or  contractual  relationship  with,  such 
agency.". 

(b)  The  third  sentence  of  section  1814(a)  of  the  Social  Security  Act 
and  the  fourth  sentence  of  section  1835(a)  of  such  Act  are  each 
amended  by  inserting  before  the  period  at  the  end  the  following:  ", 
except  that  such  prohibition  shall  not  apply  with  respect  to  a  home 
health  agency  which  is  a  sole  community  home  health  agency  (as 
determined  by  the  Secretary)". 

(c)  (1)  The  amendments  made  by  subsection  (a)  shall  apply  to 
certifications  and  plans  of  care  made  or  established  on  or  after  the 
date  of  the  enactment  of  this  Act. 

(2)  The  Secretary  shall  provide,  not  later  than  90  days  after  the 
date  of  the  enactment  of  this  Act,  for  such  revision  of  regulations  as 
may  be  required  to  reflect  the  amendments  made  by  subsection  0)). 


42  use  1396a. 
42  use  1396d. 


Effective  date. 
42  use  1395f 
note. 


42  use  1395f, 
1395n. 


Effective  date. 
42  use  1395f 
note. 

Effective  date. 
42  use  1395f 
note. 


NORMALIZATION  OF  TRUST  FUND  TRANSFERS 

Sec.  2337.  (a)  Section  1817(a)  of  the  Social  Security  Act  is 
amended — 

(1)  by  striking  out  "monthly  on  the  first  day  of  each  calendar 
month"  in  the  next  to  last  sentence  and  inserting  in  lieu  thereof 
"from  time  to  time", 

(2)  by  striking  out  "to  be  paid  to  or  deposited  into  the  Treas- 
ury during  such  month"  in  such  sentence  and  inserting  in  lieu 
thereof  "paid  to  or  deposited  into  the  Treasury",  and 

(3)  by  striking  out  the  last  sentence. 

Ob)  The  amendments  made  by  subsection  (a)  shall  become  effective 
on  the  first  day  of  the  month  following  the  month  in  which  this  Act 
is  enacted. 


97  Stat.  98. 
42  use  1395i. 


Effective  date. 
42  use  1395i 
note. 


ENROLLMENT  AND  PREMIUM  PENALTY  WITH  RESPECT  TO  WORKING 
AGED  PROVISION 

Sec.  2338.  (a)  The  second  sentence  of  section  1839(b)  of  the  Social 
Security  Act  is  amended  by  adding  before  the  period  at  the  end  the   97  Stat.  170. 
following:  ",  but  there  shall  not  be  taken  into  account  months  in   42  use  I395r. 
which  the  individual  has  met  the  conditions  specified  in  clauses  (i) 
and  (iii)  of  section  18620b)(3)(A)  and  can  demonstrate  that  the  indi-   42  USe  I395y. 
vidual  was  enrolled  in  a  group  health  plan  described  in  clause  (iv)  of 
such  section  by  reason  of  the  individual's  (or  the  individual's 
spouse's)  current  employment". 
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42  use  I395p.         (b)  Section  1837  of  such  Act  is  amended  by  adding  at  the  end  the 
following  new  subsection: 
"(iXD  In  the  case  of  an  individual  who — 

"(A)  meets  the  conditions  described  in  clauses  (i)  and  (iii)  of 
42  use  I395y.  section  1862(bX3XA), 

42  use  i395o.  "(B)  at  the  time  the  individual  first  satisfies  paragraph  (1)  or 

(2)  of  section  1836,  is  enrolled  in  a  group  health  plan  described 
in  section  1862(bX3XAXiv)  by  reaison  of  the  individual's  (or  the 
individual's  spouse's)  current  employment,  and 

"(C)  has  elected  not  to  enroll  (or  to  be  deemed  enrolled)  under 
this  section  during  the  individual's  initial  enrollment  period, 
there  shall  be  a  special  enrollment  period  described  in  paragraph 
(3). 

"(2)  In  the  case  of  an  individual  who — 

"(A)  meets  the  conditions  described  in  clauses  (i)  and  (iii)  of 
section  1862(bX3XA), 

"(B)  has  enrolled  (or  has  been  deemed  to  have  enrolled)  in  the 
medical  insurance  program  established  under  this  part  during 
the  individugd's  initial  enrollment  period  and  any  subsequent 
special  enrollment  period  under  this  subsection  during  which 
the  individual  was  not  enrolled  in  a  group  health  plan  described 
in  section  1862(bX3XAXiv)  by  reason  of  the  individual's  (or  indi- 
vidual's spouse's)  current  employment,  and 

"(C)  has  not  terminated  enrollment  under  this  section  at  any 
time  at  which  the  individual  is  not  enrolled  in  such  a  group 
health  plan  by  reason  of  the  individual's  (or  individual's 
spouse's)  current  employment, 
there  shall  be  a  special  enrollment  period  described  in  paragraph 
(3). 

"(3)  The  special  enrollment  period  referred  to  in  paragraphs  (1) 
and  (2)  is  the  period — 

"(A)  beginning  with  the  first  day  of  the  third  month  before 
the  month  in  which  the  individual  attains  the  age  of  70  and 
ending  seven  months  later,  or 

"(B)  beginning  with  the  first  day  of  the  first  month  in  which 
the  individual  is  no  longer  enrolled  in  a  group  health  plan 
described  in  section  1862(bX3XAXiv)  by  reason  of  current  em- 
ployment and  ending  seven  months  later, 
whichever  period  results  in  earlier  coverage.". 
42  use  I395q.         (c)  Section  1838  of  such  Act  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(e)  Notwithstanding  subsection  (a),  in  the  case  of  an  individual 
who  enrolls  during  a  special  enrollment  period  pursuant  to — 
Supra.  "(1)  subparagraph  (A)  of  section  1837(iX3)— 

"(A)  before  the  month  in  which  he  attains  the  age  of  70, 
the  coverage  period  shall  begin  on  the  first  day  of  the 
month  in  which  he  has  attained  the  age  of  70,  or 

"(B)  in  or  after  the  month  in  which  he  attains  the  age  of 
70,  the  coverage  period  shall  begin  on  the  first  day  of  the 
month  following  the  month  in  which  he  so  enrolls;  or 
"(2)  subparagraph  (B)  of  section  1837(iX3)— 

"(A)  in  the  first  month  of  the  special  enrollment  period, 
the  coverage  period  shall  begin  on  the  first  day  of  such 
month,  or 

"(B)  in  a  month  after  the  first  month  of  the  special 
enrollment  period,  the  coverage  period  shall  begin  on  the 
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first  day  of  the  month  following  the  month  in  which  he  so 
enrolls.". 

(d)(1)  The  amendment  made  by  subsection  (a)  shall  apply  to 
months  beginning  with  January  1983  for  premiums  for  months 
beginning  with  the  first  month  which  begins  more  than  30  days 
after  the  date  of  the  enactment  of  this  Act. 

(2)(A)  The  amendments  made  by  subsections  (b)  and  (c)  shall  apply 
to  enrollments  in  months  beginning  with  the  first  effective  month, 
except  that  in  the  case  of  any  individual  who  would  have  had  a 
special  enrollment  period  under  section  1837(i)  of  the  Social  Security 
Act  that  would  have  begun  before  such  first  effective  month,  such  Ante,  p.  1092. 
period  shall  be  deemed  to  begin  with  the  first  day  of  such  first 
effective  month. 

(B)  For  purposes  of  subparagraph  (A),  the  term  "first  effective 
month"  means  the  first  month  which  begins  more  than  90  days  after 
the  date  of  the  enactment  of  this  Act. 


Effective  date. 
42  use  1395r 
note. 


Effective  date. 
42  use  1395p 
note. 


INDIRECT  PAYMENT  OF  SUPPLEMENTARY  MEDICAL  INSURANCE  BENEFITS 

Sec.  2339.  (a)  The  first  sentence  of  section  1842(b)(6)  of  the  Social 
Security  Act,  as  redesignated  by  section  2306  of  this  title,  is  Ante,  p.  1070. 
amended — 

(1)  by  inserting  ''(i)"  after  "(A)", 

(2)  by  striking  out  "(B)"  and  inserting  in  lieu  thereof  "(ii)", 
and 

(3)  by  inserting  before  the  period  the  following:  or  (B)  to  an 
entity  (i)  which  provides  coverage  of  the  services  under  a  health 
benefits  plan,  but  only  to  the  extent  that  payment  is  not  made 
under  this  part,  (ii)  which  has  paid  the  person  who  provided  the 
service  an  amount  (including  the  amount  payable  under  this 
part)  which  that  person  has  accepted  as  payment  in  full  for  the 
service,  and  (iii)  to  which  the  individual  has  agreed  in  writing 
that  payment  may  be  made  under  this  part*'. 

(b)  The  second  sentence  of  such  section  is  amended  by  striking  out 
"or  (B)". 

CERTIFICATION  OF  PSYCHIATRIC  HOSPITALS 

Sec.  2340.  (a)  Section  1861(f)  of  the  Social  Security  Act  is  42  use  I395x. 
amended — 

(1)  by  adding  "and"  at  the  end  of  paragraph  (3); 

(2)  by  striking  out  ";  and"  at  the  end  of  paragraph  (4)  and 
inserting  in  lieu  thereof  a  period; 

(3)  by  striking  out  paragraph  (5);  and 

(4)  in  the  second  sentence,  by  striking  out  "if  the  institution  is 
accredited"  and  all  that  follows  through  "Secretary". 

(b)  Section  1905(h)(1)(A)  of  such  Act  is  amended  to  read  as  follows:   42  USe  I396d. 

"(A)  inpatient  services  which  are  provided  in  an  institution 
(or  distinct  part  thereof)  which  is  a  psychiatric  hospital  as 
defined  in  section  1861(f);". 

(c)  The  amendments  made  by  this  section  shall  become  effective  Effective  date. 

on  the  date  of  the  enactment  of  this  Act.  ^2  USe  I395x 

note. 
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42  use  1395k. 
42  use  1395x. 


Effective  date. 
42  use  1395k 
note. 


42  use  1395x. 


42  use  1395n. 


Effective  date. 
42  use  1395n 
note. 


42  use  1395x. 


INCLUDING  PODIATRISTS  IN  DEFINITION  OF  PHYSICIAN  FOR  OUTPA- 
TIENT PHYSICAL  THERAPY  SERVICES  AND  INCLUDING  PODIATRISTS 
AND  DENTISTS  IN  DEFINITION  OF  "pHYSICIAN"  FOR  OUTPATIENT 
AMBULATORY  SURGERY 

Sec.  2341.  (a)  Section  1861(pXl)  of  the  Social  Security  Act  is 
amended  by  striking  out  "section  1861(rXl)"  and  inserting  in  lieu 
thereof  "paragraph  (1)  or  (3)  of  section  1861(r)". 

(b)  Section  1832(aX2XFXii)  of  such  Act  is  amended  by  striking  out 
"section  1861(rXl)"  and  inserting  in  lieu  thereof  "paragraph  (1),  (2), 
or  (3)  of  section  1861(r)". 

(c)  Section  1861(rX3)  of  such  Act  is  amended— 

(1)  by  striking  out  "and  (m)"  the  first  place  it  appears  and 
inserting  in  lieu  thereof  ",  (m),  and  (pXD",  and 

(2)  by  inserting  ",  1832(aX2XFXii),"  after  "1814(a)"  the  first 
place  it  appears. 

(d)  The  amendments  made  by  this  section  apply  to  services  fur- 
nished on  or  after  the  date  of  the  enactment  of  this  Act. 

ESTABUSHMENT  BY  PHYSICAL  THERAPISTS  OF  PLANS  FOR  PHYSICAL 

THERAPY 

Sec.  2342.  (a)  Section  1861(pX2)  of  the  Social  Security  Act  is 
amended  by  striking  out  ",  and  is  periodically  reviewed,  by  a 
physician  (as  so  defined)"  and  inserting  in  lieu  thereof  "by  a  physi- 
cian (as  so  defined)  or  by  a  qualified  physical  therapist  and  is 
periodically  reviewed  by  a  physician  (as  so  defined)". 

(b)  Section  1835(aX2XCXii)  of  such  Act  is  amended  by  striking  out 
",  and  is  periodically  reviewed,  by  a  physician"  and  inserting  in  lieu 
thereof  "by  a  physician  or  by  the  qualified  physical  therapist  provid- 
ing such  services  and  is  periodicadly  reviewed  by  a  physician". 

(c)  The  amendments  made  by  this  section  apply  to  plans  of  care 
established  on  or  after  the  date  of  the  enactment  of  this  Act. 

HOSPICE  CONTRACTING  FOR  CORE  SERVICES 

Sec.  2343.  (a)  Section  1861(ddX2XAXiiXI)  of  the  Social  Security  Act 
is  amended  by  inserting  "except  as  otherwise  provided  in  paragraph 
(5),"  before  "and"  at  the  end  thereof. 

(b)  Section  1861(dd)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5XA)  The  Secretary  may  waive  the  requirements  of  paragraph 
(2XAXiiXI)  for  an  agency  or  organization  with  respect  to  all  or  part  of 
the  nursing  care  described  in  paragraph  (IXA)  if  such  agency  or 
organization — 

"(i)  is  located  in  an  area  which  is  not  an  urbanized  area  (as 
defined  by  the  Bureau  of  the  Census); 

"(ii)  was  in  operation  on  or  before  January  1,  1983;  and 
"(iii)  has  demonstrated  a  good  faith  effort  (as  determined  by 
the  Secretary)  to  hire  a  sufficient  number  of  nurses  to  provide 
such  nursing  care  directly. 
"(B)  Any  waiver,  which  is  in  such  form  and  containing  such 
information  as  the  Secretary  may  require  and  which  is  requested  by 
an  agency  or  organization  under  subparagraph  (A),  shall  be  deemed 
to  be  granted  unless  such  request  is  denied  by  the  Secretary  within 
60  days  after  the  date  such  request  is  received  by  the  Secretary.  The 
granting  of  a  waiver  under  subparagraph  (A)  shall  not  preclude  the 
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granting  of  any  subsequent  waiver  request  should  such  a  waiver 
again  become  necessary.". 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  become 
effective  on  the  date  of  the  enactment  of  this  Act. 

(d)  The  Secretary  of  Health  and  Human  Services  shall  conduct  a 
study  of  the  necessity  and  appropriateness  of  the  requirements  that 
certain  "core"  services  be  furnished  directly  by  a  hospice,  as 
required  under  section  1861(dd)(2)(A)(ii)(I)  of  the  Social  Security  Act. 
The  Secretary  shall  report  the  results  of  such  study  to  the  Congress 
with  the  report  required  under  section  122(i)(l)  of  the  Tax  Equity 
and  Fiscal  Responsibility  Act  of  1982. 

MEDICARE  RECOVERY  AGAINST  CERTAIN  THIRD  PARTIES 

Sec.  2344.  (a)  Section  1862(b)(1)  of  the  Social  Security  Act  is  42  use  I395y. 
amended — 

(1)  in  the  first  sentence,  by  inserting  "promptly"  after  "to  be 
made"; 

(2)  in  the  second  sentence,  by  inserting  "or  could  be"  after 
"has  been";  and 

(3)  by  inserting  after  the  second  sentence  the  following  new 
sentences:  "In  order  to  recover  payment  made  under  this  title 
for  an  item  or  service,  the  United  States  may  bring  an  action 
against  any  entity  which  would  be  responsible  for  payment  with 
respect  to  such  item  or  service  (or  any  portion  thereof)  under 
such  a  law,  policy,  plan,  or  insurance,  or  against  any  entity 
(including  any  physician  or  provider)  which  has  been  paid  with 
respect  to  such  item  or  service  under  such  law,  policy,  plan,  or 
insurance,  and  may  join  or  intervene  in  any  action  related  to 
the  events  that  gave  rise  to  the  need  for  such  item  or  service. 
The  United  States  shall  be  subrogated  (to  the  extent  of  payment 
made  under  this  title  for  an  item  or  service)  to  any  right  of  an 
individual  or  any  other  entity  to  payment  with  respect  to  such 
item  or  service  under  such  a  law,  policy,  plan,  or  insurance.". 

(b)  Section  1862(b)(2)(B)  of  such  Act  is  amended— 

(1)  in  the  first  sentence,  by  inserting  "or  could  be"  after  "has 
been";  and 

(2)  by  inserting  after  the  first  sentence  the  following  new 
sentences:  "In  order  to  recover  payment  made  under  this  title 
for  an  item  or  service,  the  United  States  may  bring  an  action 
against  any  entity  which  would  be  responsible  for  payment  with 
respect  to  such  item  or  service  (or  any  portion  thereof)  under 
such  a  plan,  or  against  any  entity  (including  any  physician  or 
provider)  which  has  been  paid  with  respect  to  such  item  or 
service  under  such  plan,  and  may  join  or  intervene  in  any 
action  related  to  the  events  that  gave  rise  to  the  need  for  such 
item  or  service.  The  United  States  shall  be  subrogated  (to  the 
extent  of  payment  made  under  this  title  for  an  item  or  service) 
to  any  right  of  an  individual  or  any  other  entity  to  payment 
with  respect  to  such  item  or  service  under  such  a  plan.". 

(c)  Section  1862(b)(3)(A)(ii)  of  such  Act  is  amended— 

(1)  in  the  first  sentence,  by  inserting  "or  could  be"  after  "has 
been";  and 

(2)  by  inserting  after  the  first  sentence  the  following  new 
sentences:  "In  order  to  recover  payment  made  under  this  title 
for  an  item  or  service,  the  United  States  may  bring  an  action 
against  any  entity  which  would  be  responsible  for  payment  with 


Effective  date. 
42  use  1395x 
note. 

42  use  1395x 
note. 

42  use  1395x. 
Report. 
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note. 


98  STAT.  1096 


PUBLIC  LAW  98-369— JULY  18,  1984 


Effective  date. 
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note. 


42  use  1395bb. 


Effective  date. 
42  use  1395bb 
note. 


respect  to  such  item  or  service  (or  any  portion  thereof)  under 
such  a  plan,  or  against  any  entity  (including  any  physician  or 
provider)  which  has  been  paid  with  respect  to  such  item  or 
service  under  such  plan,  and  may  join  or  intervene  in  any 
action  related  to  the  events  that  gave  rise  to  the  need  for  such 
item  or  service.  The  United  States  shall  be  subrogated  (to  the 
extent  of  payment  made  under  this  title  for  an  item  or  service) 
to  any  right  of  an  individual  or  any  other  entity  to  payment 
with  respect  to  such  item  or  service  under  such  a  plan.", 
(d)  The  amendments  made  by  this  section  shall  apply  to  items  and 
services  furnished  on  or  after  the  date  of  the  enactment  of  this  Act. 

CONFIDENTIAUTY  OF  ACCREDITATION  SURVEYS 

Sec.  2345.  (a)  Section  1865(a)  of  the  Social  Security  Act  is 
amended — 

(1)  in  paragraph  (2),  by  striking  out  "(on  a  confidential  basis)"; 
and 

(2)  by  adding  at  the  end  thereof  the  following  new  sentence: 
"The  Secretary  may  not  disclose  any  accreditation  survey  made 
and  released  to  him  by  the  Joint  Commission  on  Accreditation 
of  Hospitals,  the  American  Osteopathic  Association,  or  any 
other  national  accreditation  body,  of  an  entity  accredited  by 
such  body.". 

(b)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act,  and  shall  apply  with 
respect  to  surveys  released  to  the  Secretary  on,  before,  or  after  such 
date. 


Effective  date. 
42  use  1395bb. 
note. 


97  Stat.  163. 
42  use  1395cc. 


42  use  1320c. 

97  Stat.  163. 
42  use  1395CC 
and  note. 
42  use  1395CC 
note. 


USE  OF  ADDITIONAL  ACCREDITING  ORGANIZATIONS  UNDER  MEDICARE 

Sec.  2346.  (a)  The  third  sentence  of  section  1865(a)  of  the  Social 
Security  Act  is  amended — 

(1)  by  striking  out  "section  1861(e),  (j),  (o),  or  (dd)"  and  insert- 
ing in  lieu  thereof  "section  1832(a)(2XF)(i),  1861(e),  1861(f), 
1861(j),  1861(0),  1861(pX4XA)  or  (B),  paragraphs  (11)  and  (12)  of 
section  1861(s),  section  1861(aaX2),  1861(ccX2),  or  1861(ddX2)"; 
and 

(2)  by  striking  out  "institution  or  agency"  each  place  it  ap- 
pears £md  inserting  in  lieu  thereof  in  each  instance  "entity". 

(b)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 

FUNDING  FOR  PSRO  REVIEW 

Sec.  2347.  (aXD  Section  1866(aXlXF)  of  the  Social  Security  Act  is 
amended  by  striking  out  "maintain  an  agreement"  and  all  that 
follows  through  "under  which  the  organization",  and  inserting  in 
lieu  thereof  "maintain  an  agreement  with  a  professional  standards 
review  organization  (if  there  is  such  an  organization  in  existence  in 
the  area  in  which  the  hospital  is  located)  or  with  a  utilization  and 
quality  control  peer  review  organization  which  has  a  contract  with 
the  Secretary  under  part  B  of  title  XI  for  the  area  in  which  the 
hospital  is  located,  under  which  the  organization". 

(2)  Section  602(1X1)  of  the  Social  Security  Amendments  of  1983  is 
repealed. 

(b)  Notwithstanding  section  604(aX2)  of  the  Social  Security 
Amendments  of  1983,  the  requirement  that  a  hospital  maintain  an 
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agreement  with  a  utilization  and  quality  control  peer  review  organi- 
zation, as  contained  in  section  1866(aXl)(F)  of  the  Social  Security 
Act,  shall  become  effective  on  November  15, 1984.  97  Stat.  163. 

(cXl)  Section  1153(b)(2)(A)  of  the  Social  Security  Act  is  amended  by   42  USC  l320c-2. 
striking  out  "During  the  first  twelve  months  in  which  the  Secretary 
is  entering  into  contracts  under  this  section"  and  inserting  in  lieu 
thereof  "Prior  to  November  15, 1984". 

(2)  Section  1153(b)(2)(B)  of  such  Act  is  amended  by  striking  out 
"after  the  expiration  of  the  twelve-month  period  referred  to  in 
subparagraph  (A)"  and  inserting  in  lieu  thereof  "after  November  14, 
1984". 

(3)  Section  1153(b)(2)  of  such  Act  is  amended  by  striking  out  97  Stat.  163. 
subparagraph  (C). 

(d)  The  provisions  of,  and  amendments  made  by,  this  section  shall 
become  effective  on  the  date  of  the  enactment  of  this  Act. 


Effective  date. 
42  USC  1320C-2 
note. 


PAYMENT  FOR  SERVICES  FOLLOWING  TERMINATION  OF  PARTICIPATION 
AGREEMENTS  WITH  HOME  HEALTH  AGENCIES  OR  HOSPICE  PROGRAMS 


Sec.  2348.  (a)  Section  1866(b)(4)(B)  of  the  Social  Security  Act  is  42  use  I395cc 
amended  by  striking  out  "after  the  calendar  year  in  which  such 
termination  is  effective"  and  inserting  in  lieu  thereof  "more  than  30 
days  after  such  effective  date". 

(b)  The  amendment  made  by  this  section  shall  apply  to  termina- 
tions issued  on  or  after  the  date  of  the  enactment  of  this  Act. 


Effective  date. 
42  USC  1395CC 
note. 


42  USC  1395dd. 
42  USC  1395z. 


45  USC  231f. 
42  USC  907a. 

Effective  date. 
42  USC  907a 
note. 


EUMINATION  of  health  insurance  benefits  ADVISORY  COUNCIL 

Sec.  2349.  (a)  Section  1867  of  the  Social  Security  Act  is  repealed. 

(b)  (1)  The  first  sentence  of  section  1863  of  such  Act  is  amended  by 
striking  out  "the  Health  Insurance  Benefits  Advisory  Council  estab- 
lished by  section  1867,  appropriate  State  agencies,"  and  inserting  in 
lieu  thereof  "appropriate  State  Eigencies". 

(2)  The  first  sentence  of  section  7(dX4)  of  the  Railroad  Retirement 
Act  of  1974  is  amended  by  striking  out  "1867,". 

(3)  Section  361  of  the  Social  Security  Amendments  of  1977  (PubUc 
Law  95-216)  is  amended  by  striking  out  subsection  (i). 

(c)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 

health  maintenance  organizations  and  competitive  medical 

PLANS 

Sec.  2350.  (a)(1)  Section  1876(c)(3)(A)  of  the  Social  Security  Act  is  42  USC  1395mm. 
amended — 

(A)  by  inserting  "(i)"  after  "(3)(A)", 

(B)  by  inserting  "and  including  the  30-day  period  specified 
under  clause  (ii)"  after  "30  days  duration  every  year",  and 

(C)  by  adding  at  the  end  thereof  the  following  new  clause: 
"(ii)  For  each  area  served  by  more  than  one  eligible  organization 

under  this  section,  the  Secretary  (after  consultation  with  such  orga- 
nizations) shall  establish  a  single  30-day  period  each  year  during 
which  all  eligible  organizations  serving  the  area  must  provide  for 
open  enrollment  under  this  section.  The  Secretary  shall  determine 
annual  per  capita  rates  under  subsection  (a)(1)(A)  in  a  manner  that 
assures  that  individuals  enrolling  during  such  a  30-day  period  will 
not  have  premium  charges  increased  or  any  additional  benefits 
decreased  for  12  months  beginning  on  the  date  the  individual's 
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Effective  date. 
42  use  1395mm 
note. 


Report. 

42  use  1395mm. 


Effective  date. 
42  use  1395mm 
note. 


enrollment  becomes  effective.  An  eligible  organization  may  provide 
for  such  other  open  enrollment  period  or  periods  as  it  deems  appro- 
priate consistent  with  this  section.". 

(2)  The  Secretary  of  Health  and  Human  Services  may  phase  in, 
over  a  period  of  not  longer  than  three  years,  the  application  of  the 
amendments  made  by  paragraph  (1)  to  all  applicable  areas  in  the 
United  States  if  the  Secretary  determines  that  it  is  not  administra- 
tively feasible  to  establish  a  single  30-day  open  enrollment  period  for 
all  such  applicable  areas  before  the  end  of  the  period. 

(b)  (1)  The  first  sentence  of  section  1876(g)(2)  of  such  Act  is  amend- 
ed by  inserting  before  the  period  at  the  end  thereof  the  following: 
"and  except  that  an  organization  (with  the  approval  of  the  Secre- 
tary) may  provide  that  a  part  of  the  value  of  such  additional  benefits 
be  withheld  and  reserved  by  the  Secretary  as  provided  in  paragraph 
(5)". 

(2)  Section  1876(g)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5)  An  organization  having  a  risk-sharing  contract  under  this 
section  may  (with  the  approval  of  the  Secretary  and  during  a  period 
of  not  longer  than  four  years)  provide  that  a  part  of  the  value  of 
additional  benefits  otherwise  required  to  be  provided  by  reason  of 
paragraph  (2)  be  withheld  and  reserved  in  the  Federal  Hospital 
Insurance  Trust  Fund  and  in  the  Federal  Supplementary  Medical 
Insurance  Trust  Fund  (in  such  proportions  as  the  Secretary  deter- 
mines to  be  appropriate)  by  the  Secretary  for  subsequent  annual 
contract  periods,  to  the  extent  required  to  stabilize  and  prevent 
undue  fluctuations  in  the  additional  benefits  offered  in  those  subse- 
quent periods  by  the  organization  in  accordance  with  paragraph  (3). 
Any  of  such  value  of  additional  benefits  which  is  not  provided  to 
members  of  the  organization  in  accordance  with  paragraph  (3)  prior 
to  the  end  of  such  period,  shall  revert  for  the  use  of  such  trust 
funds.". 

(3)  The  Secretary  of  Health  and  Human  Services  may  not  approve 
the  establishment  of  a  stabilization  fund  by  an  eligible  organization 
under  section  1876(g)(5)  of  the  Social  Security  Act  for  any  contract 
period  beginning  later  than  four  years  after  the  date  of  the  enact- 
ment of  this  Act. 

(4)  The  Secretary  of  Health  and  Human  Services  shall  report  to 
the  Congress  with  respect  to  the  use  of  stabilization  funds  by  eligible 
organizations  under  section  1876(g)(5)  of  the  Social  Security  Act,  and 
shall  assess  the  need  for  such  funds.  The  report  shall  be  submitted 
not  later  than  54  months  after  the  month  in  which  this  Act  is 
enacted. 

(c)  Section  1876(g)(4)(A)  of  such  Act  is  amended— 

(1)  by   inserting   "and   skilled   nursing   facilities"  after 
"hospitals"; 

(2)  by  inserting  "or  other  appropriate  basis  for  payment  estab- 
lished under  this  title"  after  "section  1861(v))";  and 

(3)  by  striking  out  "hospital". 

(d)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 


JUDICIAL  REVIEW  OF  PROVIDER  REIMBURSEMENT  REVIEW  BOARD 

DECISIONS 


42  use  139500. 


Sec.  2351.  (a)(1)  The  third  sentence  of  section  1878(0(1)  of  the 
Social  Security  Act  is  amended  by  striking  out  "such  determination 
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is  rendered"  and  inserting  in  lieu  thereof  "notification  of  such 
determination  is  received". 

(2)  The  amendment  made  by  paragraph  (1)  shall  be  effective  with 
respect  to  any  civil  action  commenced  on  or  after  the  date  of  the 
enactment  of  this  Act. 

(bXD  The  last  sentence  of  section  1878(f)(1)  of  such  Act  is  amended 
by  inserting  "or  which  have  obtained  a  hearing  under  subsection 
(b)"  after  "common  ownership  or  control". 

(2)  The  amendment  made  by  paragraph  (1)  shall  be  effective  with 
respect  to  any  appeal  or  action  brought  on  or  after  the  date  of  the 
enactment  of  this  Act. 

(c)  Notwithstanding  section  604  of  the  Social  Security  Amend- 
ments of  1983  (Public  Law  98-21)— 

(1)  the  amendments  made  by  section  602(hX2)(A)  of  that  Act 
shall  be  effective  with  respect  to  any  appeal  or  action  brought 
on  or  after  April  20, 1983;  and 

(2)  the  amendments  made  by  section  602(h)(2)(B)  of  that  Act 
shall  be  effective  with  respect  to  any  appeal  or  action  brought 
on  or  after  the  date  of  the  enactment  of  this  Act. 


Effective  date. 
42  use  139500 
note. 

42  use  139500. 


Effective  date. 
42  use  139500 
note. 

Effective  date. 
42  use  139500 
note. 

97  Stat.  168. 
97  Stat.  163. 


FLEXIBLE  SANCTIONS  FOR  NONCOMPUANCE  WITH  REQUIREMENTS  FOR 
END  STAGE  RENAL  DISEASE  FACIUTIES 

Sec.  2352.  (a)  Section  1881(cX3)  of  the  Social  Security  Act  is  42  use  I395rr 
amended  by  adding  at  the  end  thereof  the  following  new  sentence: 
"If  the  Secretary  determines  that  the  facility's  or  provider's  failure 
to  cooperate  with  network  plans  and  goals  does  not  jeopardize 
patient  health  or  safety  or  justify  termination  of  certification,  he 
may  instead,  after  reasonable  notice  to  the  provider  or  facility  and 
to  the  public,  impose  such  other  sanctions  as  he  determines  to  be 
appropriate,  which  sanctions  may  include  denial  of  reimbursement 
with  respect  to  some  or  all  patients  admitted  to  the  facility  after  the 
date  of  notice  to  the  facility  or  provider,  and  graduated  reduction  in 
reimbursement  for  all  patients.". 

(b)  The  amendment  made  by  this  section  shall  apply  to  determina- 
tions made  by  the  Secretary  on  or  after  the  date  of  the  enactment  of 
this  Act. 


Effective  date. 
42  use  1395rr 
note. 


PAYMENTS  TO  PROMOTE  CLOSURE  AND  CONVERSION  OF  UNDERUTILIZED 
HOSPITAL  FACIUTIES 

Sec.  2353.  (a)  The  Secretary  of  Health  and  Human  Services  shall 
carry  out  a  study  and  report  to  the  Congress  on  the  modifications 
required  in  section  1884  of  the  Social  Security  Act  in  order  to 
conform  the  closure  and  conversion  program  authorized  in  that 
section  to  the  prospective  payment  system  under  section  1886(d)  of 
such  Act,  so  as  to  provide  assistance  to  hospitals  which  may  have 
particular  problems  in  converting  facilities  (or  parts  thereof)  from 
acute  care  to  less  intensive  care  or  in  closing  facilities  (or  parts 
thereof).  The  report  shall  include  recommendations  as  to  how,  and 
whether,  implementation  of  section  1884  as  modified  may  result  in 
reductions  in  total  hospital  inpatient  costs  and  total  expenditures 
under  title  XVIII  of  the  Social  Security  Act.  The  Secretary  shall 
submit  the  report  prior  to  March  31,  1985. 

(b)  During  the  period  prior  to  March  31,  1985,  and  notwithstand- 
ing section  2101(c)  of  the  Omnibus  Budget  Reconciliation  Act  of  1981 


Study  and 
report. 

42  use  1395UU 
note. 

42  use  1395UU. 

97  Stat.  152. 
42  use  1395WW. 
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(Public  Law  97-35),  the  Secretary  shall  not  implement  section  1884 
of  the  Social  Security  Act. 


MISCELLANEOUS  TECHNICAL  CORRECTIONS  RELATING  TO  MEDICARE 

42  use  I320a-i.  Sec.  2354.  (a)(1)  Section  1122(b)  of  the  Social  Security  Act  is 
amended — 

(A)  by  striking  out  the  period  at  the  end  of  paragraph  (1)  and 
inserting  in  lieu  thereof  a  comma,  and 

(B)  by  striking  out  "(or  the  Mental  Retardation  Facilities  and 
Community  Mental  Health  Centers  Construction  Act  of  1963)". 

(2)  Section  1122(i)(3)  of  such  Act  is  amended  by  striking  out 

"5703(b)"  and  inserting  in  lieu  thereof  "5703". 
42  use  (3)  Section  1128A(g)  of  such  Act  is  amended  by  striking  out 

I320a-7a.  "Professional  Standards  Review  Organization"  and  inserting  in  lieu 

thereof  "utilization  and  quality  control  peer  review  organization". 
42  use  i320a-8.       (4)  Section  1129(a)  of  such  Act  is  amended  by  striking  out  "Sate" 

and  inserting  in  lieu  thereof  "State". 
42  use  1301.  (5)  The  heading  of  title  XI  of  such  Act  is  amended  by  striking  out 

"PROFESSIONAL  STANDARDS  REVIEW"  and  inserting  in  lieu 

thereof  "PEER  REVIEW". 
42  use  I395f,         (b)(1)  The  last  sentence  of  sections  1814(a)  of  such  Act  and  the  last 
I395n.  sentence  of  section  1835(a)  of  such  Act  are  each  amended  by  striking 

out  "contractural"  and  inserting  in  lieu  thereof  "contractual". 
42  use  I395i,         (2)  Sections  1817(c)  and  1841(c)  of  such  Act  are  each  amended  by 
I395t.  striking  out  "under  the  Second  Liberty  Bond  Act,  as  amended"  and 

inserting  in  lieu  thereof  "under  chapter  31  of  title  31,  United  States 

Code". 

42  use  i395i-2.  (3)  Section  1818(c)(1)  of  such  Act  is  amended  by  striking  out  "Act" 
and  inserting  in  lieu  thereof  "section". 

(4)  Section  1818(d)(2)  of  such  Act  is  amended  by  striking  out  "if 
midway  between  multiples  of  $1"  and  inserting  in  lieu  thereof  ",  if  a 
multiple  of  50  cents  but  not  a  multiple  of  $1,". 

42  use  1395Z.  (5)  Section  1833(a)(2)  of  such  Act  is  amended  by  indenting  subpara- 

graphs (A)  and  (B)  two  additional  ems  so  as  to  align  their  left 
margins  with  the  left  margin  of  subparagraph  (C)  and  by  appropri- 
ately further  indenting  the  clauses  and  subclauses  of  such  subpara- 
graphs. 

42  use  1395k.  (6)  Section  1832(a)(2)(F)(ii)(II)  of  such  Act  is  amended  by  striking 
out  "Organization"  and  inserting  in  lieu  thereof  "organization". 

42  use  1395/.  (7)  Section  1833(a)(1)  of  such  Act  is  amended  by  striking  out  "and" 
at  the  end  thereof. 

42  use  I395n.         (8)  Section  1835(a)(2)  of  such  Act  is  amended— 

(A)  by  striking  out  "and"  at  the  end  of  subparagraphs  (B)  and 
(C),  and 

(B)  by  indenting  subparagraph  (D)  two  additional  ems  so  as  to 
align  its  left  margin  with  the  left  margin  of  subparagraph  (C). 

(9)  Section  1835(e)  of  such  Act  is  amended — 

(A)  by  inserting  "(i)"  in  paragraph  (2)  after  "written  assur- 
ances that", 

(B)  by  striking  out  "(B)"  in  paragraph  (2)  and  inserting  in  lieu 
thereof  "(ii)", 

(C)  by  striking  out  "return  for"  in  paragraph  (2)  and  inserting 
in  lieu  thereof  "return  of,  and 

(D)  by  striking  out  "(1)  such  hospital"  and  "(2)  the  Secretary" 
and  inserting  in  lieu  thereof  "(A)  such  hospital"  and  "(B)  the 
Secretary",  respectively. 
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(10)  Section  1837(g)(1)  of  such  Act  is  amended  by  striking  out 
''section  226(aX2)(B)"  and  "section  1839(e)"  and  inserting  in  lieu 
thereof  "section  2260))"  and  "section  1839(d)",  respectively. 

(11)  Sections  1840(d)(1),  1840(d)(2),  and  1841(h)  of  such  Act  are  each 
amended  by  striking  out  "Civil  Service  Commission"  and  inserting 
in  lieu  thereof  "Director  of  the  Office  of  Personnel  Management" 
each  place  it  appears. 

(12)  Section  1841(h)  of  such  Act  is  amended  by  striking  out  "it" 
and  inserting  in  lieu  thereof  "the  Director". 

(13)  Section  1842(b)(3XBXiiXII)  of  such  Act  is  amended  by  striking 
out  the  period  following  "title". 

(14)  The  seventh  sentence  of  section  1842(bX3)  of  such  Act  is 
amended  by  striking  out  "(i)"  and  "(ii)"  and  inserting  in  lieu  thereof 
"(I)"  and  "(II)",  respectively. 

(15)  Section  1843(dX3)(B)  of  such  Act  is  amended  by  striking  out 
"1937"  and  inserting  in  lieu  thereof  "1974". 

(16)  Section  1844(a)(l)(B)(ii)  of  such  Act  is  amended  by  striking  out 
the  period  and  inserting  in  lieu  thereof  ";  plus". 

(17)  Sections  1864(c)  and  1875(b)  of  such  Act  are  each  amended  by 
striking  out  "the"  after  "Joint  Commission  on". 

(18)  Section  1861(jX2)  of  such  Act  is  amended  by  striking  out 
"provision  of  and  inserting  in  lieu  thereof  "provision  for". 

(19)  Section  1861QX13)  of  such  Act  is  amended  by  striking  out  "a 
nursing  home"  and  inserting  in  lieu  thereof  "an  institution". 

(20)  Section  1861(u)  of  such  Act  is  amended  by  striking  out  "or" 
before  "home  health  agency". 

(21)  Section  1861(vXl)  of  such  Act  is  amended— 

(A)  by  redesignating  the  clause  (B)  in  subparagraph  (A)  as 
subparagraph  (B)  and  by  indenting  the  first  line  of  such  sub- 
paragraph 2  spaces; 

(B)  by  aligning  subparagraphs  (C)  and  (D)  flush  with  the  left 
margin  (but  with  appropriate  indentation  in  the  case  of  the 
clauses  and  subclauses  of  subparagraph  (C));  and 

(C)  by  inserting  a  comma  after  "section  1832(aX2XBXi)"  in 
subparagraph  (D). 

(22)  Section  1861(v)(lXCXi)  of  such  Act  is  amended  by  inserting  a 
dash  after  "but  only  if. 

(23)  Section  1861(vXlXEXii)  of  such  Act  is  amended  by  striking  out 
"uses"  and  inserting  in  lieu  thereof  "use". 

(24)  Section  1861(vXlXI)  of  such  Act  is  amended  by  striking  out  "to 
the  Secretary,  or  upon  request  to  the  Comptroller  General"  in 
clauses  (i)  and  (ii)  and  inserting  in  lieu  thereof  "by  the  Secretary,  or 
upon  request  by  the  Comptroller  General". 

(25)  Section  1861(vX3)  of  such  Act  is  amended  by  striking  out 
"semiprivate"  and  inserting  in  lieu  thereof  "semi-private". 

(26)  Section  1861(zX2)  of  such  Act  is  amended  by  striking  out 
"subparagraph  (1)"  and  inserting  in  lieu  thereof  "paragraph  (1)". 

(27)  Section  1861(aaX2XI)  of  such  Act  is  amended  bv  striking  out 
"ultilization"  and  inserting  in  lieu  thereof  "utilization 

(28)  Section  1861(ccXlXF)  of  such  Act  is  amended  by  striking  out 
"self  administered"  and  inserting  in  lieu  thereof  "self-adminis- 
tered". 

(29)  Section  1861(ccX2XF)  of  such  Act  is  amended  by  striking  out 
"standard  establishment"  and  inserting  in  lieu  thereof  "standards 
established". 

(30)  Section  1862(aX12)  of  such  Act  is  amended  by  striking  out  the 
second  comma  after  "dental  procedure". 


42  use  1395p. 


42  use  1395s, 
1395t. 


42  use  1395u. 

42  use  1395v. 

42  use  1395w. 

42  use  1395aa, 
1395/Z. 

42  use  1395x. 
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42  use  1395y. 
42  use  1395z. 
42  use  1395CC. 

42  use  1395ff. 
42  use  1395ii. 
42  use  1395mm. 

42  use  139500. 

42  use  1395rr. 
42  use  1395WW. 


42  use  1395f. 

42  use  1395x 
note. 

42  use  1316. 

42  use  1395mm 
note. 

42  use  1395mm 
note. 


42  use  1320c 
note. 

26  use  162. 


42  use  1320a-l 
note. 


(31)  Section  1862(b)(3)(A)(iii)  of  such  Act  is  amended  by  inserting 
"before  the  month"  after  ''ending  with  the  month". 

(32)  Section  1863  of  such  Act  is  amended  by  striking  out  "(j)(ll)" 
and  inserting  in  Heu  thereof  "(j)(15)". 

(33)  Section  1866(a)(1)(E)  of  such  Act  is  amended  by  adding  at  the 
end  a  comma. 

(34)  Section  1866(b)  of  such  Act  is  amended  by  moving  the  align- 
ment of  paragraph  (3)  two  ems  to  the  left  so  as  to  align  its  left 
margin  with  the  left  margin  of  paragraph  (4). 

(35)  Section  1869(b)(1)(B)  of  such  Act  is  amended  by  striking  out 
or  section  1818,  or  section  1819"  and  inserting  in  lieu  thereof  "or 
section  1818". 

(36)  Section  1872  of  such  Act  is  amended — 

(A)  by  striking  out  the  comma  after  "206",  and 

(B)  by  striking  out  "(D,". 

(37)  Section  1876(b)(2)(D)  of  such  Act  is  amended  by  striking  out 
"paragraph  (1)"  and  inserting  in  lieu  thereof  "subparagraph  (A)". 

(38)  Section  1876(c)(4)(A)(i)  of  such  Act  is  amended  by  striking  out 
"promptly  as  appropriate"  and  inserting  in  lieu  thereof  "with  rea- 
sonable promptness". 

(39)  Section  1878(c)  of  such  Act  is  amended  by  striking  out  "inad- 
missable"  and  inserting  in  lieu  thereof  "inadmissible". 

(40)  Section  1878(e)  of  such  Act  is  amended  by  striking  out  ",  (e), 
and  (D"  and  inserting  in  lieu  thereof  "and  (e)". 

(41)  Section  1881  of  such  Act  is  amended  by  striking  out  "end- 
stage"  and  inserting  in  lieu  thereof  "end  stage"  each  place  it 
appears. 

(42)  Section  1886(a)(2)(B)  of  such  Act  is  amended  by  striking  out 
"disportionate"  and  inserting  in  lieu  thereof  "disproportionate". 

(43)  Section  1886(b)(3)(A)(ii)  of  such  Act  is  amended  by  inserting 
"of  after  "in  the  case". 

(44)  Section  1886(d)(3)(D)(i)(I)  of  such  Act  is  amended  by  striking 
out  "(C),"  and  inserting  in  lieu  thereof  "(C))". 

(c)  (1)(A)  Section  903(a)(4)  of  Public  Law  96-499  is  amended  by 
striking  out  "new  paragraph". 

(B)  Section  937(c)  of  Public  Law  96-499  is  amended  by  striking  out 
"on  on"  and  inserting  in  lieu  thereof  "on  or". 

(2)  Section  2353(h)(1)  of  Public  Law  97-35  is  amended  by  striking 
out  the  comma  after  "XIX". 

(3)  (A)  Section  114(c)(2)(C)(ii)  of  Public  Law  97-248  is  amended  by 
inserting  "and  enrolled  under  part  B"  after  "part  A". 

(B)  Section  114(c)(3)(E)  of  Public  Law  97-248  is  amended— 

(i)  by  striking  out  "section  1833(a)(1)  of  the  Social  Security  Act 
or",  and 

(ii)  by  adding  before  the  period  at  the  end  the  following:  ",  or 
reimbursement  on  a  reasonable  cost  basis  under  section 
1833(a)(1)(A)  of  such  Act". 

(C)  Section  149  of  Public  Law  97-248  is  amended  by  striking  out 
"part"  and  inserting  in  lieu  thereof  "subtitle". 

(d)  Section  162(i)(2)  of  the  Internal  Revenue  Code  of  1954  is 
amended  by  striking  out  "213(e)"  and  inserting  in  lieu  thereof 
"218(d)". 

(e)  (1)  Except  as  provided  in  paragraph  (2),  the  amendments  made 
by  this  section  shall  be  effective  on  the  date  of  the  enactment  of  this 
Act;  but  none  of  such  amendments  shall  be  construed  as  changing  or 
affecting  any  right,  liability,  status,  or  interpretation  which  existed 
(under  the  provisions  of  law  involved)  before  that  date. 
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(2)  The  amendments  made  by  paragraphs  (1),  (2),  and  (3)  of  subsec- 
tion (c)  shall  be  effective  as  if  they  had  been  originally  included  in 
Public  Laws  96-499,  97-35,  and  97-248,  respectively. 

WAIVERS  FOR  SOCIAL  HEALTH  MAINTENANCE  ORGANIZATIONS 


94  Stat.  2599; 

95  Stat.  357. 
26  use  1  note. 


Sec.  2355.  (a)  In  the  case  of  a  project  described  in  subsection  (b), 
the  Secretary  of  Health  and  Human  Services  shall  approve,  with 
appropriate  terms  and  conditions  as  defined  by  the  Secretary,  appli- 
cations or  protocols  submitted  for  waivers  described  in  subsection 
(c),  and  the  evaluation  of  such  protocols,  in  order  to  carry  out  such 
project.  Such  approval  shall  be  effected  not  later  than  30  days  after 
the  date  on  which  the  application  or  protocol  for  a  waiver  is 
submitted  or  not  later  than  30  days  after  the  date  of  the  enactment 
of  this  Act  in  the  case  of  an  application  or  protocol  submitted  before 
the  date  of  the  enactment  of  this  Act. 

(h)  A  project  referred  to  in  subsection  (a)  is  a  project — 

(1)  to  demonstrate  the  concept  of  a  social  health  maintenance 
organization  with  the  organizations  as  described  in  Project  No. 
18-P-9  7604/1—04  of  the  University  Health  Policy  Consortium 
of  Brandeis  University; 

(2)  which  provides  for  the  integration  of  health  and  social 
services  under  the  direct  financial  management  of  a  provider  of 
services; 

(3)  under  which  all  medicare  services  will  be  provided  by  or 
under  arrangements  made  by  the  organization  at  a  fixed  annual 
prepaid  capitation  rate  for  medicare  of  100  percent  of  the 
adjusted  average  per  capita  cost; 

(4)  under  which  medicaid  services  will  be  provided  at  a  rate 
approved  by  the  Secretary; 

(5)  under  which  all  payors  will  share  risk  for  no  more  than 
two  years,  with  the  organization  being  at  full  risk  in  the  third 
year; 

(6)  which  is  being  provided  funds  under  a  grant  provided  by 
the  Secretary  of  Health  and  Human  Services;  and 

(7)  with  respect  to  which  substantial  private  funds  are  being 
provided  other  than  under  the  grant  referred  to  in  paragraph 
(5). 

(c)  The  waivers  referred  to  in  subsection  (a)  are  appropriate 
waivers  of — 

(1)  certain  requirements  of  title  XVIII  of  the  Social  Security 

Act,  pursuant  to  section  402(a)  of  the  Social  Security  Amend-  42  USC  1395. 
ments  of  1967  (as  amended  by  section  222  of  the  Social  Security 
Amendments  of  1972);  and 

(2)  certain  requirements  of  title  XIX  of  the  Social  Security 
Act,  pursuant  to  section  1115  of  such  Act. 

(d)  (1)  The  Secretary  of  Health  and  Human  Services  shall  submit  a 
preliminary  report  to  the  Congress  on  the  status  of  the  projects  and 
waivers  referred  to  in  subsection  (a)  45  days  after  the  date  of  the 
enactment  of  this  Act. 

(2)  The  Secretary  shall  submit  a  final  report  to  the  Congress  on  Report, 
the  projects  referred  to  in  subsection  (a)  not  later  than  42  months 
after  the  date  of  the  enactment  of  this  Act. 


42  USC  1395b-l. 

42  USC  1396, 
1315. 
Report. 
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Subtitle  B — Medicaid  and  Maternal  and  Child 
Health  Amendments 

MEDICAID  COVERAGE  FOR  PREGNANT  WOMEN  AND  CHILDREN 

Sec.  2361.  (a)  Clause  (i)  of  section  1902(a)(10)(A)  of  the  Social 
42  use  1396a.      Security  Act  is  amended  to  read  as  follows: 

''(i)  all  individuals — 

"(I)  who  are  receiving  aid  or  assistance  under 
42  use  301,  any  plan  of  the  State  approved  under  title  I,  X, 

1201, 1351, 1381,  XIV,  or  XVI,  or  part  A  or  part  E  of  title  IV 

(including  individuals  eligible  under  this  title  by 
Post,  p.  1134.  reason  of  section  402(a)(37),  or  considered  by  the 

State  to  be  receiving  such  aid  as  authorized  under 
42  use  614.  section  414(g)), 

"(II)  with  respect  to  whom  supplemental  security 
income  benefits  are  being  paid  under  title  XVI,  or 
**(III)  who  are  qualified  pregnant  women  or  chil- 
dren as  defined  in  section  1905(n);". 
42  use  I396d.         (b)  Section  1905  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(n)  The  term  'qualified  pregnant  woman  or  child'  means — 
"(Da  pregnant  woman  who — 

"(A)  would  be  eligible  for  aid  to  families  with  dependent 
42  use  601.  children  under  part  A  of  title  IV  (or  would  be  eligible  for 

such  aid  if  coverage  under  the  State  plan  under  part  A  of 
title  IV  included  aid  to  families  with  dependent  children  of 
42  use  607.  unemployed  parents  pursuant  to  section  407)  if  her  child 

had  been  born  and  was  living  with  her  in  the  month  such 
aid  would  be  paid,  and  such  pregnancy  has  been  medically 
verified;  or 

"(B)  is  a  member  of  a  family  which  would  be  eligible  for 
aid  under  the  State  plan  under  part  A  of  title  IV  pursuant 
to  section  407  if  the  plan  required  the  payment  of  aid 
pursuant  to  such  section;  and 
"(2)  a  child  who  is  under  5  years  of  age,  who  was  born  after 
September  30,  1983,  and  who  meets  the  income  and  resources 
requirements  of  the  State  plan  under  part  A  of  title  IV.". 
42  use  606.  (c)  Section  406(g)  of  such  Act  is  amended  by  striking  out  "(1)"  after 

"(g)",  by  striking  out  paragraph  (2),  and  by  redesignating  subpara- 
graphs (A)  and  (B)  as  paragraphs  (1)  and  (2). 
Effective  date.         (d)(1)  Except  as  provided  in  paragraph  (2),  the  amendments  made 
42  use  1396a       by  this  section  shall  apply  to  calendar  quarters  beginning  on  or  after 
"°  '  October  1,  1984,  without  regard  to  whether  or  not  final  regulations 

to  carry  out  such  amendments  have  been  promulgated  by  such  date. 
(2)  In  the  case  of  a  State  plan  for  medical  assistance  under  title 
42  use  1396.  XIX  of  the  Social  Security  Act  which  the  Secretary  of  Health  and 
Human  Services  determines  requires  State  legislation  in  order  for 
the  plan  to  meet  the  additional  requirements  imposed  by  the  amend- 
ments made  by  this  section,  the  State  plan  shall  not  be  regarded  as 
failing  to  comply  with  the  requirements  of  such  title  solely  on  the 
basis  of  its  failure  to  meet  these  additional  requirements  before  the 
first  day  of  the  first  calendar  quarter  beginning  after  the  close  of  the 
first  regular  session  of  the  State  legislature  that  begins  after  the 
date  of  the  enactment  of  this  Act. 
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CLARIFICATION  OF  MEDICAID  ENTITLEMENT  FOR  CERTAIN  NEWBORNS 

Sec.  2362.  (a)  Section  1902(e)  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  the  following  new  paragraph: 

"(4)  A  child  born  to  a  woman  eligible  for  and  receiving  medical 
assistance  under  a  State  plan  on  the  date  of  the  child's  birth  shall  be 
deemed  to  have  applied  for  medical  assistance  and  to  have  been 
found  eligible  for  such  assistance  under  such  plan  on  the  date  of 
such  birth  and  to  remain  eligible  for  such  assistance  for  a  period  of 
one  year  so  long  as  the  child  is  a  member  of  the  woman's  household 
and  the  woman  remains  eligible  for  such  assistance.". 

O5)  The  amendment  made  by  subsection  (a)  shall  apply  to  children 
born  on  or  after  October  1, 1984. 

RECERTIFICATION  OF  SNF  AND  ICF  PATIENTS 

Sec.  2363.  (aXD  Section  1902(a)  of  the  Social  Security  Act,  as  42  use  I396a. 
amended  by  section  2303(g)  of  this  title,  is  amended—  Ante,  p.  1064. 

(A)  in  paragraph  (30) — 

(i)  by  inserting  "(A)"  after  "(30)",  and 

(ii)  by  adding  at  the  end  the  following  new  subparagraph: 
"(B)  provide,  under  the  program  described  in  subparagraph 

(A),  that— 

**(i)  each  admission  to  a  hospital,  skilled  nursing  facility, 
intermediate  care  facility,  or  hospital  for  mental  diseases  is 
reviewed  or  screened  in  accordance  with  criteria  estab- 
lished by  medical  and  other  professional  personnel  who  are 
not  themselves  directly  responsible  for  the  care  of  the 
patient  involved,  and  who  do  not  have  a  significant  finan- 
cial interest  in  any  such  institution  and  are  not,  except  in 
the  case  of  a  hospital,  employed  by  the  institution  providing 
the  care  involved,  and 

"(ii)  the  information  developed  from  such  review  or 
screening,  along  with  the  data  obtained  from  prior  reviews 
of  the  necessity  for  admission  and  continued  stay  of  pa- 
tients by  such  professional  personnel,  shall  be  used  as  the 
basis  for  establishing  the  size  and  composition  of  the  sample 
of  admissions  to  be  subject  to  review  and  evaluatior*.  by  such 
personnel,  and  any  such  sample  may  be  of  any  size  up  to 
100  percent  of  all  admissions  and  must  be  of  sufficient  size 
to  serve  the  purpose  of  (I)  identifying  the  patterns  of  care 
being  provided  and  the  changes  occurring  over  time  in  such 
patterns  so  that  the  need  for  modification  may  be  ascer- 
tained, and  (II)  subjecting  admissions  to  early  or  more 
extensive  review  where  information  indicates  that  such 
consideration  is  warranted  to  a  hospital,  skilled  nursing 
facility,  intermediate  care  facility,  or  hospital  for  mental 
diseases;";  and 

(B)  by  striking  out  "and"  at  the  end  of  paragraph  (42),  by 
striking  out  the  period  at  the  end  of  paragraph  (43)  and  insert- 
ing in  lieu  thereof  ";  and",  and  by  inserting  after  paragraph  (43) 
the  following  new  paragraph: 

"(44)  in  each  case  for  which  payment  for  inpatient  hospital 
services,  skilled  nursing  facility  services,  intermediate  care  fa 
cility  services,  or  inpatient  mental  hospital  services  is  made 
under  the  State  plan — 


42  use  1396a. 


42  use  1396a 
note. 
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"(A)  a  physician  certifies  at  the  time  of  admission,  or,  if 
later,  the  time  the  individual  applies  for  medical  assistance 
under  the  State  plan  (and  the  physician,  or  a  physician 
assistant  or  nurse  practitioner  under  the  supervision  of  a 
physician,  recertifies,  where  such  services  are  furnished 
over  a  period  of  time,  in  such  cases,  at  least  as  often  as 
42  use  1396b.  required  under  section  1903(g)(6)  (or,  in  the  case  of  services 

that  are  intermediate  care  facility  services  provided  in  an 
institution  for  the  mentally  retarded,  every  year),  and  ac- 
companied by  such  supporting  material,  appropriate  to  the 
case  involved,  as  may  be  provided  in  regulations  of  the 
Secretary),  that  such  services  are  or  were  required  to  be 
given  on  an  inpatient  basis  because  the  individual  needs  or 
needed  such  services,  and 

"(B)  such  services  were  furnished  under  a  plan  estab- 
lished and  periodically  reviewed  and  evaluated  by  a 
physician.". 

42  use  1396b.         (2)  Section  1903(g)(1)  of  such  Act  is  amended— 

(A)  in  the  matter  preceding  subparagraph  (A),  by  striking  out 
"care  as  an  inpatient"  and  all  that  follows  through  "hospital  for 
mental  diseases  on"  and  inserting  in  lieu  thereof  "inpatient 
hospital  services  or  intermediate  care  facility  services  for  60 
days,  skilled  nursing  facility  services  for  30  days,  or  inpatient 
mental  hospital  services  for", 

(B)  in  the  matter  before  subparagraph  (A),  by  striking  out 
"which  for  purposes  of  this  section  means  the  four  calendar 
quarters  ending  with  June  30,"  and  by  striking  out  "in  the  same 
fiscal  year",  and 

(C)  by  striking  out  "(including  tuberculosis  hospitals)"  and  all 
that  follows  through  the  end  of  subparagraph  (D)  and  inserting 
in  lieu  thereof  ",  skilled  nursing  facility  services,  or  intermedi- 
ate care  facility  services  furnished  beyond  60  days  (or  inpatient 
mental  hospital  services  furnished  beyond  90  days),  such  State 
has  an  effective  program  of  medical  review  of  the  care  of 
patients  in  mental  hospitals,  skilled  nursing  facilities,  and  inter- 
mediate care  facilities  pursuant  to  paragraphs  (26)  and  (31)  of 

Post,  p.  1109.  section  1902(a)  whereby  the  professional  management  of  each 

case  is  reviewed  and  evaluated  at  least  annually  by  independent 
professional  review  teams.". 
(4)  Section  1903(g)  of  such  Act  is  further  amended  by  striking  out 
paragraph  (6)  and  inserting  in  lieu  thereof  the  following: 
Ante,  pp.  1066,         "(6)(A)  Recertifications  required  under  section  1902(a)(44)  shall  be 
conducted  at  least  every  60  days  in  the  case  of  inpatient  hospital 
services. 

"(B)  Such  recertifications  in  the  case  of  skilled  nursing  facility 

services  shall  be  conducted  at  least — 

"(i)  30  days  after  the  date  of  the  initial  certification, 
"(ii)  60  days  after  the  date  of  the  initial  certification, 
"(iii)  90  days  after  the  date  of  the  initial  certification,  and 
"(iv)  every  60  days  thereafter. 
"(C)  Such  recertifications  in  the  case  of  intermediate  care  facility 

services  shall  be  conducted  at  least — 

"(i)  60  days  after  the  date  of  the  initial  certification, 

"(ii)  180  days  after  the  date  of  the  initial  certification, 

"(iii)  12  months  after  the  date  of  the  initial  certification, 

"(iv)  18  months  after  the  date  of  the  initial  certification, 

"(v)  24  months  after  the  date  of  the  initial  certification,  and 
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"(vi)  every  12  months  thereafter. 
"(D)  For  purposes  of  determining  compliance  with  the  schedule 
established  by  this  paragraph,  a  recertification  shall  be  considered 
to  have  been  done  on  a  timely  basis  if  it  was  performed  not  later 
than  10  days  after  the  date  the  recertification  was  otherwise  re- 
quired and  the  State  establishes  good  cause  why  the  physician  or 
other  person  making  such  recertification  did  not  meet  such 
schedule.". 

(h)  Section  1903  of  such  Act  is  further  amended  by  adding  at  the  42  USC  1396b. 
end  the  following  new  paragraph: 

"(7)  It  is  the  duty  and  responsibility  of  the  Secretary  to  assure  that 
standards  which  govern  the  provision  of  care  in  skilled  nursing 
facilities  and  intermediate  care  facilities  under  plans  approved 
under  this  title,  and  the  enforcement  of  such  standards,  are  ade- 
quate to  protect  the  health  and  safety  of  residents  and  to  promote 
the  effective  and  efficient  use  of  public  moneys.". 

(c)  The  amendments  made  by  subsection  (a)  apply  to  calendar  Effective  date, 
quarters  beginning  on  or  after  the  date  of  the  enactment  of  this  Act,  ^2  USC  1396b 
except  that,  in  the  case  of  individuals  admitted  to  skilled  nursing 
facilities  before  such  date,  the  amendments  made  by  such  subsection 
shall  not  require  recertifications  sooner  or  more  frequently  than 
were  required  under  the  law  in  effect  before  such  date. 

WAIVER  OF  CERTAIN  MEMBERSHIP  REQUIREMENTS  FOR  CERTAIN 
HEALTH  MAINTENANCE  ORGANIZATIONS 

Sec.  2364.  Section  1903(m)(2)  of  the  Social  Security  Act  is  42USCi396b. 
amended — 

(1)  by  inserting  "except  as  provided  under  subparagraph  (F)," 
in  subparagraph  (A)(vi)  after  "(I)",  and 

(2)  by  adding  at  the  end  the  following  new  subparagraphs: 
"(E)  In  the  case  of  a  health  maintenance  organization  that — 

"(i)  is  a  nonprofit  organization  with  at  least  25,000  members, 

"(ii)  is  and  has  been  a  qualified  health  maintenance  organiza- 
tion (as  defined  in  section  1310(d)  of  the  Public  Health  Service 
Act)  for  a  period  of  at  least  four  years,  42  USC  300e-9. 

"(iii)  provides  basic  health  services  through  members  of  the 
staff  of  the  organization, 

"(iv)  is  located  in  an  area  designated  as  medically  under- 
served  under  section  1302(7)  of  the  Public  Health  Service  Act,  42  USC  300e-i. 
and 

"(v)  previously  received  a  waiver  of  the  requirement  described 
in  subparagraph  (A)(ii)  under  section  1115,  42  USC  1315. 

the  Secretary  may  modify  or  waive  the  requirement  described  in 
subparagraph  (A)(ii)  but  only  if  the  Secretary  determines  that  spe- 
cial circumstances  warrant  such  modification  or  waiver  and  that  the 
organization  has  taken  and  is  taking  reasonable  efforts  to  enroll 
individuals  who  are  not  entitled  to  benefits  under  the  State  plan 
approved  under  this  title  or  under  title  XVIII.  42  USC  1395. 

"(F)(i)  In  the  case  of  a  contract  with  a  health  maintenance  organi- 
zation described  in  clause  (ii),  a  State  plan  may  restrict  the  period  in 
which  requests  for  termination  of  enrollment  without  cause  under 
subparagraph  (A)(vi)(I)  are  permitted  to  the  first  month  of  each 
period  of  enrollment,  each  such  period  of  enrollment  not  to  exceed 
six  months  in  duration,  but  only  if  the  State  provides  notification,  at 
least  twice  per  year,  to  individuals  enrolled  with  such  organization 
of  the  right  to  terminate  such  enrollment  and  the  restriction  on  the 
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exercise  of  this  right.  Such  restriction  shall  not  apply  to  requests  for 
termination  of  enrollment  for  cause. 

"(ii)  A  health  maintenance  organization  referred  to  in  clause  (i)  is 
an  organization  which — 

"(I)  is  a  qualified  health  maintenance  organization  (as  defined 
42  use  300e-9.  in  section  1310(d)  of  the  Public  Health  Service  Act)  or  a  health 

maintenance  organization  which  is  receiving  (and  has  received 
during  the  previous  two  years)  a  grant  of  at  least  $100,000  under 
42  use  254b,  section  329(d)(1)(A)  or  330(d)(1)  of  the  Public  Health  Service  Act 

254c.  or  is  receiving  (and  has  received  during  the  previous  two  years) 

at  least  $100,000  (by  grant,  subgrant,  or  subcontract)  under  the 
40  use  app.  1.  Appalachian  Regional  Development  Act  of  1965,  and 

"(II)  meets  the  requirement  of  subparagraph  (A)(ii).". 

INCREASE  IN  MEDICAID  CEILING  AMOUNT  FOR  PUERTO  RICO,  THE 
VIRGIN  ISLANDS,  GUAM,  THE  NORTHERN  MARIANA  ISLANDS,  AND 
AMERICAN  SAMOA 

42  use  1308.  Sec.  2365.  (a)  Section  1108(c)  of  the  Social  Security  Act  is  amended 

to  read  as  follows: 

42  use  1396.  "(c)  The  total  amount  certified  by  the  Secretary  under  title  XIX 

with  respect  to  a  fiscal  year  for  payment  to — 

"(1)  Puerto  Rico  shall  not  exceed  $63,400,000; 
"(2)  the  Virgin  Islands  shall  not  exceed  $2,100,000; 
"(3)  Guam  shall  not  exceed  $2,000,000; 

"(4)  the  Northern  Mariana  Islands  shall  not  exceed  $550,000; 
and 

"(5)  American  Samoa  shall  not  exceed  $1,150,000.". 
42  use  1308  (b)  The  amendment  made  by  subsection  (a)  shall  be  effective  for 

note.  fiscal  years  beginning  on  or  after  October  1,  1983. 

PAYMENT  FOR  PSYCHIATRIC  HOSPITAL  SERVICES 

42  use  1396a  Sec.  2366.  The  provisions  of  section  1902(a)(13)  of  the  Social 

^0^^  Security  Act,  in  so  far  as  they  require  a  reduction  of  the  amount  of 

payment  otherwise  to  be  made  to  a  public  psychiatric  hospital  due  to 
the  level  of  care  received  in  such  hospital,  shall  not  apply  to 
payments  to  hospitals  before  July  1,  1985,  and  such  a  reduction 
made  for  payments  during  the  12-month  period  ending  June  30, 
1986,  and  during  the  12-month  period  ending  June  30,  1987,  shall  be 
one-third  and  two-thirds,  respectively,  of  the  amount  of  the  reduc- 
tion which  would  have  been  made  without  regard  to  this  section. 

MANDATORY  ASSIGNMENT  OF  RIGHTS  OF  PAYMENT  BY  MEDICAID 

RECIPIENTS 


42  use  1396a.  Sec.  2367.  (a)  Section  1902(a)  of  the  Social  Security  Act  (as 
im  amended  by  sections  2303  and  2363  of  this  title)  is  amended— 

(1)  by  striking  out  "and"  at  the  end  of  paragraph  (43); 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (44)  and 
inserting  in  lieu  thereof  ";  and";  and 

(3)  by  inserting  after  paragraph  (44)  the  following  new 
paragraph: 

"(45)  provide  for  mandatory  assignment  of  rights  of  payment 
for  medical  support  and  other  medical  care  owed  to  recipients, 
42  use  1396k.  in  accordance  with  section  1912.". 


PUBLIC  LAW  98-369— JULY  18,  1984 


98  STAT.  1109 


(b)  Section  1912(a)  of  such  Act  is  amended  by  striking  out  "State  42  USC  I396k. 
plan  for  medical  assistance  may"  and  inserting  in  lieu  thereof 

"State  plan  for  medical  assistance  shall". 

(c)  (1)  Except  as  provided  in  paragraph  (2),  the  amendments  made  Effective  date, 
by  this  section  shall  become  effective  on  October  1,  1984.  42  USC  1396a 

(2)  In  the  case  of  a  State  plan  for  medical  assistance  under  title 
XIX  of  the  Social  Security  Act  which  the  Secretary  of  Health  and  42  USC  1396. 
Human  Services  determines  requires  State  legislation  in  order  for 
the  plan  to  meet  the  additional  requirement  imposed  by  the  amend- 
ments made  by  this  section,  the  State  plan  shall  not  be  regarded  as 
failing  to  comply  with  the  requirements  of  such  title  solely  on  the 
basis  of  its  failure  to  meet  this  additional  requirement  before  the 
first  day  of  the  first  calendar  quarter  beginning  after  the  close  of  the 
first  regular  session  of  the  State  legislature  that  begins  after  the 
date  of  the  enactment  of  this  Act. 

REQUIREMENTS  FOR  MEDICAL  REVIEW  AND  INDEPENDENT 
PROFESSIONAL  REVIEW  UNDER  MEDICAID 

Sec.  2368.  (a)  Section  1902(a)(31)  of  the  Social  Security  Act  is  42  use  I396a. 
amended  to  read  as  follows: 

"(31)  with  respect  to  skilled  nursing  facility  services  (and  with 
respect  to  intermediate  care  facility  services,  where  the  State 
plan  includes  medical  assistance  for  such  services)  provide — 
"(A)  with  respect  to  each  patient  receiving  such  services, 
for  a  written  plan  of  care,  prior  to  admission  to  or  authori- 
zation of  benefits  in  such  facility,  in  accordance  with  regu- 
lations of  the  Secretary,  and  for  a  regular  program  of 
independent  professional  review  (including  medical  evalua- 
tion) which  shall  periodically  review  his  need  for  such 
services; 

"(B)  with  respect  to  each  skilled  nursing  or  intermediate 
care  facility  within  the  State,  for  periodic  onsite  inspections 
of  the  care  being  provided  to  each  person  receiving  medical 
assistance,  by  one  or  more  independent  professional  review 
teams  (composed  of  a  physician  or  registered  nurse  and 
other  appropriate  health  and  social  service  personnel), 
including  with  respect  to  each  such  person  (i)  the  adequacy 
of  the  services  available  to  meet  his  current  health  needs 
and  promote  his  maximum  physical  well-being,  (ii)  the 
necessity  and  desirability  of  his  continued  placement  in  the 
facility,  and  (iii)  the  feasibility  of  meeting  his  health  care 
needs  through  alternative  institutional  or  noninstitutional 
services;  and 

"(C)  for  full  reports  to  the  State  agency  by  each  independ- 
ent professional  review  team  of  the  findings  of  each  inspec- 
tion under  subparagraph  (B),  together  with  any  recommen- 
dations;". 

(b)  Section  1902(a)(26)  of  such  Act  is  amended  to  read  as  follows: 
"(26)  if  the  State  plan  includes  medical  assistance  for  inpa- 
tient mental  hospital  services,  provide — 

"(A)  with  respect  to  each  patient  receiving  such  services, 
for  a  regular  program  of  medical  review  (including  medical 
evaluation)  of  his  need  for  such  services,  and  for  a  written 
plan  of  care; 

"(B)  for  periodic  inspections  to  be  made  in  all  mental 
institutions  within  the  State  by  one  or  more  medical  review 
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teams  (composed  of  physicians  and  other  appropriate 
health  and  social  service  personnel)  of  the  care  being  pro- 
vided to  each  person  receiving  medical  assistance,  including 
(i)  the  adequacy  of  the  services  available  to  meet  his  current 
health  needs  and  promote  his  maximum  physical  well- 
being,  (ii)  the  necessity  and  desirability  of  his  continued 
placement  in  the  institution,  and  (iii)  the  feasibility  of 
meeting  his  health  care  needs  through  alternative  institu- 
tional or  noninstitutional  services;  and 
"(C)  for  full  reports  to  the  State  agency  by  each  medical 
review  team  of  the  findings  of  each  inspection  under  subpara- 
graph (B),  together  with  any  recommendations;", 
(c)  The  amendments  made  by  this  section  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 

FLEXIBIUTY  IN  SETTING  PAYMENT  RATES  FOR  HOSPITALS  FURNISHING 
LONG-TERM  CARE  SERVICES  UNDER  MEDICAID 

Sec.  2369.  (aXD  Section  1913(b)(1)  of  the  Social  Security  Act  is 
amended  by  striking  out  ''Payment"  and  inserting  in  lieu  thereof 
"Except  as  provided  in  paragraph  (3),  payment". 

(2)  Section  1913(b)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(3)  Payment  to  all  such  hospitals,  for  any  skilled  nursing  or 
intermediate  care  facility  services  furnished  pursuant  to  subsection 
(a),  may  be  made  at  a  payment  rate  established  by  the  State  in 
accordance  with  the  requirements  of  section  1902(a)(13)(A).". 

(b)  The  amendments  made  by  this  section  shall  apply  to  payments 
for  services  furnished  after  the  date  of  the  enactment  of  this  Act. 

AUTHORITY  OF  THE  SECRETARY  TO  ISSUE  AND  ENFORCE  SUBPOENAS 
UNDER  MEDICAID 

Sec.  2370.  (a)  Title  XIX  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  section: 


42  use  1396q. 
42  use  405. 

Effective  date. 
42  use  1396q 
note. 
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APPUCATION  OF  PROVISIONS  OF  TITLE  II  RELATING  TO  SUBPOENAS 

"Sec.  1918.  The  provisions  of  subsections  (d)  and  (e)  of  section  205 
of  this  Act  shall  apply  with  respect  to  this  title  to  the  same  extent  as 
they  are  applicable  with  respect  to  title  II.". 

(b)  The  amendment  made  by  this  section  shall  become  effective  on 
the  date  of  the  enactment  of  this  Act. 

MEDICAID  CUNIC  ADMINISTRATION 

Sec.  2371.  (a)  Section  1905(a)(9)  of  the  Social  Security  Act  is 
amended  to  read  as  follows: 

"(9)  clinic  services  furnished  by  or  under  the  direction  of  a 
physician,  without  regard  to  whether  the  clinic  itself  is  adminis- 
tered by  a  physician;", 
(b)  The  amendment  made  by  subsection  (a)  shall  apply  to  services 
furnished  on  or  after  the  date  of  the  enactment  of  this  Act. 

INCREASE  IN  AUTHORIZATION  FOR  MATERNAL  AND  CHILD  HEALTH 
BLOCK  GRANT 

Sec.  2372.  (a)  Section  501(a)  of  the  Social  Security  Act  is  amended 
by  striking  out  "$373,000,000  for  fiscal  year  1982  and  for  each  fiscal 
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year  thereafter"  and  inserting  in  lieu  thereof  "$478,000,000  for  fiscal 
year  1984  and  each  fiscal  year  thereafter". 

(b)  The  amendment  made  by  subsection  (a)  shall  be  effective  for  Effective  date, 
fiscal  years  beginning  on  or  after  October  1,  1983.  USC  701  note. 

MISCELLANEOUS  TECHNICAL  AMENDMENTS 

Sec.  2373.  (a)(1)  Section  503(a)  of  the  Social  Security  Act  is  42  USC  703. 
amended  by  striking  out  "section  203  of  the  Intergovernmental 
Cooperation  Act  of  1968  (42  U.S.C.  4213)"  and  inserting  in  lieu 
thereof  "section  6503(a)  of  title  31,  United  States  Code". 

(2)  Section  506(d)(3)  of  such  Act  is  amended  by  striking  out  "sec-  42  USC  706. 
tion  202  of  the  Intergovernmental  Cooperation  Act  of  1968  (42  U.S.C. 
4212)"  and  inserting  in  lieu  thereof  "section  6503(b)  of  title  31, 
United  States  Code". 

(b)(1)  Section  1902(a)(9)  of  such  Act  is  amended  by  indenting  42  USC  1396a. 
subparagraph  (C)  two  additional  ems  so  as  to  align  its  left  margin 
with  the  left  margin  of  subparagraph  (B). 

(2)  Section  1902(a)(10)  of  such  Act  is  amended  by  indenting  sub- 
paragraph (A)  (and  each  of  its  clauses  and  subclauses)  two  additional 
ems  so  as  to  align  its  left  margin  (before  clause  (i))  with  the  left 
margin  of  subparagraph  (B). 

(3)  Section  1902(a)(13)(A)  of  such  Act  is  amended  by  striking  out 
"(A)"  and  all  that  follows  through  "hospital"  the  first  place  it 
appears  and  inserting  in  lieu  thereof  "(A)  for  payment  (except  where 
the  State  agency  is  subject  to  an  order  under  section  1914)  of  the 
hospital". 

(4)  Section  1902(a)(20)(B)  of  such  Act  is  amended  by  striking  out 
"periodical"  and  inserting  in  lieu  thereof  "periodic". 

(5)  Section  1902(a)(20)(C)  of  such  Act  is  amended  by  striking  out 
",  section  603(a)(1)(A)  (i)  and  (ii),". 

(6)  Section  1902(a)(26)(B)(ii)  of  such  Act  is  amended  by  striking  out  Ante,  p.  1109. 
"homes"  and  inserting  in  lieu  thereof  "facilities". 

(7)  Section  1902(a)(33)(A)  of  such  Act  is  amended  by  striking  out 
"penultimate  sentence"  and  inserting  in  lieu  thereof  "second 
sentence". 

(8)  Section  1902(a)(42)(B)  of  such  Act  is  amended  by  striking  out 
"part"  and  inserting  in  lieu  thereof  "title". 

(9)  Section  1902(a)  of  such  Act  is  amended  by  striking  out  "For 
purposes  of  paragraphs  (9)(A)"  and  all  that  follows  through  "do  not 
include"  in  the  last  sentence  of  the  third  to  last  paragraph  and 
inserting  in  lieu  thereof  "The  provisions  of  paragraphs  (9)(A),  (31), 
and  (33)  and  of  section  1903(i)(4)  shall  not  apply  to". 

(10)  Section  1902(f)  of  such  Act  is  amended  by  striking  out  "clause 
(10)(A)"  and  "clause  (10)(C)"  and  inserting  in  lieu  thereof  "para- 
graph (10)(A)"  and  "paragraph  (10)(C)",  respectively,  each  place  each 
appears. 

(11)  Section  1903(g)(4)(B)  of  such  Act  is  amended—  42  USC  1396b. 

(A)  by  striking  out  "paragraph  (26)"  and  inserting  in  lieu 
thereof  "paragraphs  (26)",  and 

(B)  by  striking  out  "deligence"  and  inserting  in  lieu  thereof 
"diligence". 

(12)  Section  1903(m)(2)(B)(i)  of  such  Act  is  amended— 

(A)  by  striking  out  "(II)"  before  "for  the  period", 

(B)  by  striking  out  "of  such  section"  in  subclause  (II)  and 
inserting  in  lieu  thereof  "of  section  1905(a)",  and 
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(C)  by  striking  out  "peroid"  and  inserting  in  lieu  thereof 
"period". 

(13)  Section  1903(m)(2)  of  such  Act  is  amended  by  aUgning  sub- 
paragraph (C)  flush  with  the  left  margin. 

(14)  Section  1903(s)(3)(B)  of  such  Act  is  amended  by  striking  out 
"nonfederal"  and  inserting  in  lieu  thereof  "non-Federal". 

(15)  Section  1905(a)(4)  of  such  Act  is  amended  by  inserting  a 
semicolon  before  "(B)". 

(16)  Section  1905(a)(17)  of  such  Act  is  amended  by  striking  out 
"he"  and  inserting  in  lieu  thereof  "the  nurse-midwife"  each  place  it 
appears. 

(17)  The  last  sentence  of  section  1905(a)  of  such  Act  is  amended  by 
striking  out  "clauses  (vi)"  and  inserting  in  lieu  thereof  "clause  (vi)", 
and  by  striking  out  "well  being"  and  inserting  in  lieu  thereof  "well- 
being". 

(18)  The  second  sentence  of  section  1905(b)  of  such  Act  is  amended 
by  striking  out  ever)d:hing  that  follows  "the  provisions  of  and 
inserting  in  lieu  thereof  "section  1101(a)(8)(B).". 

(19)  Section  1905(dXl)  of  such  Act  is  amended  by  striking  out 
"which  meet"  and  inserting  in  lieu  thereof  "the  institution  meets". 

(20)  Section  1905(m)  of  such  Act  is  amended  by  striking  out  "he" 
each  place  it  appears  and  inserting  in  lieu  thereof  "the  nurse". 

(21)  Section  1915(cXl)  of  such  Act  is  amended  by  striking  out 
"under  this  part"  and  inserting  in  lieu  thereof  "under  this  title". 

(c)(1)  The  Secretary  of  Health  and  Human  Services  shall  not  take 
any  compliance,  disallowance,  penalty,  or  other  regulatory  action 
against  a  State  during  the  moratorium  period  described  in  para- 
graph (2)  by  reason  of  such  State's  plan  under  title  XIX  of  the  Social 
Security  Act  being  determined  to  be  in  violation  of  section 
1902(a)(10)(C)(i)(III)  of  such  Act  on  account  of  such  plan's  having  a 
standard  or  methodology  which  the  Secretary  interprets  as  being 
less  restrictive  than  the  standard  or  methodology  required  under 
such  section. 

(2)  The  moratorium  period  is  the  period  beginning  on  the  date  of 
the  enactment  of  this  Act  and  ending  18  months  after  the  date  on 
which  the  Secretary  submits  the  report  required  under  paragraph 
(3). 

(3)  The  Secretary  shall  report  to  the  Congress  within  12  months 
after  the  date  of  the  enactment  of  this  Act  with  respect  to  the 
appropriateness,  and  impact  on  States  and  recipients  of  medical 
assistance,  of  applying  standards  and  methodologies  utilized  in  cash 
assistance  programs  to  those  recipients  of  medical  assistance  who  do 
not  receive  cash  assistance,  and  any  recommendations  for  changes 
in  such  requirements. 

(4)  No  provision  of  law  shall  repeal  or  suspend  the  moratorium 
imposed  by  this  subsection  unless  such  provision  specifically  amends 
or  repeals  this  subsection. 


Subtitle  C — Recovery  of  Hill-Burton  Funds 


RECOVERY  OF  HILL-BURTON  FUNDS 
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**Sec.  609.  (a)  If  any  facility  with  respect  to  which  funds  have  been 
paid  under  section  606  shall,  at  any  time  within  20  years  after  the  42  USC  29lf. 
completion  of  construction  or  modernization — 

**(1)  be  sold  or  transferred  to  any  entity  (A)  which  is  not 
qualified  to  file  an  application  under  section  605,  or  (B)  which  is  42  USC  29le. 
not  approved  as  a  transferee  by  the  State  agency  designated 
pursuant  to  section  604,  or  its  successor,  or  42  USC  29 id. 

"(2)  cease  to  be  a  public  health  center  or  a  public  or  other 
nonprofit  hospital,  outpatient  facility,  facility  for  long-term 
care,  or  rehabilitation  facility, 
the  United  States  shall  be  entitled  to  recover,  whether  from  the 
transferor  or  the  transferee  (or,  in  the  case  of  a  facility  which  has 
ceased  to  be  public  or  nonprofit,  from  the  owners  thereof)  an  amount 
determined  under  subsection  (c). 

**(b)  The  transferor  of  a  facility  which  is  sold  or  transferred  as 
described  in  subsection  (a)(1),  or  the  owner  of  a  facility  the  use  of 
which  is  changed  as  described  in  subsection  (aX2),  shall  provide  the 
Secretary  written  notice  of  such  sale,  transfer,  or  change  not  later 
than  the  expiration  of  10  days  from  the  date  on  which  such  sale, 
transfer,  or  change  occurs. 

"(cXl)  Except  as  provided  in  paragraph  (2),  the  amount  the  United 
States  shall  be  entitled  to  recover  under  subsection  (a)  is  an  amount 
bearing  the  same  ratio  to  the  then  value  (as  determined  by  the 
agreement  of  the  parties  or  in  an  action  brought  in  the  district  court 
of  the  United  States  for  the  district  for  which  the  facility  involved  is 
situated)  of  so  much  of  the  facility  as  constituted  an  approved 
project  or  projects  as  the  amount  of  the  Federal  participation  bore  to 
the  cost  of  the  construction  or  modernization  of  such  project  or 
projects. 

"(2XA)  After  the  expiration  of — 

"(i)  180  days  after  the  date  of  the  sale,  transfer,  or  change  of 
use  for  which  a  notice  is  required  by  subsection  (b),  in  the  case 
of  a  facility  which  is  sold  or  transferred  or  the  use  of  which 
changes  after  the  date  of  the  enactment  of  this  subsection,  or 
"(ii)  thirty  days  after  the  date  of  the  enactment  of  this 
subsection  or  if  later  180  days  after  the  date  of  the  sale,  trans- 
fer, or  change  of  use  for  which  a  notice  is  required  by  subsection 
(b),  in  the  case  of  a  facility  which  was  sold  or  transferred  or  the 
use  of  which  changed  before  the  date  of  the  enactment  of  this 
subsection. 

the  amount  which  the  United  States  is  entitled  to  recover  under 
paragraph  (1)  with  respect  to  a  facility  shall  be  the  amount  pre- 
scribed by  paragraph  (1)  plus  interest,  during  the  period  described  in 
subparagraph  (B),  at  a  rate  (determined  by  the  Secretary)  based  on 
the  average  of  the  bond  equivalent  of  the  weekly  ninety-day  Treas- 
ury bill  auction  rate^ 

"(B)  The  period  referred  to  in  subparagraph  (A)  is  the  period 
beginning — 

"(i)  in  the  case  of  a  facility  which  was  sold  or  transferred  or 
the  use  of  which  changed  before  the  date  of  the  enactment  of 
this  subsection,  thirty  days  after  such  date  or  if  later  180  days 
after  the  date  of  the  sale,  transfer,  or  change  of  use  for  which  a 
notice  is  required  by  subsection  (b), 
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"(ii)  in  the  case  of  a  facility  with  respect  to  which  notice  is 
provided  in  accordance  with  subsection  (b),  upon  the  expiration 
of  180  days  after  the  receipt  of  such  notice,  or 

"(iii)  in  the  case  of  a  facility  with  respect  to  which  such  notice 
is  not  provided  as  prescribed  by  subsection  (b),  on  the  date  of  the 
sale,  transfer,  or  change  of  use  for  which  such  notice  was  to  be 
provided, 

and  ending  on  the  date  the  amount  the  United  States  is  entitled  to 
under  paragraph  (1)  is  collected. 

"(dXl)  The  Secretary  may  waive  the  recovery  rights  of  the  United 
States  under  subsection  (aXD  with  respect  to  a  facility  in  any  State 
if  the  Secretary  determines,  in  accordance  with  regulations,  that  the 
entity  to  which  the  facility  was  sold  or  transferred — 
"(A)  has  established  an  irrevocable  trust — 

"(i)  in  an  amount  equal  to  the  greater  of  twice  the  cost  of 
the  remaining  obligation  of  the  facility  under  clause  (2)  of 
section  603(e)  or  the  amount,  determined  under  subsection 
(c),  that  the  United  States  is  entitled  to  recover,  and 

"(ii)  which  will  only  be  used  by  the  entity  to  provide  the 
care  required  by  clause  (2)  of  section  603(e);  and 
"(B)  will  meet  the  obligation  of  the  facility  under  clause  (1)  of 
section  603(e). 

"(2)  The  Secretary  may  waive  the  recovery  rights  of  the  United 
States  under  subsection  (aX2)  with  respect  to  a  facility  in  any  State 
if  the  Secretary  determines,  in  accordance  with  regulations,  that 
there  is  good  cause  for  waiving  such  rights  with  respect  to  such 
facility. 

"(e)  The  right  of  recovery  of  the  United  States  under  subsection  (a) 
shall  not  constitute  a  lien  on  any  facility  with  respect  to  which  funds 
have  been  paid  under  section  606.". 
(b)  Section  1622  of  such  Act  is  amended  to  read  as  follows: 

"recovery 

"Sec.  1622.  (a)  If  any  facility  with  respect  to  which  funds  have 
been  paid  under  this  title  shall,  at  any  time  within  20  years  after  the 
completion  of  construction  or  modernization — 

"(1)  be  sold  or  transferred  to  any  entity  (A)  which  is  not 
42  use  300q-i,  qualified  to  file  an  application  under  section  1621  or  1642  or  (B) 

^^^^"^^  which  is  not  approved  as  a  transferee  by  the  State  Agency  of  the 

State  in  which  such  facility  is  located,  or  its  successor,  or 
"(2)  cease  to  be  a  public  health  center  or  a  public  or  other 
nonprofit  hospital,  outpatient  facility,  facility  for  long-term 
care,  or  rehabilitation  facility, 
the  United  States  shall  be  entitled  to  recover,  whether  from  the 
transferor  or  the  transferee  (or,  in  the  case  of  a  facility  which  has 
ceased  to  be  public  or  nonprofit,  from  the  owners  thereof)  an  amount 
determined  under  subsection  (c). 

"(b)  The  transferor  of  a  facility  which  is  sold  or  transferred  as 
described  in  subsection  (aXD,  or  the  owner  of  a  facility  the  use  of 
which  is  changed  as  described  in  subsection  (aX2),  shall  provide  the 
Secretary  written  notice  of  such  sale,  transfer,  or  change  not  later 
than  the  expiration  of  10  days  from  the  date  on  which  such  sale, 
transfer,  or  change  occurs. 

"(cXD  Except  as  provided  in  paragraph  (2),  the  amount  the  United 
States  shall  be  entitled  to  recover  under  subsection  (a)  is  an  amount 
bearing  the  same  ratio  to  the  then  value  (as  determined  by  the 
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agreement  of  the  parties  or  in  an  action  brought  in  the  district  court 
of  the  United  States  for  the  district  for  which  the  facility  involved  is 
situated)  of  so  much  of  the  facility  as  constituted  an  approved 
project  or  projects  as  the  amount  of  the  Federal  participation  bore  to 
the  cost  of  the  construction  or  modernization  of  such  project  or 
projects. 

"(2)(A)  After  the  expiration  of — 

"(i)  180  days  after  the  date  of  the  sale,  transfer,  or  change  of 
use  for  which  a  notice  is  required  by  subsection  (b)  in  the  case  of 
a  facility  which  is  sold  or  transferred  or  the  use  of  which 
changes  after  the  date  of  the  enactment  of  this  subsection,  or 
"(ii)  thirty  days  after  the  date  of  enactment  of  this  subsection 
or  if  later  180  days  after  the  date  of  the  sale,  transfer,  or  change 
of  use  for  which  a  notice  is  required  by  subsection  (b),  in  the 
case  of  a  facility  which  was  sold  or  transferred  or  the  use  of 
which  changed  before  the  date  of  the  enactment  of  this 
subsection, 

the  amount  which  the  United  States  is  entitled  to  recover  under 
paragraph  (1)  with  respect  to  a  facility  shall  be  the  amount  pre- 
scribed by  paragraph  (1)  plus  interest,  during  the  period  described  in 
subparagraph  (B),  at  a  rate  (determined  by  the  Secretary)  based  on 
the  average  of  the  bond  equivalent  of  the  weekly  90-day  Treasury 
bill  auction  rate. 

"(B)  The  period  referred  to  in  subparagraph  (A)  is  the  period 
beginning — 

"(i)  in  the  case  of  a  facility  which  was  sold  or  transferred  or 
the  use  of  which  changed  before  the  date  of  the  enactment  of 
this  subsection,  thirty  days  after  such  date  or  if  later  180  days 
after  the  date  of  the  sale,  transfer,  or  change  of  use  for  which  a 
notice  is  required  by  subsection  (b). 

"(ii)  in  the  case  of  a  facility  with  respect  to  which  notice  is 
provided  in  accordance  with  subsection  (b),  upon  the  expiration 
of  180  days  after  the  receipt  of  such  notice,  or 

"(iii)  in  the  case  of  a  facility  with  respect  to  which  such  notice 
is  not  provided  as  prescribed  by  subsection  (b),  on  the  date  of  the 
sale,  transfer,  or  changes  of  use  for  which  such  notice  was  to  be 
provided, 

and  ending  on  the  date  the  amount  the  United  States  is  entitled  to 
under  paragraph  (1)  is  collected. 

"(d)(1)  The  Secretary  may  waive  the  recovery  rights  of  the  United 
States  under  subsection  (a)(1)  with  respect  to  a  facility  in  any  State 
if  the  Secretary  determines,  in  accordance  with  regulations,  that  the 
entity  to  which  the  facility  was  sold  or  transferred — 
"(A)  has  established  an  irrevocable  trust — 

"(i)  in  an  amount  equal  to  the  greater  of  twice  the  cost  of 
the  remaining  obligation  of  the  facility  under  clause  (ii)  of 
section  1621(b)(l)(K)  or  the  amount,  determined  under  sub-  42  USC  300q-i. 
section  (c),  that  the  United  States  is  entitled  to  recover,  and 
"(ii)  which  will  only  be  used  by  the  entity  to  provide  the 
care  required  by  clause  (ii)  of  section  1621(b)(l)(K);  and 
"(B)  will  meet  the  obligation  of  the  facility  under  clause  (i)  of 
section  1621(b)(l)(K). 
"(2)  The  Secretary  may  waive  the  recovery  rights  of  the  United 
States  under  subsection  (a)(2)  with  respect  to  a  facility  in  any  State 
if  the  Secretary  determines,  in  accordance  with  regulations,  that 
there  is  good  cause  for  waiving  such  rights  with  respect  to  such 
facility. 
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"(e)  The  right  of  recovery  of  the  United  States  under  subsection  (a) 
shall  not  constitute  a  lien  on  any  facility  with  respect  to  which  funds 
have  been  paid  under  this  title.". 

(c)  Not  later  than  the  expiration  of  the  one-hundred-and-eighty- 
day  period  beginning  on  the  date  of  the  enactment  of  this  section, 
the  Secretary  shall  have  in  effect  regulations  and  personnel  to  place 
in  effect  the  amendments  made  by  this  section. 

Subtitle  D — Uncompensated  Services  Provided 
by  Skilled  Nursing  Facilities  and  Intermedi- 
ate Care  Facilities 

STUDY 

Sec.  2391.  (a)  The  Secretary  of  Health  and  Human  Services  shall 
conduct  a  study  relating  to  compliance  with  sections  603(e)(2)  and 
1621(b)(l)(K)(ii)  of  the  Public  Health  Service  Act  (as  such  sections 
were  in  effect  on  September  30,  1979)  to  determine  whether  the 
regulations  implementing  such  sections  should  distinguish  between 
hospitals  and  long-term  care  facilities  assisted  under  titles  VI  and 
XVI  of  such  Act.  Not  later  than  January  1,  1985,  the  Secretary  shall 
transmit  to  the  Congress  a  report  of  the  results  of  the  study, 
(b)  Subsection  (a)  shall  take  effect  October  1, 1984. 

TITLE  IV— SMALL  BUSINESS  PROGRAMS 


SBA  DISASTER  LOANS 

15  use  647.  Sec.  2401.  Section  18(a)  of  the  Small  Business  Act  is  amended  by 

striking  out  "October  1,  1986"  and  by  inserting  in  lieu  thereof 
"October  \  1987". 

TITLE  V— VETERANS'  PROGRAMS 

PART  A— COST  SAVINGS  UNDER  THE  VETERANS' 
ADMINISTRATION  PENSION  PROGRAM 

EFFECTIVE  DATE  FOR  AWARD  OF  PENSION  FOR  NON-SERVICE-CONNECTED 
DISABILITY  OR  DEATH 

Sec.  2501.  (a)(1)  Subsection  (b)(3)  of  section  3010  of  title  38,  United 
States  Code,  is  amended — 

(A)  by  inserting  "(A)"  after  "(3)"; 

(B)  by  inserting  "described  in  subparagraph  (B)  of  this  para- 
graph" after  "to  a  veteran"; 

(C)  by  striking  out  "an  application  therefor  is  received"  and 
inserting  in  lieu  thereof  "the  veteran  applies  for  a  retroactive 
award";  and 

(D)  by  adding  at  the  end  the  following  new  subparagraph: 
"(B)  A  veteran  referred  to  in  subparagraph  (A)  of  this  paragraph 

is  a  veteran  who  is  permanently  and  totally  disabled  and  who  is 
prevented  by  a  disability  from  applying  for  disability  pension  for  a 
period  of  at  least  30  days  beginning  on  the  date  on  which  the 
veteran  became  permanently  and  totally  disabled.". 
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(e)(1)  Not  later  than  December  1,  1986,  the  Administrator  of  Report. 
Veterans'  Affairs  shall  submit  to  the  Committees  on  Veterans'      use  1824 
Affairs  of  the  Senate  and  House  of  Representatives  a  report  on  the 
administration  and  functioning  of  the  loan  guaranty  program  con- 
ducted by  the  Veterans'  Administration  under  chapter  37  of  title  38, 
United  States  Code,  and  the  status  of  the  Veterans'  Administration  ;   USC  1801  et 
Loan  Guaranty  Revolving  Fund  established  under  section  1824(a)  of  -^^'Q- 
such  title.  SUSC  1824. 

(2)  The  report  shall  include — 

(A)  a  description  of  the  actions  taken  by  the  Administrator 
during  the  period  beginning  on  June  1,  1984,  and  ending  on 
September  30,  1986,  and  the  actions  planned  as  of  September  30, 
1986  (together  with  a  schedule  for  completing  any  actions 
planned),  to  maintain  the  effective  functioning  of  that  program 
and  to  ensure  the  solvency  of  the  Fund,  including  actions  with 
respect  to  the  acquisition  of  properties  following  liquidation 
sales,  the  making  of  loans  (known  as  "vendee  loans")  to  finance 
the  sale  of  properties  so  acquired,  the  quality  of  property  ap- 
praisals by  the  Veterans'  Administration,  and  assessments  of 
home-buyer  credit  worthiness; 

(B)  the  Administrator's  evaluation  of  the  effects  of  the  amend- 
ments made  by  subsection  (a)  (relating  to  acquisition  of  proper- 
ties after  liquidation  sales  and  to  vendee  loans),  including  the 
Administrator's  evaluation  of  the  effects  of  subsection  (d)  of 

section  1816  of  title  38,  United  States  Code  (as  added  by  subsec-  Ante,  p.  i  18. 
tion  (a)(2))  (relating  to  vendee  loans),  on  the  operation  and 
effective  functioning  of  such  program;  and 

(C)  the  recommendations  of  the  Administrator  regarding  any 
need  for  administrative  or  legislative  action  with  respect  to 
such  program,  including  the  Administrator's  recommendations 
as  to  whether  or  not  subsection  (c)(2)  (providing  for  the  termina- 
tion of  provisions  relating  to  the  acquisition  of  properties  and  to 
vendee  loans)  should  be  amended. 

TITLE  VI— OASDI,  SSI,  AFDC,  AND  OTHER 
PROGRAMS 

TABLE  OF  CONTENTS 
Subtitle  A — Improvements  in  OASDI  Program 

Social  security  coverage  for  Federal  employees;  treatment  of  legislative 

branch  employees  not  covered  by  civil  service  retirement  system. 
Procedures  to  prevent  overpayments  due  to  failure  to  report  earnings. 
Special  social  security  treatment  for  church  employees. 

Subtitle  B — Improvements  in  SSI  and  AFDC  Programs 

Part  1— Improvements  in  SSI  Program 

Increase  in  dollar  limitations  under  assets  test. 
Limitation  on  recoupment  rate  in  case  of  overpayments. 

Treatment  of  overpayments  when  recipient's  countable  assets  exceed 
limits  in  certain  cases. 

Exclusion  of  underpayments  from  resources. 

Adjustments  in  SSI  benefits  on  account  of  retroactive  benefits  under  title 
II 

Exclusion  from  income  of  certain  Alaska  bonus  payments. 


Sec.  2601. 

Sec.  2602. 

Sec.  2603. 

Sec.  2611. 

Sec.  2612. 

Sec.  2613. 

Sec.  2614. 

Sec.  2615. 

Sec.  2616. 
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Part  2— Improvements  in  AFDC  Program 

Sec.  2621.  Gross  income  limitation. 
Sec.  2622.  Work  expense  deduction. 

Sec.  2623.  Continuation  of  $30  disregard  from  earned  income. 

Sec.  2624.  Work  transition  in  the  case  of  certain  families  who  lose  AFDC  benefits 

because  of  earned  income. 
Sec.  2625.  Clarification  of  earned  income  provision. 

Sec.  2626.  Exclusion  of  burial  plots,  funeral  agreements,  and  certain  property  from 
limitation  on  family  resources. 

Sec.  2627.  Federal  matching  for  expenses  incurred  by  States  in  reimbursing  AFDC 
recipients  for  transportation  and  day  care  costs  attributable  to  partici- 
pation in  CWEP. 

Sec.  2628.  Monthly  reporting  and  retrospective  budgeting. 

Sec.  2629.  Treatment  of  earned  income  tax  credit  in  determining  countable  income. 
Sec.  2630.  Federally  assisted  pilot  projects  to  demonstrate  one-stop  service  delivery 
systems. 

Sec.  2631.  Exemption  of  certain  pregnant  women  from  registration  for  work  or 
training. 

Sec.  2632.  Treatment  of  nonrecurring  lump  sum  income. 

Sec.  2633.  Waiver  of  overpayment  recoupment  when  cost  of  collection  would  exceed 
amount  due. 

Sec.  2634.  Exceptions  to  requirements  for  protective  payments. 
Sec.  2635.  Eligibility  requirements  for  aliens. 

Sec.  2636.  Provision  by  State  agencies  of  information  regarding  fugitive  felons. 
Sec.  2637.  Payment  schedule  for  reimbursement  of  certain  back  claims  due  the 
States. 

Sec.  2638.  Modification  of  requirements  for  work  supplementation  program. 
Sec.  2639.  3-year  extension  of  provisions  for  disregarding  in-kind  assistance. 
Sec.  2640.  Parents  and  siblings  of  dependent  child  included  in  AFDC  family;  child 

support  payments. 
Sec.  2641.  CWEP  work  for  Federal  agencies. 
Sec.  2642.  Earned  income  of  full-time  students. 
Sec.  2643.  General  effective  date. 

Subtitle  C — Implementation  of  Grace  Commission  Recommendations 

Sec.  2651.  Income  and  eligibility  verification  procedures. 

Sec.  2652.  Collection  and  deposit  of  payments  to  executive  agencies. 

Sec.  2653.  Collection  of  non-tax  debts  owed  to  Federal  agencies. 

Subtitle  D — Technical  Corrections 

Sec.  2661.  Changes  in  OASDI  provisions  necessitated  by  the  1983  Amendments. 
Sec.  2662.  Changes  in  text  of  the  1983  Amendments. 

Sec.  2663.  Other  technical  corrections  in  the  Social  Security  Act  and  related 

provisions. 
Sec.  2664.  Effective  dates. 

Subtitle  E — Trade  Adjustment  Assistance 

Sec.  2671.  Limitations  on  trade  readjustment  allowances. 
Sec.  2672.  Job  search  and  relocation  allowances. 
Sec.  2673.  Assistance  to  industry. 

Subtitle  F — Certain  Provisions  Relating  to  Puerto  Rico  and  the  Virgin  Islands 

Sec.  2681.  Clarification  of  definition  of  articles  produced  in  Puerto  Rico  or  the 
Virgin  Islands. 

Sec.  2682.  Limitations  on  transfers  of  excise  tax  revenues  to  Puerto  Rico  and  the 
Virgin  Islands. 

Subtitle  A — Improvements  in  OASDI  Program 

SOCIAL  SECURITY  COVERAGE  FOR  FEDERAL  EMPLOYEES*,  TREATMENT  OF 
LEGISLATIVE  BRANCH  EMPLOYEES  NOT  COVERED  BY  CIVIL  SERVICE  RE- 
TIREMENT SYSTEM 

97  Stat.  67.  Sec.  2601.  (a)(1)  Section  210(a)(5)(B)  of  the  Social  Security  Act  is 

42  use  410.         amended  to  read  as  follows: 

"(B)  is  performed  by  an  individual  who — 
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"(i)  has  been  continuously  performing  service  de- 
scribed in  subparagraph  (A)  since  December  31,  1983, 
and  for  purposes  of  this  clause — 

"(I)  if  an  individual  performing  service  described 
in  subparagraph  (A)  returns  to  the  performance  of 
such  service  after  being  separated  therefrom  for  a 
period  of  less  than  366  consecutive  days,  regardless 
of  whether  the  period  began  before,  on,  or  after 
December  31,  1983,  then  such  service  shall  be  con- 
sidered continuous, 

if  an  individual  performing  service  de- 
scribed in  subparagraph  (A)  returns  to  the  per- 
formance of  such  service  after  being  detailed  or 
transferred  to  an  international  organization  as  de- 
scribed under  section  3343  of  subchapter  III  of 
chapter  33  of  title  5,  United  States  Code,  or  under 
section  3581  of  chapter  35  of  such  title,  then  the 
service  performed  for  that  organization  shall  be 
considered  service  described  in  subparagraph  (A), 

"(III)  if  an  individual  performing  service  de- 
scribed in  subparagraph  (A)  is  reemployed  or  rein- 
stated after  being  separated  from  such  service  for 
the  purpose  of  accepting  employment  with  the 
American  Institute  of  Taiwan  as  provided  under 
section  3310  of  chapter  48  of  title  22,  United  States 
Code,  then  the  service  performed  for  that  Institute 
shall  be  considered  service  described  in  subpara- 
graph (A),  and 

"(IV)  if  an  individual  performing  service  de- 
scribed in  subparagraph  (A)  returns  to  the  per- 
formance of  such  service  after  performing  service 
as  a  member  of  a  uniformed  service  (including,  for 
purposes  of  this  clause,  service  in  the  National 
Guard  and  temporary  service  in  the  Coast  Guard 
Reserve)  and  after  exercising  restoration  or  reem- 
ployment rights  as  provided  under  chapter  43  of 
title  38,  United  States  Code,  then  the  service  so  38  USC  2021  et 
performed  as  a  member  of  a  uniformed  service  ^^9- 
shall  be  considered  service  described  in  subpara- 
graph (A);  or 

"(ii)  is  receiving  an  annuity  from  the  Civil  Service 
Retirement  and  Disability  Fund,  or  benefits  (for  service 
as  an  employee)  under  another  retirement  system  es- 
tablished by  a  law  of  the  United  States  for  employees  of 
the  Federal  Government  (other  than  for  members  of 
the  uniformed  services);". 
(2)  Section  210(a)(5)  of  such  Act  is  further  amended  (in  the  matter  42  USC  410. 
which  follows  "except  that  this  paragraph  shall  not  apply  with 
respect  to — ") — 

(A)  by  striking  out  "(i)",  "(ii)",  "(iii)",  "(iv)",  and  "(v)"  and 
inserting  in  lieu  thereof  "(C)","(D)",  "(E)",  "(F)",  and  "(G)", 
respectively; 

(B)  by  striking  out  "(I)",  "(II)",  and  "(III)"  and  inserting  in  lieu 
thereof  "(i)",  "(ii)",  and  "(iii)",  respectively;  and 

(C)  by  striking  out  subparagraph  (G)  (as  redesignated  by 
subparagraph  (A)  of  this  paragraph)  and  inserting  in  lieu 
thereof  the  following: 
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"(G)  Any  other  service  in  the  legislative  branch  of  the 
Federal  Government  if  such  service — 

"(i)  is  performed  by  an  individual  who  was  not  sub- 
ject to  subchapter  III  of  chapter  83  of  title  5,  United 
5USC83;n.  States  Code,  or  to  another  retirement  system  estab- 

lished by  a  law  of  the  United  States  for  employees  of 
the  Federal  Government  (other  than  for  members  of 
the  uniformed  services),  on  December  31,  1983,  or 

"(ii)  is  performed  by  an  individual  who  has,  at  any 
time  after  December  31,  1983,  received  a  lump-sum 
payment  under  section  8342(a)  of  title  5,  United  States 
Code,  or  under  the  corresponding  provision  of  the  law 
establishing  the  other  retirement  system  described  in 
clause  (i),  or 

"(iii)  is  performed  by  an  individual  after  such  individ- 
ual has  otherwise  ceased  to  be  subject  to  subchapter  III 
of  chapter  83  of  title  5,  United  States  Code  (without 
having  an  application  pending  for  coverage  under  such 
subchapter),  while  performing  service  in  the  legislative 
branch  (determined  without  regard  to  the  provisions  of 
subparagraph  (B)  relating  to  continuity  of  employ- 
ment), for  any  period  of  time  after  December  31,  1983, 
and  for  purposes  of  this  subparagraph  (G)  an  individual  is 
subject  to  such  subchapter  III  or  to  any  such  other  retire- 
ment system  at  any  time  only  if  (a)  such  individual's  pay  is 
subject  to  deductions,  contributions,  or  similar  payments 
(concurrent  with  the  service  being  performed  at  that  time) 
under  section  8334(a)  of  such  title  5  or  the  corresponding 
provision  of  the  law  establishing  such  other  system,  or  (in  a 
case  to  which  section  8332(k)(l)  of  such  title  applies)  such 
individual  is  making  payments  of  amounts  equivalent  to 
such  deductions,  contributions,  or  similar  payments  while 
on  leave  without  pay,  or  (b)  such  individual  is  receiving  an 
annuity  from  the  Civil  Service  Retirement  and  Disability 
Fund,  or  is  receiving  benefits  (for  service  as  an  employee) 
under  another  retirement  system  established  by  a  law  of 
the  United  States  for  employees  of  the  Federal  Government 
(other  than  for  members  of  the  uniformed  services);". 
26  use  31  (b)(1)  Section  3121(b)(5)(B)  of  the  Internal  Revenue  Code  of  1954  is 

amended  to  read  as  follows: 

"(B)  is  performed  by  an  individual  who— 

"(i)  has  been  continuously  performing  service  de- 
scribed in  subparagraph  (A)  since  December  31,  1983, 
and  for  purposes  of  this  clause — 

"(I)  if  an  individual  performing  service  described 
in  subparagraph  (A)  returns  to  the  performance  of 
such  service  after  being  separated  therefrom  for  a 
period  of  less  than  366  consecutive  days,  regardless 
of  whether  the  period  began  before,  on,  or  after 
December  31,  1983,  then  such  service  shall  be  con- 
sidered continuous, 

"(II)  if  an  individual  performing  service  de- 
scribed in  subparagraph  (A)  returns  to  the  per- 
formance of  such  service  after  being  detailed  or 
transferred  to  an  international  organization  as  de- 
scribed under  section  3343  of  subchapter  III  of 
chapter  33  of  title  5,  United  States  Code,  or  under 
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section  3581  of  chapter  35  of  such  title,  then  the 
service  performed  for  that  organization  shall  be 
considered  service  described  in  subparagraph  (A), 

"(III)  if  an  individual  performing  service  de- 
scribed in  subparagraph  (A)  is  reemployed  or  rein- 
stated after  being  separated  from  such  service  for 
the  purpose  of  accepting  employment  with  the 
American  Institute  in  Taiwan  as  provided  under 
section  3310  of  chapter  48  of  title  22,  United  States 
Code,  then  the  service  performed  for  that  Institute 
shall  be  considered  service  described  in  subpara- 
graph (A),  and 

"(IV)  if  an  individual  performing  service  de- 
scribed in  subparagraph  (A)  returns  to  the  per- 
formance of  such  service  after  performing  service 
as  a  member  of  a  uniformed  service  (including,  for 
purposes  of  this  clause,  service  in  the  National 
Guard  and  temporary  service  in  the  Coast  Guard 
Reserve)  and  after  exercising  restoration  or  reem- 
ployment rights  as  provided  under  chapter  43  of 
title  38,  United  States  Code,  then  the  service  so  38  use  2021  et 
performed  as  a  member  of  a  uniformed  service  seq. 
shall  be  considered  service  described  in  subpara- 
graph (A);  or 

"(ii)  is  receiving  an  annuity  from  the  Civil  Service 
Retirement  and  Disability  Fund,  or  benefits  (for  service 
as  an  employee)  under  another  retirement  system  es- 
tablished by  a  law  of  the  United  States  for  employees  of 
the  Federal  Government  (other  than  for  members  of 
the  uniformed  service);". 
(2)  Section  3121(b)(5)  of  such  Code  is  further  amended  (in  the  26  USC  3121. 
matter  which  follows  "except  that  this  paragraph  shall  not  apply 
with  respect  to—") — 

(A)  by  striking  out  "(i)",  "(ii)",  "(iii)",  "(iv)",  and  "(v)"  and 
inserting  in  lieu  thereof  "(C)",  "(D)",  "(E)",  "(F)",  and  "(G)", 
respectively; 

(B)  by  striking  out  "(I)",  "(II)",  and  "(III)"  and  inserting  in  lieu 
thereof  "(i)",  "(ii)",  and  "(iii)",  respectively;  and 

(C)  by  striking  out  subparagraph  (G)  (as  redesignated  by 
subparagraph  (A)  of  this  paragraph)  and  inserting  in  lieu 
thereof  the  following: 

"(G)  any  other  service  in  the  legislative  branch  of  the 
Federal  Government  if  such  service — 

"(i)  is  performed  by  an  individual  who  was  not  sub- 
ject to  subchapter  III  of  chapter  83  of  title  5,  United 
States  Code,  or  to  another  retirement  system  estab-  5  USC  8331. 
lished  by  a  law  of  the  United  States  for  employees  of 
the  Federal  Government  (other  than  for  members  of 
the  uniformed  services),  on  December  31,  1983,  or 

"(ii)  is  performed  by  an  individual  who  has,  at  any 
time  after  December  31,  1983,  received  a  lump-sum 
payment  under  section  8342(a)  of  title  5,  United  States 
Code,  or  under  the  corresponding  provision  of  the  law 
establishing  the  other  retirement  system  described  in 
clause  (i),  or 

"(iii)  is  performed  by  an  individual  after  such  individ- 
ual has  otherwise  ceased  to  be  subject  to  subchapter  III 
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of  chapter  83  of  title  5,  United  States  Code  (without 
having  an  application  pending  for  coverage  under  such 
subchapter),  while  performing  service  in  the  legislative 
branch  (determined  without  regard  to  the  provisions  of 
subparagraph  (B)  relating  to  continuity  of  employ- 
ment), for  any  period  of  time  after  December  31,  1983, 
and  for  purposes  of  this  subparagraph  (G)  an  individual  is 
subject  to  such  subchapter  III  or  to  any  such  other  retire- 
merit  system  at  any  time  only  if  (a)  such  individual's  pay  is 
subject  to  deductions,  contributions,  or  similar  payments 
(concurrent  with  the  service  being  performed  at  that  time) 
under  section  8334(a)  of  such  title  5  or  the  corresponding 
provision  of  the  law  establishing  such  other  system,  or  (in  a 
case  to  which  section  8332(k)(l)  of  such  title  applies)  such 
individual  is  making  payments  of  amounts  equivalent  to 
such  deductions,  contributions,  or  similar  payments  while 
on  leave  without  pay,  or  (b)  such  individual  is  receiving  an 
annuity  from  the  Civil  Service  Retirement  and  Disability 
Fund,  or  is  receiving  benefits  (for  service  as  an  employee) 
under  another  retirement  system  established  by  a  law  of 
the  United  States  for  employees  of  the  Federal  Government 
(other  than  for  members  of  the  uniformed  services);". 
42  use  411)  note.      (c)  For  purposes  of  section  210(a)(5)(G)  of  the  Social  Security  Act 
Ante,  pp.  1123,     and  section  3121(b)(5)(G)  of  the  Internal  Revenue  Code  of  1954,  an 
1125.  individual  shall  not  be  considered  to  be  subject  to  subchapter  III  of 

5  use  83;^  1  chapter  83  of  title  5,  United  States  Code,  or  to  another  retirement 
system  established  by  a  law  of  the  United  States  for  employees  of 
the  Federal  Government  (other  than  for  members  of  the  uniformed 
services),  if  he  is  contributing  a  reduced  amount  by  reason  of  the 
Federal  Employees'  Retirement  Contribution  Temporary  Adjust- 
97  Stat.  ii()().  ment  Act  of  1983. 
42  use  410  note.      (d)(1)  Any  individual  who — 

(A)  was  subject  to  subchapter  III  of  chapter  83  of  title  5, 
United  States  Code,  or  to  another  retirement  system  established 
by  a  law  of  the  United  States  for  employees  of  the  Federal 
Government  (other  than  for  members  of  the  uniformed  serv- 
ices), on  December  31,  1983  (as  determined  for  purposes  of 

Ante,  p.  1123.  section  210(a)(5)(G)  of  the  Social  Security  Act),  and 

(B)  (i)  received  a  lump-sum  payment  under  section  8342(a)  of 
such  title  5,  or  under  the  corresponding  provision  of  the  law 
establishing  the  other  retirement  system  described  in  subpara- 
graph (A),  after  December  31,  1983,  and  prior  to  June  15,  1984, 
or  received  such  a  payment  on  or  after  June  15,  1984,  pursuant 
to  an  application  which  was  filed  in  accordance  with  such 
section  8342(a)  or  the  corresponding  provision  of  the  law  estab- 
lishing such  other  retirement  system  prior  to  that  date,  or 

(ii)  otherwise  ceased  to  be  subject  to  subchapter  III  of  chapter 
83  of  title  5,  United  States  Code,  for  a  period  after  December  31, 
1983,  to  which  section  210(a)(5)(g)(iii)  of  the  Social  Security  Act 
applies, 

shall,  if  such  individual  again  becomes  subject  to  subchapter  III  of 
chapter  83  of  title  5  (or  effectively  applies  for  coverage  under  such 
subchapter)  after  the  date  on  which  he  last  ceased  to  be  subject  to 
such  subchapter  but  prior  to,  or  within  30  days  after,  the  date  of  the 
e  actment  of  this  Act,  requalify  for  the  exemption  from  social 
security  coverage  and  taxes  under  section  210(a)(5)  of  the  Social 
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Security  Act  and  section  3121(bX5)  of  the  Internal  Revenue  Code  of 
1954  as  if  the  cessation  of  coverage  under  title  5  had  not  occurred. 

(2)  An  individual  meeting  the  requirements  of  subparagraphs  (A) 
and  (B)  of  paragraph  (1)  who  is  not  in  the  employ  of  the  United 
States  or  an  instrumentality  thereof  on  the  date  of  the  enactment  of 
this  Act  may  requalify  for  such  exemptions  in  the  same  manner  as 
under  paragraph  (1)  if  such  individual  again  becomes  subject  to 
subchapter  III  of  chapter  83  of  title  5  (or  effectively  applies  for 
coverage  under  such  subchapter)  within  30  days  after  the  date  on 
which  he  first  returns  to  service  in  the  legislative  branch  after  such 
date  of  enactment,  if  such  date  (on  which  he  returns  to  service)  is 
within  365  days  after  he  was  last  in  the  employ  of  the  United  States 
or  an  instrumentality  thereof. 

(3)  If  an  individual  meeting  the  requirements  of  subparagraphs 
(A)  and  (B)  of  paragraph  (1)  does  not  again  become  subject  to 
subchapter  III  of  chapter  83  of  title  5  (or  effectively  apply  for 
coverage  under  such  subchapter)  prior  to  the  date  of  the  enactment 
of  this  Act  or  within  the  relevant  30-day  period  as  provided  in 
paragraph  (1)  or  (2),  social  security  coverage  and  taxes  by  reason  of 
section  210(aX5)(G)  of  the  Social  Security  Act  and  section 
3121(b)(5)(G)  of  the  Internal  Revenue  Code  of  1954  shall,  with  respect 
to  such  individual's  service  in  the  legislative  branch  of  the  Federal 
Government,  become  effective  with  the  first  month  beginning  after 
such  30-day  period. 

(4)  The  provisions  of  paragraphs  (1)  and  (2)  shall  apply  only  for 
purposes  of  reestablishing  an  exemption  from  social  security  cover- 
age and  taxes,  and  do  not  affect  the  amount  of  service  to  be  credited 
to  an  individual  for  purposes  of  title  5,  United  States  Code. 

(e)(1)  For  purposes  of  section  210(aX5)  of  the  Social  Security  Act  (as 
in  effect  in  January  1983  and  as  in  effect  on  and  after  January  1, 
1984)  and  section  3121(bX5)  of  the  Internal  Revenue  Code  of  1954  (as 
so  in  effect),  service  periformed  in  the  employ  of  a  nonprofit  organi- 
zation described  in  section  501(cX3)  of  the  Internal  Revenue  Code  of 
1954  by  an  employee  who  is  required  by  law  to  be  subject  to 
subchapter  III  of  chapter  83  of  title  5,  United  States  Code,  with 
respect  to  such  service,  shall  be  considered  to  be  service  performed 
in  the  employ  of  an  instrumentality  of  the  United  States. 

(2)  For  purposes  of  section  203  of  the  Federal  Employees'  Retire- 
ment Contribution  Temporary  Adjustment  Act  of  1983,  service  de- 
scribed in  paragraph  (1)  which  is  also  "employment"  for  purposes  of 
title  II  of  the  Social  Security  Act,  shall  be  considered  to  be  ''covered 
service". 

if)  Except  as  provided  in  subsection  (d),  the  amendments  made  by 
subsections  (a)  and  (b)  (and  the  provisions  of  subsection  (e))  shall  be 
effective  with  respect  to  service  performed  after  December  31,  1983. 


42  use  410. 
26  use  8121. 


5  use  8331. 


Ante,  p.  1123. 
Ante,  p.  1125. 


42  use  410  note. 


26  use  501. 


97  Stat.  1107. 
5  use  8331  note. 
42  use  401. 

Effective  date. 
42  use  410  note. 


PROCEDURES  TO  PREVENT  OVERPAYMENTS  DUE  TO  FAILURE  TO  REPORT 

EARNINGS 


Sec.  2602.  (a)  Section  203(h)  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  new  paragraph: 

"(4)  The  Secretary  shall  develop  and  implement  procedures  in 
accordance  with  this  subsection  to  avoid  paying  more  than  the 
correct  amount  of  benefits  to  any  individual  under  this  title  as  a 
result  of  such  individual's  failure  to  file  a  correct  report  or  estimate 
of  earnings  or  wages.  Such  procedures  may  include  identifying 
categories  of  individuals  who  are  likely  to  be  paid  more  than  the 
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98  STAT.  1128 


PUBLIC  LAW  98-369— JULY  18,  1984 


correct  amount  of  benefits  and  requesting  that  they  estimate  their 
earnings  or  wages  more  frequently  than  other  persons  subject  to 
deductions  under  this  section  on  account  of  earnings  or  wages.". 

Effective  date.         (b)  The  amendment  made  by  subsection  (a)  shall  be  effective  upon 

42  use  403  note,   the  date  of  the  enactment  of  this  Act. 


SPECIAL  SOCIAL  SECURITY  TREATMENT  FOR  CHURCH  EMPLOYEES 

42  use  410.  Sec  2603.  (a)(1)  Section  210(a)(8)  of  the  Social  Security  Act  is 

amended  by  inserting  *'(A)"  after  ''(8)",  by  striking  out  "this  para- 
graph" and  inserting  in  lieu  thereof  "this  subparagraph",  and  by 
adding  at  the  end  thereof  the  following  new  subparagraph: 

"(B)  Service  performed  in  the  employ  of  a  church  or  qualified 
church-controlled  organization  if  such  church  or  organization 
has  in  effect  an  election  under  section  3121(w)  of  the  Internal 
Infra.  Revenue  Code  of  1954,  other  than  service  in  an  unrelated  trade 

or  business  (within  the  meaning  of  section  513(a)  of  such 
Code);". 

26  use  3121.  (2)  Section  3121(b)(8)  of  the  Internal  Revenue  Code  of  1954  is 

amended  by  inserting  "(A)"  after  "(8)",  by  striking  out  "this  para- 
graph" and  inserting  in  lieu  thereof  "this  subparagraph",  and  by 
adding  at  the  end  thereof  the  following  new  subparagraph: 

"(B)  service  performed  in  the  employ  of  a  church  or  qualified 
church-controlled  organization  if  such  church  or  organization 
has  in  effect  an  election  under  subsection  (w),  other  than  service 
in  an  unrelated  trade  or  business  (within  the  meaning  of  section 
513(a));". 

(b)  Section  3121  of  the  Internal  Revenue  Code  of  1954  is  amended 
by  adding  at  the  end  thereof  the  following  new  subsection: 

"(w)  Exemption  of  Churches  and  Qualified  Church-Con- 
trolled Organizations. — 

"(1)  General  rule. — Any  church  or  qualified  church-con- 
trolled organization  (as  defined  in  paragraph  (3))  may  make  an 
election  within  the  time  period  described  in  paragraph  (2),  in 
accordance  with  such  procedures  as  the  Secretary  determines  to 
be  appropriate,  that  services  performed  in  the  employ  of  such 
church  or  organization  shall  be  excluded  from  employment  for 
42  use  401.  purposes  of  title  II  of  the  Social  Security  Act  and  chapter  21  of 

26  use  3101  et  this  Code.  An  election  may  be  made  under  this  subsection  only 

se<7-  if  the  church  or  qualified  church-controlled  organization  states 

that  such  church  or  organization  is  opposed  for  religious  reasons 
to  the  payment  of  the  tax  imposed  under  section  3111. 

"(2)  Timing  and  duration  of  election. — An  election  under 
this  subsection  must  be  made  prior  to  the  first  date,  more  than 
90  days  after  the  date  of  the  enactment  of  this  subsection,  on 
which  a  quarterly  employment  tax  return  for  the  tax  imposed 
under  section  3111  is  due,  or  would  be  due  but  for  the  election, 
from  such  church  or  organization.  An  election  under  this  sub- 
section shall  apply  to  current  and  future  employees,  and  shall 
apply  to  service  performed  after  December  31,  1983.  The  elec- 
tion may  not  be  revoked  by  the  church  or  organization,  but  shall 
be  permanently  revoked  by  the  Secretary  if  such  church  or 
organization  fails  to  furnish  the  information  required  under 
section  6051  to  the  Secretary  for  a  period  of  2  years  or  more 
with  respect  to  remuneration  paid  for  such  services  by  such 
church  or  organization,  and,  upon  request  by  the  Secretary,  fails 
to  furnish  all  such  previously  unfurnished  information  for  the 
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period  covered  by  the  election.  Such  revocation  shall  apply 
retroactively  to  the  beginning  of  the  2-year  period  for  which  the 
information  was  not  furnished. 
"(3)  Definitions — 

"(A)  For  purposes  of  this  subsection,  the  term  'church' 
means  a  church,  a  convention  or  association  of  churches,  or 
an  elementary  or  secondary  school  which  is  controlled, 
operated,  or  principally  supported  by  a  church  or  by  a 
convention  or  association  of  churches. 

"(B)  For  purposes  of  this  subsection,  the  term  'qualified 
church-controlled  organization'  means  any  church-con- 
trolled tax-exempt  organization  described  in  section 
501(c)(3),  other  than  an  organization  which — 

"(i)  offers  goods,  services,  or  facilities  for  sale,  other 
than  on  an  incidental  basis,  to  the  general  public,  other 
than  goods,  services,  or  facilities  which  are  sold  at  a 
nominal  charge  which  is  substantially  less  than  the 
cost  of  providing  such  goods,  services,  or  facilities;  and 
"(ii)  normally  receives  more  than  25  percent  of  its 
support  from  either  (I)  governmental  sources,  or  (II) 
receipts  from  admissions,  sales  of  merchandise,  per- 
formance of  services,  or  furnishing  of  facilities,  in  ac- 
tivities which  are  not  unrelated  trades  or  businesses,  or 
both.". 

(c)  (1)  Section  211(c)(2)  of  the  Social  Security  Act  is  amended—  42  use  4ii. 

(A)  by  striking  out  "and"  at  the  end  of  subparagraph  (E); 

(B)  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(F)  and  inserting  in  lieu  thereof    and";  and 

(C)  by  adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(G)  service  described  in  section  210(a)(8)(B);".  Ante,  p.  1128. 

(2)  Section  1402(c)(2)  of  the  Internal  Revenue  Code  of  1954  is   26  USC  1402. 
amended— 

(A)  by  striking  out  "and"  at  the  end  of  subparagraph  (E); 

(B)  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(F)  and  inserting  in  lieu  thereof  ",  and";  and 

(C)  by  adding  at  the  end  thereof  the  following  new  subpara- 
graph: 

"(G)  service  described  in  section  3121(b)(8)(B);". 

(d)  (1)  Section  211(a)  of  the  Social  Security  Act  is  amended—   42  use  4ii. 

(A)  by  striking  out  "and"  at  the  end  of  paragraph  (11); 

(B)  by  striking  out  the  period  at  the  end  of  paragraph  (12)  and 
inserting  in  lieu  thereof  ";  and";  and 

(C)  by  inserting  after  paragraph  (12)  the  following  new 
paragraph: 

"(13)  With  respect  to  remuneration  for  services  which  are 
treated  as  services  in  a  trade  or  business  under  subsection 

(c)(2)(G)- 

"(A)  no  deduction  for  trade  or  business  expenses  provided 
under  the  Internal  Revenue  Code  of  1954  (other  than  the   26  use  l  et  seq. 
deduction  under  paragraph  (11)  of  this  subsection)  shall 
apply; 

"(B)  the  provisions  of  subsection  (b)(2)  shall  not  apply;  and 
"(C)  if  the  amount  of  such  remuneration  from  an  em- 
ployer for  the  taxable  year  is  less  than  $100,  such  remu- 
neration from  that  employer  shall  not  be  included  in  self- 
employment  income.". 
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26  use  1402.  (2)  Section  1402(a)  of  the  Internal  Revenue  Code  of  1954  is 

amended — 

(A)  by  striking  out  ''and"  at  the  end  of  paragraph  (12); 

(B)  by  striking  out  the  period  at  the  end  of  paragraph  (13)  and 
inserting  in  lieu  thereof    and  and 

(C)  by  inserting  after  paragraph  (13)  the  following  new 
paragraph: 

''(14)  with  respect  to  remuneration  for  services  which  are 
treated  as  services  in  a  trade  or  business  under  subsection 
(c)(2)(G)- 

"(A)  no  deduction  for  trade  or  business  expenses  provided 
under  this  Code  (other  than  the  deduction  under  paragraph 
(12))  shall  apply; 
"(B)  the  provisions  of  subsection  (b)(2)  shall  not  apply;  and 
"(C)  if  the  amount  of  such  remuneration  from  an  em- 
ployer for  the  taxable  year  is  less  than  $100,  such  remu- 
neration from  that  employer  shall  not  be  included  in  self- 
employment  income.". 
Effective  date.         (e)  The  amendments  made  by  this  section  shall  apply  to  service 
42  use  410  note,    performed  after  December  31, 1983. 

26  use  3121  (f)  In  any  case  where  a  church  or  qualified  church-controlled 

note.  organization  makes  an  election  under  section  3121(w)  of  the  Internal 

Ante,  p.  1128.  Revenue  Code  of  1954,  the  Secretary  of  the  Treasury  shall  refund 
(without  interest)  to  such  church  or  organization  any  taxes  paid 
under  sections  3101  and  3111  of  such  Code  with  respect  to  service 
performed  after  December  31,  1983,  which  is  covered  under  such 
election.  The  refund  shall  be  conditional  upon  the  church  or  organi- 
zation agreeing  to  pay  to  each  employee  (or  former  employee)  the 
portion  of  the  refund  attributable  to  the  tax  imposed  on  such 
employee  (or  former  employee)  under  section  3101,  and  such  em- 
ployee (or  former  employee)  may  not  receive  any  other  refund 
pajonent  of  such  taxes. 

Subtitle  B — Improvements  in  SSI  and  AFDC 

Programs 

PART  1— IMPROVEMENTS  IN  SSI  PROGRAM 

INCREASE  IN  DOLLAR  UMITATIONS  UNDER  ASSETS  TEST 

42  use  1382.  Sec.  2611.  (a)  Section  1611(a)(1)(B)  of  the  Social  Security  Act  is 

amended — 

(1)  by  striking  out  "$2,250"  and  inserting  in  lieu  thereof  "the 
applicable  amount  determined  under  paragraph  (3XA)";  and 

(2)  by  striking  out  "$1,500"  and  inserting  in  lieu  thereof  "the 
applicable  amount  determined  under  paragraph  (3XB)". 

(b)  Section  1611(a)(2)(B)  of  such  Act  is  amended  by  striking  out 
"$2,250"  and  inserting  in  lieu  thereof  "the  applicable  amount  deter- 
mined under  paragraph  (3)(A)". 

(c)  Section  1611(a)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(3)(A)  The  dollar  amount  referred  to  in  clause  (i)  of  paragraph 
(1)(B),  and  in  paragraph  (2)(B),  shall  be  $2,250  prior  to  January  1, 
1985,  and  shall  be  increased  to  $2,400  on  January  1,  1985,  to  $2,550 
on  January  1,  1986,  to  $2,700  on  January  1,  1987,  to  $2,850  on 
January  1,  1988,  and  to  $3,000  on  January  1,  1989. 
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"(B)  The  dollar  amount  referred  to  in  clause  (ii)  of  paragraph 
(IXB),  shall  be  $1,500  prior  to  January  1, 1985,  and  shall  be  increased 
to  $1,600  on  January  1,  1985,  to  $1,700  on  January  1,  1986,  to  $1,800 
on  January  1,  1987,  to  $1,900  on  January  1,  1988,  and  to  $2,000  on 
January  1, 1989.". 

(d)  Section  1621(bX2XB)  of  such  Act  is  amended—  42  USC  I382j. 

(1)  by  striking  out  "$1,500"  and  inserting  in  lieu  thereof  "the 
applicable  amount  determined  under  section  1611(aX3XB)";  and   Ante,  p.  1130. 

(2)  by  striking  out  "$2,250"  and  inserting  in  lieu  thereof  "the 
applicable  amount  determined  under  section  1611(aX3XA)". 


UMITATION  OF  RECOUPMENT  RATE  IN  CASE  OF  OVERPAYMENTS 


Sec.  2612.  (a)  Section  1631(bXl)  of  the  Social  Security  Act  is  ^  ^  use  1383. 
amended — 

(1)  by  inserting  "(A)"  after  "The  Secretary"  in  the  second 
sentence;  and 

(2)  by  striking  out  the  period  at  the  end  of  the  second  sentence 
and  inserting  in  lieu  thereof  the  following:  ",  and  (B)  shall  in 
any  event  make  the  adjustment  or  recovery  (in  the  case  of 
payment  of  more  than  the  correct  amount  of  benefits),  in  the 
case  of  an  individual  or  eligible  spouse  receiving  benefit  pay- 
ments under  this  title  (including  supplementary  payments  of 

the  type  described  in  section  1616(a)  and  payments  pursuant  to  42  USC  I382e. 
an  agreement  entered  into  under  section  212(a)  of  Public  Law 
93-66),  in  amounts  which  in  the  aggregate  do  not  exceed  (for  87  Stat.  155. 
any  month)  the  lesser  of  (i)  the  amount  of  his  or  their  benefit 
under  this  title  for  that  month  or  (ii)  an  amount  equal  to  10 
percent  of  his  or  their  income  for  that  month  (including  such 
benefit  but  excluding  any  other  income  excluded  pursuant  to 
section  1612(b)),  unless  fraud,  willful  misrepresentation,  or  con-  42  USC  1382a. 
cealment  of  material  information  was  involved  on  the  part  of 
the  individual  or  spouse  in  connection  with  the  overpayment,  or 
unless  the  individual  requests  that  such  adjustment  or  recovery 
be  made  at  a  higher  or  lower  rate  and  the  Secretary  determines 
that  adjustment  or  recovery  at  such  rate  is  justified  and  appro- 
priate. The  availability  (in  the  case  of  an  individual  who  has 
been  paid  more  than  the  correct  amount  of  benefits)  of  proce- 
dures for  adjustment  or  recovery  at  a  limited  rate  under  clause 
(B)  of  the  preceding  sentence  shall  not,  in  and  of  itself,  prevent 
or  restrict  the  provision  (in  such  case)  of  more  substantial  relief 
under  clause  (A)  of  such  sentence.", 
(b)  If  an  adjustment  referred  to  in  section  1631(bXl)  of  the  Social  42  USC  1383 
Security  Act  is  in  effect  with  respect  to  an  individual  or  eligible  ^^o^® 
spouse  on  the  effective  date  of  this  subsection,  and  the  amount  of 
such  adjustment  for  a  month  is  greater  than  the  amount  described 
in  section  1631(bXlXBXii)  of  such  Act,  as  added  by  subsection  (a),  the 
Secretary  shall  notify  the  individual  whose  benefits  are  being  ad- 
justed, in  writing,  of  his  or  her  right  to  have  the  adjustment  reduced 
to  the  amount  described  in  such  section  1631(bXlXBXii). 

TREATMENT  OF  OVERPAYMENTS  WHEN  RECIPIENT'S  COUNTABLE  ASSETS 
EXCEED  UMITS  IN  CERTAIN  CASES 


Sec.  2613.  Section  1631(b)  of  the  Social  Security  Act  is  amended— 
(1)  by  redesignating  paragraph  (3)  as  paragraph  (4);  and 
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(2)  by  inserting  after  paragraph  (2)  the  following  new 
paragraph: 

"(3)  If  any  overpayment  with  respect  to  an  individual  (or  an 
individual  and  his  or  her  spouse)  is  attributable  solely  to  the  owner- 
ship or  possession  by  such  individual  (and  spouse  if  any)  of  resources 
having  a  value  which  exceeds  the  applicable  dollar  figure  specified 
42  use  1682.  in  paragraph  (1)(B)  or  (2)(B)  of  section  1611(a)  by  $50  or  less,  such 
individual  (and  spouse  if  any)  shall  be  deemed  for  purposes  of  the 
second  sentence  of  paragraph  (1)  to  have  been  without  fault  in 
connection  with  the  overpayment,  and  no  adjustment  or  recovery 
shall  be  made  under  the  first  sentence  of  such  paragraph,  unless  the 
Secretary  finds  that  the  failure  of  such  individual  (and  spouse  if 
any)  to  report  such  value  correctly  and  in  a  timely  manner  was 
knowing  and  willful.". 

EXCLUSION  OF  UNDERPAYMENTS  FROM  RESOURCES 

Sec.  2614.  Section  1613(a)  of  the  Social  Security  Act  is  amended— 

(1)  by  striking  out  "and"  after  the  semicolon  at  the  end  of 
paragraph  (5); 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (6)  and 
inserting  in  lieu  thereof    and";  and 

(3)  by  inserting  after  paragraph  (6)  the  following  new 
paragraph: 

"(7)  any  amount  received  from  the  United  States  which  is 
attributable  to  underpayments  of  benefits  due  for  one  or  more 
prior  months,  under  this  title  or  title  II,  to  such  individual  (or 
spouse)  or  to  any  other  person  whose  income  is  deemed  to  be 
included  in  such  individual's  (or  spouse's)  income  for  purposes  of 
this  title;  but  the  application  of  this  paragraph  in  the  case  of 
any  such  individual  (and  eligible  spouse  if  any),  with  respect  to 
any  amount  so  received  from  the  United  States,  shall  be  limited 
to  the  first  6  months  following  the  month  in  which  such  amount 
is  received,  and  written  notice  of  this  limitation  shall  be  given 
to  the  recipient  concurrently  with  the  payment  of  such 
amount". 

ADJUSTMENTS  IN  SSI  BENEFITS  ON  ACCOUNT  OF  RETROACTIVE  BENEFITS 

UNDER  TITLE  II 

42  use  i320a-6.       Sec.  2615.  (a)  Section  1127  of  the  Social  Security  Act  is  amended  to 
read  as  follows: 

"adjustments  in  SSI  BENEFITS  ON  ACCOUNT  OF  RETROACTIVE 
BENEFITS  UNDER  TITLE  II 

"Sec.  1127.  (a)  Notwithstanding  any  other  provision  of  this  Act,  in 
any  case  where  an  individual — 
42  use  401.  "(1)  is  entitled  to  benefits  under  title  II  that  were  not  paid  in 

the  months  in  which  they  were  regularly  due;  and 

"(2)  is  an  individual  or  eligible  spouse  eligible  for  supplemen- 
tal security  income  benefits  for  one  or  more  months  in  which 
the  benefits  referred  to  in  clause  (1)  were  regularly  due, 
then  any  benefits  under  title  II  that  were  regularly  due  in  such 
month  or  months,  or  supplemental  security  income  benefits  for  such 
month  or  months,  which  are  due  but  have  not  been  paid  to  such 
individual  or  eligible  spouse  shall  be  reduced  by  an  amount  equal  to 


42  use  1682b. 


42  use  401. 
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so  much  of  the  supplemental  security  income  benefits,  whether  or 

not  paid  retroactively,  as  would  not  have  been  paid  or  would  not  be 

paid  with  respect  to  such  individual  or  spouse  if  he  had  received 

such  benefits  under  title  II  in  the  month  or  months  in  which  they  42  USC  401. 

were  regularly  due. 

"(b)  For  purposes  of  this  section,  the  term  'supplemental  security 
income  benefits'  means  benefits  paid  or  payable  by  the  Secretary 
under  title  XVI,  including  State  supplementary  payments  under  an   42  USC  1381. 
agreement  pursuant  to  section  1616(a)  or  an  administration  agree-   42  USC  I382e. 
ment  under  section  212(b)  of  Public  Law  93-66.  87  Stat  155. 

"(c)  From  the  amount  of  the  reduction  made  under  subsection  (a), 
the  Secretary  shall  reimburse  the  State  on  behalf  of  which  supple- 
mentary payments  were  made  for  the  amount  (if  any)  by  which  such 
State's  expenditures  on  account  of  such  supplementary  payments 
for  the  month  or  months  involved  exceeded  the  expenditures  which 
the  State  would  have  made  (for  such  month  or  months)  if  the 
individual  had  received  the  benefits  under  title  II  at  the  times  they 
were  regularly  due.  An  amount  equal  to  the  portion  of  such  reduc- 
tion remaining  after  reimbursement  of  the  State  under  the  preced- 
ing sentence  shall  be  covered  into  the  general  fund  of  the 
Treasury.". 

(b)  The  amendment  made  by  this  section  shall  apply  for  purposes  Effective  date, 
of  reducing  retroactive  benefits  under  title  II  of  the  Social  Security  42  use  i320a-6 
Act  or  retroactive  supplemental  security  income  benefits  payable 
beginning  with  the  seventh  month  following  the  month  in  which 
this  Act  is  enacted;  except  that  in  the  case  of  retroactive  title  II 
benefits  other  than  those  which  result  from  a  determination  of 
entitlement  following  an  application  for  benefits  under  title  II  or 
from  a  reinstatement  of  benefits  under  title  II  following  a  period  of 
suspension  or  termination  of  such  benefits,  it  shall  apply  when  the 
Secretary  of  Health  and  Human  Services  determines  that  it  is 
administratively  feasible. 

EXCLUSION  FROM  INCOME  OF  CERTAIN  ALASKA  BONUS  PAYMENTS 

Sec.  2616.  (a)  Section  1612(bX2XB)  of  the  Social  Security  Act  is  42  use  I382a. 
amended  to  read  as  follows: 

"(B)  monthly  (or  other  periodic)  payments  received  by  any 
individual,  under  a  program  established  prior  to  July  1,  1973  (or 
any  program  established  prior  to  such  date  but  subsequently 
amended  so  as  to  conform  to  State  or  Federal  constitutional 
standards),  if  (i)  such  payments  are  made  by  the  State  of  which 
the  individual  receiving  such  payments  is  a  resident,  (ii)  eligibil- 
ity of  any  individual  for  such  payments  is  not  based  on  need  and 
is  based  solely  on  attainment  of  age  65  or  any  other  age  set  by 
the  State  and  residency  in  such  State  by  such  individual,  and 
(iii)  on  or  before  September  30,  1985,  such  individual  (I)  first 
becomes  an  eligible  individual  or  an  eligible  spouse  under  this 
title,  and  (II)  satisfies  the  twenty-five-year  residency  require- 
ment of  such  program  as  such  program  was  in  effect  prior  to 
January  1,  1983.". 

(b)  The  amendment  made  by  subsection  (a)  shall  become  effective  Effective  date 
on  the  date  of  the  enactment  of  this  Act.  42  USC  1382a 
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PART  2— IMPROVEMENTS  IN  AFDC  PROGRAM 

GROSS  INCOME  LIMITATION 

42  use  602.  Sec.  2621.  Section  402(a)(18)  of  the  Social  Security  Act  is  amended 

by  striking  out  **150  percent  of  the  State's  standard  of  need"  and 
inserting  in  lieu  thereof  "185  percent  of  the  State's  standard  of 
need". 

WORK  EXPENSE  DEDUCTION 

Sec.  2622.  Section  402(a)(8)(A)(ii)  of  the  Social  Security  Act  is 
amended  by  striking  out  all  that  follows  *'the  first  $75  of  the  total  of 
such  earned  income  for  such  month"  and  inserting  in  lieu  thereof  a 
semicolon. 

CONTINUATION  OF  $30  DISREGARD  FROM  EARNED  INCOME 

Sec.  2623.  (a)  Section  402(a)(8)(A)(iv)  of  the  Social  Security  Act  is 
amended  by  inserting  "(I)"  after  ''equal  to",  and  by  inserting  "(II)" 
after  "plus". 

(b)  Section  402(a)(8)(B)(ii)(I)  of  such  Act  is  amended— 

(1)  by  striking  out  all  that  precedes  "specified  in  subpara- 
graph (A)(ii)"  and  inserting  in  lieu  thereof  the  following: 

"(I)  shall  not  disregard — 

"(a)  under  subclause  (II)  of  subparagraph  (A)(iv),  in  a 
case  where  such  subclause  has  already  been  applied  to 
the  income  of  the  persons  involved  for  four  consecutive 
months  while  they  were  receiving  aid  under  the  plan, 
or 

"(b)  under  subclause  (I)  of  subparagraph  (A)(iv),  in  a 
case  where  such  subclause  has  already  been  applied  to 
the  income  of  the  persons  involved  for  twelve  consecu- 
tive months  while  they  were  receiving  aid  under  the 
plan, 

any  earned  income  of  any  of  the  persons";  and 

(2)  by  striking  out  "and  subparagraph  (A)(iv)  has  not  already 
been  applied  to  their  income  for  four  consecutive  months  while 
they  were  receiving  aid  under  the  plan". 

(c)  Section  402(a)(8)(B)(ii)(II)  of  such  Act  is  amended  by  striking  out 
"shall  not  apply"  where  it  first  appears  and  all  that  follows  down 
through  "any  month  thereafter"  and  inserting  in  lieu  thereof  the 
following:  "shall  not  apply  the  provisions  of  subclause  (II)  of  such 
subparagraph  to  any  month  after  such  month,  or  apply  the  provi- 
sions of  subclause  (I)  of  such  subparagraph  to  any  month  after  the 
eighth  month  following  such  month,  for  so  long  as  he  continues  to 
receive  aid  under  the  plan,  and  shall  not  apply  the  provisions  of 
either  such  subclause  to  any  month  thereafter". 

WORK  TRANSITION  IN  THE  CASE  OF  CERTAIN  FAMILIES  WHO  LOSE  AFDC 
benefits  BECAUSE  OF  EARNED  INCOME 

Sec.  2624.  (a)  Section  402(a)  of  the  Social  Security  Act  is 
amended — 

(1)  by  striking  out  "and"  after  the  semicolon  at  the  end  of 
paragraph  (35); 


PUBLIC  LAW  98-369— JULY  18,  1984 


98  STAT.  1135 


Effective  date. 
42  use  602  note. 


Supra. 


(2)  by  striking  out  the  period  at  the  end  of  paragraph  (36)  and 
inserting  in  Heu  thereof    and";  and 

(3)  by  adding  after  paragraph  (36)  the  following  new 
paragraph: 

"(37)  provide  that,  in  any  case  where  a  family  has  ceased  to 
receive  aid  under  the  plan  because  (by  reason  of  paragraph 
(8)(B)(ii)(II))  the  provisions  of  paragraph  (8)(A)(iv)  no  longer 
apply,  such  family  shall  be  considered  for  purposes  of  title  XIX  42  USC  1396 
to  be  receiving  aid  to  families  with  dependent  children  under 
such  plan  for  a  period  of  9  months  after  the  last  month  for 
which  the  family  actually  received  such  aid;  and  the  State  may 
at  its  option  extend  such  period  by  an  additional  period  of  up  to 
6  months  in  the  case  of  a  family  that  would  be  eligible  during 
such  additional  period  to  receive  aid  under  the  plan  (without 
regard  to  this  paragraph)  if  such  paragraph  (8)(A)(iv)  applied.". 

(b)(1)  The  amendments  made  by  this  section  shall  apply  with 
respect  to  months  beginning  on  or  after  October  1, 1984. 

(2)  Such  amendments  shall  apply  with  respect  to  families 
which  ceased  to  receive  aid  under  the  applicable  State  plan  (for 
the  reason  stated  in  section  402(a)(37)  of  the  Social  Security  Act 
as  added  by  subsection  (a)  of  this  section)  before  October  1,  1984, 
as  well  as  with  respect  to  families  which  cease  to  receive  aid  (for 
that  reason)  on  or  after  that  date;  but  any  family  which  ceased 
to  receive  such  aid  before  that  date,  in  order  to  be  eligible  to  be 
treated  as  receiving  aid  under  the  plan  for  any  period  after 
ceasing  to  receive  such  aid  (as  provided  for  in  such  section 
402(a)(37))— 

(A)  must  make  its  application  for  such  treatment  no  later 
than  the  end  of  the  sixth  month  after  the  month  in  which 
final  regulations  governing  the  application  of  such  section 
402(aX37)  are  promulgated  by  the  Secretary  of  Health  and 
Human  Services  (and  in  the  case  of  any  such  family  the 
term  "last  month  for  which  the  family  actually  received 
such  aid"  as  used  in  such  section  402(aX37)  means  the 
month  before  the  month  in  which  the  family  makes  such 
application); 

(B)  must  be  a  family  that  would  have  been  continuously 
eligible  for  aid  under  the  State  plan  (without  regard  to  the 
amendments  made  by  this  section),  from  the  time  it  ceased 
to  receive  such  aid  to  the  time  of  its  application  under 
subparagraph  (A),  if  section  402(a)(8)(A)(iv)  of  such  Act  ap- 
plied; and 

(C)  must  fully  disclose,  in  its  application  under  subpara- 
graph (A),  any  health  insurance  coverage  which  its  mem- 
bers may  have  in  effect. 


CLARIFICATION  OF  EARNED  INCOME  PROVISION 


Sec.  2625.  (a)  Section  402(aX8)  of  the  Social  Security  Act  is 
amended  by  striking  out  "and"  at  the  end  of  subparagraph  (A),  by 
adding  "and"  at  the  end  of  subparagraph  (B),  and  by  adding  at  the 
end  thereof  the  following  new  subparagraph: 

"(C)  provide  that  in  implementing  this  paragraph  the  term 
'earned  income'  shall  mean  gross  earned  income,  prior  to  any 
deductions  for  taxes  or  for  any  other  purposes;", 
(b)  The  amendments  made  by  subsection  (a)  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 
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EXCLUSION  OF  BURIAL  PLOTS,  FUNERAL  AGREEMENTS,  AND  CERTAIN 
PROPERTY  FROM  LIMITATION  ON  FAMILY  RESOURCES 

42  use  602.  Sec.  2626.  Section  402(a)(7)(B)  of  the  Social  Security  Act  is 

amended  by  inserting  **(i)"  after  "for  purposes  of  this  subpara- 
graph", and  by  inserting  before  the  semicolon  at  the  end  thereof  the 
following:  (ii)  under  regulations  prescribed  by  the  Secretary, 
burial  plots  (one  for  each  such  child,  relative,  and  other  individual), 
and  funeral  agreements  or  (iii)  for  such  period  or  periods  of  time  as 
the  Secretary  may  prescribe,  real  property  which  the  family  is 
making  a  good-faith  effort  to  dispose  of,  but  any  aid  payable  to  the 
family  for  any  such  period  shall  be  conditioned  upon  such  disposal, 
and  any  payments  of  such  aid  for  that  period  shall  (at  the  time  of 
the  disposal)  be  considered  overpayments  to  the  extent  that  they 
would  not  have  been  made  had  the  disposal  occurred  at  the  begin- 
ning of  the  period  for  which  the  payments  of  such  aid  were  made". 

federal  MATCHING  FOR  EXPENSES  INCURRED  BY  STATES  IN  REIMBURS- 
ING AFDC  RECIPIENTS  FOR  TRANSPORTATION  AND  DAY  CARE  COSTS  AT- 
TRIBUTABLE TO  PARTICIPATION  IN  CWEP 

Sec.  2627.  Section  409(a)(1)(F)  of  the  Social  Security  Act  is 
amended — 

(1)  by  inserting  **(i)  except  as  provided  in  clause  (ii)"  after 
"that";  and 

(2)  by  inserting  before  the  period  at  the  end  thereof  the 
following:  and  (ii)  to  the  extent  that  the  State  is  unable  to 
provide  for  the  costs  involved  through  the  furnishing  of  services 
directly  to  the  individuals  participating  in  the  program,  partici- 
pants who  are  recipients  of  aid  under  the  State's  plan  approved 
under  section  402  will  instead  be  reimbursed  for  transportation 
costs  directly  related  to  their  participation  in  the  program  (in 
amounts  equal  to  the  cost  of  transportation  by  the  most  appro- 
priate means  as  determined  by  the  State  agency),  and  for  day 
care  expenses  directly  attributable  to  such  participation  (in 
amounts  determined  by  the  State  agency  to  be  reasonable, 
necessary,  and  cost-effective  but  not  in  excess  of  the  comparable 
maximum  day  care  deduction  allowed  under  section 
402(a)(8)(A)(iii)  for  recipients  of  aid  under  the  plan  generally); 
and  amounts  paid  as  reimbursement  to  participants  under 
clause  (i)  or  (ii)  shall  be  considered,  for  purposes  of  section 
403(a),  to  be  expenditures  made  for  the  proper  and  efficient 
administration  of  the  State's  plan  approved  under  section  402". 

MONTHLY  REPORTING  AND  RETROSPECTIVE  BUDGETING 

42  use  602.  Sec.  2628.  (a)  Section  402(a)(13)  of  the  Social  Security  Act  is 

amended — 

(1)  by  striking  out  "provide  that — "  and  inserting  in  lieu 
thereof  "with  respect  to  families  who  are  required  to  report 
monthly  to  the  State  agency  pursuant  to  paragraph  (14)  (and  at 
the  option  of  the  State  with  respect  to  other  families),  provide 
that — ";  and 

(2)  by  striking  out  "but  only  where  the  Secretary  determines 
it  to  be  appropriate"  in  subparagraphs  (A)  and  (B)  and  inserting 
in  lieu  thereof  "(but  only  where  the  Secretary  determines  it  to 
be  appropriate,  in  the  case  of  families  who  are  required  to 
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report  monthly  to  the  State  agency  pursuant  to  paragraph 
(14))". 

(b)  Section  402(a)(14)  of  such  Act  is  amended—  42  USC  602. 

(1)  by  striking  out  "(A)  provide  that"  and  inserting  in  lieu 
thereof  "with  respect  to  families  in  the  category  of  recent  work 
history  or  earned  income  cases  (and  at  the  option  of  the  State 
with  respect  to  families  in  other  categories),  provide  (A)  that"; 

(2)  by  striking  out  "with  the  prior  approval  of  the  Secretary" 
and  inserting  in  lieu  thereof  "(with  the  prior  approval  of  the 
Secretary  in  recent  work  history  and  earned  income  cases)"; 
and 

(3)  by  striking  out  "upon  the  State's  showing  to  the  satisfac- 
tion of  the  Secretary  that"  and  inserting  in  lieu  thereof  "upon  a 
determination  that". 

(c)  Section  402(a)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  (after  and  below  paragraph  (37),  as  added  by  section 
2624(a)  of  this  Act)  the  following  new  sentence:  "The  Secretary  may 
waive  any  of  the  requirements  imposed  under  or  in  connection  with 
paragraphs  (13)  and  (14)  of  this  subsection  to  the  extent  necessary  to 
make  such  requirements  compatible  with  the  corresponding  report- 
ing and  budgeting  requirements  by  the  Food  Stamp  Act  of  1977.".   7  USC  20ii. 

TREATMENT  OF  EARNED  INCOME  TAX  CREDIT  IN  DETERMINING 
COUNTABLE  INCOME 

Sec.  2629.  Section  402(d)(1)  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 

"(1)  For  purposes  of  paragraphs  (7)  and  (8)  of  subsection  (a),  any 
refund  of  Federal  income  taxes  made  by  reason  of  section  32  of  the 
Internal  Revenue  Code  of  1954  (relating  to  earned  income  credit)   Ante,  p.  826. 
and  any  payment  made  by  an  employer  under  section  3507  of  such 
Code  (relating  to  advance  payment  of  earned  income  credit)  shall  be   26  USC  3507. 
considered  earned  income.". 


FEDERALLY  ASSISTED  PILOT  PROJECTS  TO  DEMONSTRATE  ONE-STOP 
SERVICE  DEUVERY  SYSTEMS 

Sec.  2630.  Part  A  of  title  XI  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  new  section: 

"pilot  projects  to  demonstrate  the  USE  OF  integrated  service 

DELIVERY  systems  FOR  HUMAN  SERVICES  PROGRAMS 

"Sec.  1136.  (a)  In  order  to  develop  and  demonstrate  ways  of  42  USC  i320b-6. 
improving  the  delivery  of  services  to  individuals  and  families  who 
need  them  under  the  various  human  services  programs,  by  eliminat- 
ing programmatic  fragmentation  and  thereby  assuring  that  an  ap- 
plicant for  services  under  any  one  such  program  will  be  informed  of 
and  have  access  to  all  of  the  services  which  may  be  available  to  him 
or  his  family  under  the  other  human  services  programs  being 
carried  out  in  the  community  involved,  any  State  having  an  ap- 
proved plan  under  part  A  of  title  IV  may,  subject  to  the  provisions  of  42  USC  601. 
this  section,  establish  and  conduct  one  or  more  pilot  projects  to 
demonstrate  the  use  of  integrated  service  delivery  systems  for 
human  services  programs  in  that  State  or  in  one  or  more  political 
subdivisions  thereof. 
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"(b)  The  integration  of  service  delivery  systems  for  human  serv- 
ices programs  in  any  State  or  locality  under  a  pilot  project  estab- 
lished under  this  section  shall  involve  or  include — 

"(1)  the  development  of  a  common  set  of  terms  for  use  in  all  of 
the  human  services  programs  involved; 

"(2)  the  development  for  each  applicant  of  a  single  compre- 
hensive family  profile  which  is  suitable  for  use  under  all  of  the 
human  services  programs  involved; 

"(3)  the  establishment  and  maintenance  of  a  single  resources 
directory  by  which  the  citizens  of  the  community  involved  may 
be  informed  of  and  gain  access  to  the  services  which  are  avail- 
able under  all  such  programs; 

"(4)  the  development  of  a  unified  budget  and  budgeting  proc- 
ess, and  a  unified  accounting  system,  with  standardized  audit 
procedures; 

"(5)  the  implementation  of  unified  planning,  needs  assess- 
ment, and  evaluation; 

"(6)  the  consolidation  of  agency  locations  and  related  trans- 
portation services; 

"(7)  the  standardization  of  procedures  for  purchasing  services 
from  nongovermental  sources; 

"(8)  the  creation  of  communications  linkages  among  agencies 
to  permit  the  serving  of  individual  and  family  needs  across 
program  and  agency  lines; 

"(9)  the  development,  to  the  maximum  extent  possible,  of 
uniform  application  and  eligibility  determination  procedures; 
and 

"(10)  any  other  methods,  arrangements,  and  procedures  which 
the  Secretary  determines  are  necessary  or  desirable  for,  and 
consistent  with,  the  establishment  and  operation  of  an  inte- 
grated service  delivery  system. 
"(c)(1)  Any  State  which  desires  to  establish  and  conduct  a  pilot 
project  under  this  section,  after  having  published  a  description  of 
the  proposed  project  and  invited  comments  thereon  from  interested 
persons  in  the  community  or  communities  which  would  be  affected, 
shall  submit  an  application  to  the  Secretary  (in  such  form  and 
containing  such  information  as  the  Secretary  may  require)  within  6 
months  after  the  date  of  the  enactment  of  this  section.  The  proposed 
project  may  be  statewide  in  operation  or  may  be  limited  to  one  or 
more  political  subdivisions  of  the  State;  and  the  application  shall  in 
any  event  include  or  be  accompanied  by  satisfactory  assurances  that 
the  project  as  proposed  would  be  permitted  under  applicable  State 
and  local  law. 

"(2)  The  Secretary  shall  consider  all  applications  and  accompany- 
ing comments  and  materials  which  are  submitted  under  paragraph 
(1),  and,  no  later  than  9  months  after  the  date  of  the  enactment  of 
this  section,  shall  approve  no  fewer  than  3  nor  more  than  5  of  the 
proposed  projects  (including  one  such  project  to  be  operated  on  a 
statewide  basis).  In  considering  and  approving  such  applications  the 
Secretary  shall  take  into  account  the  size  and  characteristics  of  the 
population  that  would  be  served  by  each  proposed  project,  the 
desirability  of  wide  geographic  distribution  among  the  projects,  the 
number  and  nature  of  the  human  services  programs  which  are  in 
active  operation  in  the  various  communities  involved,  and  such 
other  factors  as  may  tend  to  indicate  whether  or  not  a  particular 
proposed  project  would  provide  a  useful  and  effective  demonstration 
of  the  value  of  an  integrated  service  delivery  system.  Each  project 
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approved  under  this  paragraph  shall  be  deemed  for  purposes  of  this 
section  to  begin  on  the  first  day  of  the  month  following  the  month  in 
which  the  application  with  respect  to  such  project  is  approved. 

"(3)  The  Secretary  shall  approve  any  application  for  a  project 
under  this  section  only  after  determining  that  the  conduct  of  such 
project  will  not  lower  or  restrict  the  levels  of  aid,  assistance,  bene- 
fits, or  services,  or  the  income  or  resource  standards,  deductions,  or 
exclusions,  under  any  of  the  human  services  programs  involved,  and 
will  not  delay  the  provision  of  aid,  assistance,  benefits,  or  services 
under  any  of  such  programs. 

"(d)(1)  Any  State  whose  application  is  approved  under  subsection 
(c)  may  submit  to  the  Secretary  a  request  for  the  waiver  of  any 
requirement  which  would  otherwise  apply  with  respect  to  the  pro- 
posed project  under  any  of  the  laws  governing  the  human  services 
programs  to  be  included  in  the  project;  and — 

"(A)  if  the  law  involved  is  within  the  jurisdiction  of  the 
Secretary  and  authority  to  grant  the  waiver  involved  is  other- 
wise available  to  the  Secretary  under  this  title,  title  IV,  or  any  42  USC  601. 
other  provision  of  law,  the  Secretary  shall  approve  such  request 
upon  a  determination  that  the  waiver  is  necessary  for  the 
project  to  provide  a  useful  and  effective  demonstration  of  the 
value  of  an  integrated  service  delivery  system;  and 

"(B)  if  the  law  involved  is  within  the  jurisdiction  of  a  Federal 
agency  other  than  the  Department  of  Health  and  Human  Serv- 
ices and  authority  to  grant  the  waiver  involved  is  available  to 
the  head  of  such  other  agency  under  that  law  or  any  other 
provision  of  law,  the  Secretary  shall  transmit  such  request  (on 
behalf  of  the  requesting  State)  to  the  head  of  such  other  agency, 
who  shall  approve  such  request  upon  a  determination  that  the 
waiver  is  necessary  for  the  project  to  provide  a  useful  and 
effective  demonstration  of  the  value  of  an  integrated  service 
delivery  system  and  who  shall  certify  such  approval  to  the 
Secretary. 

"(2)  If  under  the  law  governing  any  of  the  human  services  pro-  Public 
grams  included  within  a  project  there  are  provisions  establishing  information, 
safeguards  which  limit  or  restrict  the  use  or  disclosure  of  informa- 
tion (concerning  applicants  for  or  recipients  of  benefits  or  services) 
which  has  been  obtained  or  developed  by  the  agency  involved  in  the 
conduct  of  that  program,  and  a  waiver  of  such  provisions  is  granted 
under  paragraph  (1)  in  order  to  make  such  information  available  for 
purposes  of  the  project — 

"(A)  the  State  shall  provide  each  applicant  for  and  recipient 
of  aid,  assistance,  benefits,  or  services  under  the  proposed  inte- 
grated service  delivery  system  with  a  clear  and  readily  compre- 
hensible notice  that  such  information  may  be  disclosed  to  and 
used  by  project  personnel,  or  exchanged  with  the  other  agencies 
having  responsibility  for  human  services  programs  included 
within  the  project; 

"(B)  the  State  shall  take  such  steps  as  may  be  necessary  to 
ensure  that  the  information  disclosed  will  be  used  only  for 
purposes  of,  and  by  persons  directly  connected  with,  such 
project;  and 

"(C)  the  State's  application  with  respect  to  the  project  under 
subsection  (c)  shall  contain  or  be  accompanied  by  satisfactory 
assurances  that  the  preceding  requirements  of  this  paragraph 
will  be  fully  complied  with. 
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"(e)  The  Secretary  shall  from  time  to  time  pay  to  each  State  which 
has  an  approved  pilot  project  under  this  section,  in  such  manner  and 
according  to  such  schedule  as  may  be  agreed  upon  by  the  Secretary 
and  such  State,  amounts  equal  in  the  aggregate  to— 

"(1)  90  percent  of  the  costs  incurred  by  such  State  and  its 
political  subdivisions  in  carrying  out  such  project  during  the 
first  18  months  after  the  date  on  which  the  project  begins, 
"(2)  80  percent  of  any  such  costs  incurred  during  the  12-month 
period  beginning  with  the  nineteenth  month  after  such  date, 
and 

"(3)  70  percent  of  any  such  costs  incurred  during  the  12-month 
period  beginning  with  the  thirty-first  month  after  such  date. 

"(f)(1)  For  purposes  of  this  section,  the  term  'human  services 
program'  includes  the  program  of  aid  to  families  with  dependent 
children  under  part  A  of  title  IV,  the  supplemental  security  income 
benefits  program  under  title  XVI,  the  Federal  food  stamp  program, 
and  any  other  Federal  or  federally  assisted  program  (other  than  a 
program  under  the  Rehabilitation  Act  of  1973)  which  provides  aid, 
assistance,  or  benefits  based  wholly  or  partly  on  need  or  on  income- 
related  qualifications  to  specified  classes  or  types  of  individuals  or 
families  or  which  is  designed  to  help  in  crisis  or  emergency  situa- 
tions by  meeting  the  basic  human  needs  of  individuals  or  families 
whose  own  resources  are  insufficient  for  that  purpose. 

"(2)  In  carrying  out  this  section  the  Secretary  shall  regularly 
consult  with  the  Secretary  of  Labor,  the  Secretary  of  Agriculture, 
the  Secretary  of  Housing  and  Urban  Development,  and  the  head  of 
any  other  Federal  agency  having  jurisdiction  over  or  responsibility 
for  one  or  more  human  services  programs,  in  order  to  ensure  that 
the  administrative  efforts  of  the  various  agencies  involved  are  co- 
ordinated with  respect  to  all  of  the  pilot  projects  being  carried  out 
under  this  section. 

"(g)  The  Secretary  shall  require  each  State  which  is  carrying  out  a 
pilot  project  under  this  section  to  submit  periodic  reports  on  the 
progress  of  such  project,  giving  particular  attention  to  the  cost- 
effectiveness  of  the  integrated  service  delivery  system  involved  and 
the  extent  to  which  such  system  is  improving  the  delivery  of  serv- 
ices. No  pilot  project  under  this  section  shall  be  conducted  for  a 
period  of  longer  than  42  months.  The  first  such  report  shall  be 
submitted  no  later  than  3  months  after  the  date  on  which  the 
project  begins. 

"(h)  The  Secretary  shall  from  time  to  time  submit  to  the  Congress 
a  report  on  the  progress  and  current  status  of  each  of  the  approved 
pilot  projects  under  this  section.  Each  such  report  shall  reflect  the 
periodic  reports  theretofore  submitted  to  the  Secretary  by  the  States 
involved  under  subsection  (g),  and  shall  contain  such  additional 
comments,  findings,  and  recommendations  with  respect  to  the  oper- 
ation of  the  program  under  this  section  as  the  Secretary  may 
determine  to  be  appropriate. 

"(i)  The  Comptroller  General  shall,  at  such  time  or  times  as  he 
determines  to  be  appropriate,  review  and  evaluate  any  or  all  of  the 
pilot  projects  undertaken  pursuant  to  this  section,  and  shall  from 
time  to  time  report  to  the  Congress  on  the  results  of  such  reviews 
and  evaluations  together  with  his  findings  and  recommendations 
with  respect  thereto. 

"(j)  There  are  authorized  to  be  appropriated,  for  the  four-fiscal- 
year  period  beginning  with  the  fiscal  year  1985,  such  sums,  not  to 
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exceed  $8,000,000  in  the  aggregate,  as  may  be  necessary  to  carry  out 
this  section.". 

EXEMPTION  OF  CERTAIN  PREGNANT  WOMEN  FROM  REGISTRATION  FOR 
WORK  OR  TRAINING 

Sec.  2631.  Section  402(a)(19)(A)  of  the  Social  Security  Act  is  42  use  602. 
amended — 

(1)  by  striking  out  "or"  at  the  end  of  clause  (vii); 

(2)  by  adding  "or"  after  the  semicolon  at  the  end  of  clause 
(viii);  and 

(3)  by  inserting  immediately  after  clause  (viii)  the  following 
new  clause: 

"(ix)  a  woman  who  is  pregnant  if  it  has  been  medically 
verified  that  the  child  is  expected  to  be  born  in  the  month 
in  which  such  registration  would  otherwise  be  required  or 
within  the  3-month  period  immediately  following  such 
month;". 

TREATMENT  OF  NONRECURRING  LUMP  SUM  INCOME 

Sec.  2632.  (a)  Section  402(aX17)  of  the  Social  Security  Act  is 
amended  by  adding  at  the  end  thereof  (after  and  below  subpara- 
graph (B))  the  following: 

"except  that  the  State  may  at  its  option  recalculate  the  period 
of  ineligibility  otherwise  determined  under  subparagraph  (A) 
(but  only  with  respect  to  the  remaining  months  in  such  period) 
in  any  one  or  more  of  the  following  cases:  (i)  an  event  occurs 
which,  had  the  family  been  receiving  aid  under  the  State  plan 
for  the  month  of  the  occurrence,  would  result  in  a  change  in  the 
amount  of  aid  payable  for  such  month  under  the  plan,  or  (ii)  the 
income  received  has  become  unavailable  to  the  members  of  the 
family  for  reasons  that  were  beyond  the  control  of  such  mem- 
bers, or  (iii)  the  family  incurs,  becomes  responsible  for,  and  pays 
medical  expenses  (as  allowed  by  the  State)  in  a  month  of 
ineligibility  determined  under  subparagraph  (A)  (which  ex- 
penses may  be  considered  as  an  offset  against  the  amount  of 
income  received  in  the  first  month  of  such  ineligibility);", 
(b)  Section  402(a)(17)  of  such  Act  is  further  amended— 

(1)  by  striking  out  "a  person  specified  in  paragraph  (8XA)  (i)  or 
(ii)"  in  the  matter  preceding  subparagraph  (A)  and  inserting  in 
lieu  thereof  "a  child  or  relative  applying  for  or  receiving  aid  to 
families  with  dependent  children,  or  any  other  person  whose 
need  the  State  considers  when  determining  the  income  of  a 
family,";  and 

(2)  effective  on  the  date  of  the  enactment  of  this  Act,  by 
striking  out  "an  amount  of  income"  in  the  matter  preceding 
subparagraph  (A)  and  inserting  in  lieu  thereof  "an  amount  of 
earned  or  unearned  income". 

WAIVER  OF  OVERPAYMENT  RECOUPMENT  WHEN  COST  OF  COLLECTION 
WOULD  EXCEED  AMOUNT  DUE 

Sec.  2633.  (a)  Section  402(a)(22)  of  the  Social  Security  Act  is 
amended  by  adding  at  the  end  thereof  (after  and  below  subpara- 
graph (O)  the  following: 
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"except  that  no  recovery  need  be  attempted  or  carried  out 
under  subparagraph  (B)  in  any  case,  other  than  a  case  involving 
fraud  on  the  part  of  the  recipient,  where  (as  determined  by  the 
State  agency  in  accordance  with  criteria  for  determining  cost- 
effectiveness,  and  with  dollar  limitations,  which  shall  be  pre- 
scribed by  the  Secretary  in  regulations)  the  cost  of  recovery 
would  equal  or  exceed  the  amount  of  the  overpayment 
involved;". 

42  use  602.  (b)  Section  402(a)(22)(A)  of  such  Act  is  amended  by  inserting  after 

"current  recipient  of  such  aid"  the  following:  "(including  a  current 
recipient  whose  overpayment  occurred  during  a  prior  period  of 
eligibility)". 

EXCEPTIONS  TO  REQUIREMENTS  FOR  PROTECTIVE  PAYMENTS 

Sec.  2634.  (a)  Section  402(a)(19)(F)(i)  of  the  Social  Security  Act  is 
amended  by  striking  out  "will  be  made"  and  inserting  in  lieu 
thereof  "will  be  made  unless  the  State  agency,  after  making  reason- 
able efforts,  is  unable  to  locate  an  appropriate  individual  to  whom 
such  payments  can  be  made". 

(b)  Section  402(a)(26)(B)  of  such  Act  is  amended  by  inserting  before 
the  semicolon  at  the  end  thereof  the  following:  "unless  the  State 
agency,  after  making  reasonable  efforts,  is  unable  to  locate  an 
appropriate  individual  to  whom  such  payments  can  be  made". 

ELIGIBILITY  REQUIREMENTS  FOR  ALIENS 

42  use  615.  Sec.  2635.  Section  415(c)(1)  of  the  Social  Security  Act  is  amended 

by  striking  out  "Any  individual"  and  all  that  follows  down  through 
"be  required  to  provide"  where  it  first  appears  and  inserting  in  lieu 
thereof  the  following:  "Any  individual  who  is  an  alien  and  whose 
sponsor  was  a  public  or  private  agency  shall  be  ineligible  for  aid 
under  a  State  plan  approved  under  this  part  during  the  period  of 
three  years  after  his  or  her  entry  into  the  United  States,  unless  the 
State  agency  administering  such  plan  determines  that  such  sponsor 
either  no  longer  exists  or  has  become  unable  to  meet  such  individ- 
ual's needs;  and  such  determination  shall  be  made  by  the  State 
agency  based  upon  such  criteria  as  it  may  specify  in  the  State  plan, 
and  upon  such  documentary  evidence  as  it  may  therein  require.  Any 
such  individual,  and  any  other  individual  who  is  an  alien  (as  a 
condition  of  his  or  her  eligibility  for  aid  under  a  State  plan  approved 
under  this  part  during  the  period  of  three  years  after  his  or  her 
entry  into  the  United  States),  shall  be  required  to  provide". 

PROVISION  BY  STATE  AGENCIES  OF  INFORMATION  REGARDING  FUGITIVE 

FELONS 

42  use  602.  Sec.  2636.  Section  402(a)(9)  of  the  Social  Security  Act  is  amended 

by  inserting  before  the  semicolon  at  the  end  thereof  the  follow- 
ing: ";  but  such  safeguards  shall  not  prevent  the  State  agency  or  the 
local  agency  responsible  for  the  administration  of  the  State  plan  in 
the  locality  (whether  or  not  the  State  has  enacted  legislation  allow- 
ing public  access  to  Federal  welfare  records)  from  furnishing  a  State 
or  local  law  enforcement  officer,  upon  his  request,  with  the  current 
address  of  any  recipient  if  the  officer  furnishes  the  agency  with  such 
recipient's  name  and  social  security  account  number  and  satisfacto- 
rily demonstrates  that  such  recipient  is  a  fugitive  felon,  that  the 
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location  or  apprehension  of  such  felon  is  within  the  officer's  official 
duties,  and  that  the  request  is  made  in  the  proper  exercise  of  those 
duties". 

PAYMENT  SCHEDULE  FOR  REIMBURSEMENT  OF  CERTAIN  BACK  CLAIMS 

DUE  THE  STATES 

Sec.  2637.  The  pajnnent  schedule  contemplated  by  section  136  of 
Public  Law  97-276  for  reimbursement  of  expenditures  described  in   96  Stat.  1197. 
that  section  is  hereby  established  as  follows: 

(1)  For  expenditures  identified  in  the  decree  entered  by  the 
United  States  District  Court  for  the  District  of  Columbia  on 
July  21,  1983,  in  the  case  of  State  of  Connecticut  v.  Heckler,  No. 
81-2237,  and  allowed  by  the  Secretary  of  Health  and  Human 
Services  prior  to  the  date  of  the  enactment  of  this  Act,  payment 
shall  be  made,  by  supplemental  grant  award  or  otherwise, 
within  30  days  after  the  date  of  the  enactment  of  this  Act;  and 

(2)  for  any  other  expenditure  described  in  such  section  136 
which  was  identified  in  such  decree  or  in  any  other  decree 
entered  by  a  Federal  court  in  a  suit  (with  respect  to  such  an 
expenditure)  filed  prior  to  September  30,  1982,  payment  shall  be 
made,  by  supplemental  grant  award  or  otherwise,  as  soon  as  the 
expenditure  or  portion  thereof  involved  is  finally  determined  by 
the  Secretary  to  be  an  allowable  claim  under  the  substantive 
provisions  of  the  applicable  title  of  the  Social  Security  Act.   42  use  1305. 

MODIFICATION  OF  REQUIREMENTS  FOR  WORK  SUPPLEMENTATION 

PROGRAM 

Sec.  2638.  (aXD  Section  414(b)(6)  of  the  Social  Security  Act  is  42  use  6i4. 
amended — 

(A)  by  inserting  "(A)"  before  "may";  and 

(B)  by  inserting     and  (B)  during  one  or  more  of  the  first  nine 
months  of  an  individual's  employment  pursuant  to  a  program 
under  this  section,  may  apply  to  the  wages  of  the  individual  the 
provisions  of  section  402(aX8XAXiv)  without  regard  to  the  provi-  42  use  602. 
sions  of  (BXiiXII)  of  such  section"  before  the  period. 

(2)  Section  414(cX3)  of  such  Act  is  amended — 

(A)  by  inserting  "or"  after  the  semicolon  in  subparagraph  (A); 

(B)  by  striking  out  "a  public  or  nonprofit  entity"  in  subpara- 
graph (B)  and  inserting  in  lieu  thereof  "any  other  employer"; 

(C)  by  striking  out  ";  or"  in  subparagraph  (B)  and  inserting  in 
lieu  thereof  a  period;  and 

(D)  by  striking  out  subparagraph  (C). 

(3)  Section  414(d)  of  such  Act  is  amended — 

(A)  by  striking  out  "for  any  quarter  for  expenditures  incurred 
in  operating"  and  inserting  in  lieu  thereof  "for  expenditures 
incurred  in  making  payments  to  individuals  and  employers 
under";  and 

(B)  by  striking  out  all  after  "equal  to  the"  and  inserting  in 
lieu  thereof  "amount  which  would  otherwise  be  payable  under 
such  section  if  the  family  of  each  individual  employed  in  the 
program  established  in  such  State  under  this  section  had 
received  the  maximum  amount  of  aid  payable  under  the  State 
plan  to  such  a  family  with  no  income  (without  regard  to  adjust- 
ments under  subsection  (b)  of  this  section)  for  a  period  of 
months  equal  to  the  lesser  of  (1)  nine  months,  or  (2)  the  number 
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of  months  in  which  such  individual  was  employed  in  such 
program.". 

42  use  614.  (4)  Section  414(h)  of  such  Act  is  amended  by  inserting  "(except 

during  any  period  in  which  such  individual  is  employed  under  such 
work  supplementation  program)"  before  the  period. 
26  use  51.  (b)  Section  51(c)(2)  of  the  Internal  Revenue  Code  of  1954  is 

amended  to  read  as  follows: 

"(2)  On-the-job  training  and  work  supplementation  pay- 
ments.— 

"(A)  Exclusion  for  employers  receiving  on-the-job 
TRAINING  PAYMENTS.— The  term  'wages'  shall  not  include 
any  amounts  paid  or  incurred  by  an  employer  for  any 
period  to  any  individual  for  whom  the  employer  receives 
federally  funded  payments  for  on-the-job  training  of  such 
individual  for  such  period. 

"(B)  Reduction  for  work  supplementation  payments 
TO  EMPLOYERS. — The  amount  of  wages  which  would  (but  for 
this  subparagraph)  be  qualified  wages  under  this  section  for 
an  employer  with  respect  to  an  individual  for  a  taxable  year 
shall  be  reduced  by  an  amount  equal  to  the  amount  of  the 
payments  made  to  such  employer  (however  utilized  by  such 
employer)  with  respect  to  such  individual  for  such  taxable 
year  under  a  program  established  under  section  414  of  the 
42  use  614.  Social  Security  Act.". 

Effective  date.  (cXD  The  amendments  made  by  subsection  (a)  shall  become  effec- 
42  use  614  note,    tive  on  the  date  of  the  enactment  of  this  Act. 

26  use  51  note.  (2)  The  amendments  made  by  subsection  (b)  shall  apply  with 
respect  to  payments  made  on  or  after  the  date  of  the  enactment  of 
this  Act. 

3-YEAR  EXTENSION  OF  PROVISIONS  FOR  DISREGARDING  IN-KIND 
ASSISTANCE 

42  use  602.  Sec.  2639.  (a)  Section  402(a)(36)  of  the  Social  Security  Act  is 

amended  to  read  as  follows: 

"(36)  provide,  at  the  option  of  the  State,  that  in  making  the 
determination  for  any  month  under  paragraph  (7),  the  State 
agency  shall  not  include  as  income  any  support  or  maintenance 
assistance  furnished  to  or  on  behalf  of  the  family  which  (as 
determined  under  regulations  of  the  Secretary  by  such  State 
agency  as  the  chief  executive  officer  of  the  State  may  designate) 
is  based  on  need  for  such  support  and  maintenance,  including 
£issistance  received  to  assist  in  meeting  the  costs  of  home  energy 
(including  both  heating  and  cooling),  and  which  is  (A)  assistance 
furnished  in  kind  by  a  private  nonprofit  agency,  or  (B)  assist- 
ance furnished  by  a  supplier  of  home  heating  oil  or  gas,  by  an 
entity  whose  revenues  are  primarily  derived  on  a  rate-of-return 
basis  regulated  by  a  State  or  Federal  governmental  entity,  or  by 
a  municipal  utility  providing  home  energy.". 

42  use  1382a.  (b)  Section  1612(b)(13)  of  such  Act  is  amended  to  read  as  follows: 
"(13)  any  support  or  maintenance  assistance  furnished  to  or 
on  behalf  of  such  individual  (and  spouse  if  any)  which  (as 
determined  under  regulations  of  the  Secretary  by  such  State 
agency  as  the  chief  executive  officer  of  the  State  may  designate) 
is  based  on  need  for  such  support  or  maintenance,  including 
assistance  received  to  assist  in  meeting  the  costs  of  home  energy 
(including  both  heating  and  cooling),  and  which  is  (A)  assistance 
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furnished  in  kind  by  a  private  nonprofit  agency,  or  (B)  assist- 
ance furnished  by  a  suppUer  of  home  heating  oil  or  gas,  by  an 
entity  providing  home  energy  whose  revenues  are  primarily 
derived  on  a  rate-of-return  basis  regulated  by  a  State  or  Federal 
governmental  entity,  or  by  a  municipal  utility  providing  home 
energy.". 

(c)  (1)  Section  545  of  the  Surface  Transportation  Assistance  Act  of 
1982  is  amended  by  striking  out  subsections  (a),  (b),  and  (c). 

(2)  Section  404  of  the  Social  Security  Amendments  of  1983  is 
repealed. 

(d)  The  amendments  made  by  this  section  shall  be  effective  with 
respect  to  months  which  begin  after  September  30,  1984;  but  sections 
402(a)(36)  and  1612(b)(13)  of  the  Social  Security  Act  (as  amended  by 
subsections  (a)  and  (b)  of  this  section)  shall  be  effective  only  with 
respect  to  months  which  end  before  October  1, 1987. 


42  use  1382a, 
602,  602  note. 

42  use  1382a, 
602,  602  note. 

Effective  date. 
42  use  602  note. 


parents  and  siblings  of  dependent  child  included  in  afdc 
family;  child  support  payments 

Sec.  2640.  (a)  Section  402(a)  of  the  Social  Security  Act  (as  amended  42  use  602. 
by  section  2624  of  this  Act)  is  further  amended — 

(1)  by  striking  out  "and"  at  the  end  of  paragraph  (36); 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (37)  and 
inserting  in  lieu  thereof    and";  and 

(3)  by  inserting  immediately  after  paragraph  (37)  the  follow- 
ing new  paragraphs: 

(38)  provide  that  in  making  the  determination  under  para- 
graph (7)  with  respect  to  a  dependent  child  and  applying  para- 
graph (8),  the  State  agency  shall  (except  as  otherwise  provided 
in  this  part)  include— 

'  (A)  any  parent  of  such  child,  and 

"(B)  any  brother  or  sister  of  such  child,  if  such  brother  or 
sister  meets  the  conditions  described  in  clauses  (1)  and  (2)  of 
section  406(a),  if  such  parent,  brother,  or  sister  is  living  in  42  USC  606. 
the  same  home  as  the  dependent  child,  and  any  income  of 
or  available  for  such  parent,  brother,  or  sister  shall  be 
included  in  making  such  determination  and  applying  such 
paragraph  with  respect  to  the  family  (notwithstanding  sec- 
tion 205(j),  in  the  case  of  benefits  provided  under  title  II);  42  use  405. 
and 

"(39)  provide  that  in  making  the  determination  under  para- 
graph (7)  with  respect  to  a  dependent  child  whose  parent  or 
legal  guardian  is  under  the  age  selected  by  the  State  pursuant 
to  section  406(a)(2),  the  State  agency  shall  (except  as  otherwise 
provided  in  this  part)  include  any  income  of  such  minor's  own 
parents  or  legal  guardians  who  are  living  in  the  same  home  as 
such  minor  and  dependent  child,  to  the  same  extent  that  income 
of  a  stepparent  is  included  under  paragraph  (31).". 
(b)(1)  Section  457(b)  of  such  Act  is  amended  by  redesignating   42  USC  657. 
paragraphs  (1),  (2),  and  (3)  as  paragraphs  (2),  (3),  and  (4),  respectively, 
and  by  inserting  immediately  before  the  paragraph  redesignated  as 
paragraph  (2)  the  following  new  paragraph: 

"(1)  the  first  $50  of  such  amounts  as  are  collected  periodically 
which  represent  monthly  support  payments  shall  be  paid  to  the 
family  without  affecting  its  eligibility  for  assistance  or  decreas- 
ing any  amount  otherwise  payable  as  assistance  to  such  family 
during  such  month;". 
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42  use  657.  (2)  Section  457(b)  of  such  Act,  as  amended  by  paragraph  (1)  of  this 

subsection,  is  further  amended— 

(A)  by  inserting  "which  are  in  excess  of  any  amount  paid  to 
the  family  under  paragraph  (1)  and"  after  "periodically"  in 
paragraph  (2); 

(B)  by  striking  out  "paragraph  (1)"  in  paragraph  (3)  and 
inserting  in  lieu  thereof  "paragraph  (2)";  and 

(C)  by  striking  out  "paragraphs  (1)  and  (2)"  in  paragraph  (4) 
and  inserting  in  lieu  thereof  "paragraphs  (1),  (2),  and  (3)". 

42  use  602.  (c)  Section  402(aX8XA)  of  such  Act  is  amended  by  striking  out 

"and"  after  the  semicolon  at  the  end  of  clause  (iv),  and  by  adding 
after  clause  (v)  the  following  new  clause: 

"(vi)  shall  disregard  the  first  $50  of  any  child  support 
payments  received  in  such  month  with  respect  to  the  de- 
pendent child  or  children  in  any  family  applying  for  or 
receiving  aid  to  families  with  dependent  children  (including 
support  payments  collected  and  paid  to  the  family  under 
section  457(b));  and". 

CWEP  WORK  FOR  FEDERAL  AGENCIES 

Sec.  2641.  (a)  Section  409(a)  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  new  paragraph: 

"(4XA)  Participants  in  community  work  experience  programs 
under  this  section  may,  subject  to  subparagraph  (B),  perform  work 
in  the  public  interest  (which  otherwise  meets  the  requirements  of 
this  section)  for  a  Federal  office  or  agency  with  its  consent,  and, 
notwithstanding  section  1342  of  title  31,  United  States  Code,  or  any 
other  provision  of  law,  such  agency  may  accept  such  services,  but 
such  participants  shall  not  be  considered  to  be  Federal  employees 
for  any  purpose. 

"(B)  Tlie  State  agency  shall  provide  appropriate  workers'  compen- 
sation and  tort  claims  protection  to  each  participant  performing 
work  for  a  Federal  office  or  agency  pursuant  to  subparagraph  (A)  on 
the  same  basis  as  such  compensation  and  protection  are  provided  to 
other  participants  in  community  work  experience  programs  in  the 
State.". 

(b)  The  amendment  made  by  subsection  (a)  shall  become  effective 
on  the  date  of  the  enactment  of  this  Act. 

EARNED  INCOME  OF  FULL-TIME  STUDENTS 

42  use  602.  Sec.  2642.  (a)  Section  402(aX18)  of  the  Social  Security  Act  is 

amended  by  inserting  before  the  semicolon  at  the  end  thereof  the 
following:  ",  except  that  in  determining  the  total  income  of  the 
family  the  State  may  exclude  any  earned  income  of  a  dependent 
child  who  is  a  full-time  student,  in  such  amounts  and  for  such  period 
of  time  (not  to  exceed  6  months)  as  the  State  may  determine". 

(b)  Section  402(aX8XA)  of  such  Act  (as  amended  by  section  2640(c) 
of  this  Act)  is  further  amended  by  striking  out  "and"  after  the 
semicolon  at  the  end  of  clause  (v),  and  by  adding  after  clause  (vi)  the 
following  new  clause: 

"(vii)  may  disregard  all  or  any  part  of  the  earned  income 
of  a  dependent  child  who  is  a  full-time  student  and  who  is 
applying  for  aid  to  families  with  dependent  children,  but 
only  if  the  earned  income  of  such  child  is  excluded  for  such 


42  use  609. 


Effective  date. 
42  use  609  note. 


PUBLIC  LAW  98-369— JULY  18,  1984 


98  STAT.  1147 


month  in  determining  the  family's  total  income  under  para- 
graph (18);  and". 

(c)  The  amendments  made  by  this  section  shall  become  effective   Effective  date. 

June  1,  1984.  42  USC  602  note. 

PART  3— GENERAL  EFFECTIVE  DATE 

GENERAL  EFFECTIVE  DATE 

Sec.  2646.  Except  as  otherwise  specifically  provided  in  this  sub-  42  USC  602  note, 
title,  the  provisions  of  parts  1  and  2  and  the  amendments  made 
thereby  shall  take  effect  on  October  1,  1984. 

Subtitle  C — Implementation  of  Grace 
Commission  Recommendations 


INCOME  AND  ELIGIBILITY  VERIFICATION  PROCEDURES 


Sec.  2651.  (a)  Part  A  of  title  XI  of  the  Social  Security  Act  (a, 
amended  by  section  2630  of  this  Act)  is  further  amended  by  adding 
at  the  end  thereof  the  following  new  section: 


"income  AND  ELIGIBILITY  VERIFICATION  SYSTEM 


'*Sec.  1137.  (a)  In  order  to  meet  the  requirements  of  this  section,  a  42  USC  l320b-7. 
State  must  have  in  effect  an  income  and  eligibility  verification 
system  under  which — 

"(1)  the  State  shall  require,  as  a  condition  of  eligibility  for 
benefits  under  any  program  listed  in  subsection  (b),  that  each 
applicant  for  or  recipient  of  benefits  under  that  program  fur- 
nish to  the  State  his  social  security  account  number  (or  num- 
bers, if  he  has  more  than  one  such  number),  and  the  State  shall 
utilize  such  account  numbers  in  the  administration  of  that 
program  so  as  to  enable  the  association  of  the  records  pertain- 
ing to  the  applicant  or  recipient  with  his  account  number; 

"(2)  wage  information  from  agencies  administering  State  un- 
employment compensation  laws  available  pursuant  to  section 
3304(a)(16)  of  the  Internal  Revenue  Code  of  1954,  wage  informa-   26  USC  3304. 
tion  reported  pursuant  to  paragraph  (3)  of  this  subsection,  and 
wage,  income,  and  other  information  from  the  Social  Security 
Administration  and  the  Internal  Revenue  Service  available 
pursuant  to  section  6103(1)(7)  of  such  Code,  shall  be  requested   Ante,  p.  820. 
and  utilized  to  the  extent  that  such  information  may  be  useful   Post,  p.  1150. 
in  verifying  eligibility  for,  and  the  amount  of,  benefits  available 
under  any  program  listed  in  subsection  (b),  as  determined  by  the 
Secretary  of  Health  and  Human  Services  (or,  in  the  case  of  the 
unemployment  compensation  program,  by  the  Secretary  of 
Labor,  or,  in  the  case  of  the  food  stamp  program,  by  the 
Secretary  of  Agriculture); 

"(3)  employers  in  such  State  are  required,  effective  September 
30,  1988,  to  make  quarterly  wage  reports  to  a  State  agency 
(which  may  be  the  agency  administering  the  State's  unemploy- 
ment compensation  law)  except  that  the  Secretary  of  Labor  (in 
consultation  with  the  Secretary  of  Health  and  Human  Services 
and  the  Secretary  of  Agriculture)  may  waive  the  provisions  of 
this  paragraph  if  he  determines  that  the  State  has  in  effect  ai 


1148  PUBLIC  LAW  98-369— JULY  18,  1984 

alternative  system  which  is  as  effective  and  timely  for  purposes 
of  providing  employment  related  income  and  eligibility  data  for 
the  purposes  described  in  paragraph  (2); 

"(4)  the  State  agencies  administering  the  programs  listed  in 
subsection  (b)  adhere  to  standardized  formats  and  procedures 
established  by  the  Secretary  of  Health  and  Human  Services  (in 
consultation  with  the  Secretary  of  Agriculture)  under  which — 
"(A)  the  agencies  will  exchange  with  each  other  informa- 
tion in  their  possession  which  may  be  of  use  in  establishing 
or  verifying  eligibility  or  benefit  amounts  under  any  other 
such  program; 

"(B)  such  information  shall  be  made  available  to  assist  in 
the  child  support  program  under  part  D  of  title  IV  of  this 
Act,  and  to  assist  the  Secretary  of  Health  and  Human 
Services  in  establishing  or  verifying  eligibility  or  benefit 
amounts  under  titles  II  and  XVI  of  this  Act,  but  subject  to 
the  safeguards  and  restrictions  established  by  the  Secretary 
of  the  Treasury  with  respect  to  information  released  pursu- 
ant to  section  6103(1)  of  the  Internal  Revenue  Code  of  1954; 
and 

"(C)  the  use  of  such  information  shall  be  targeted  to  those 
uses  which  are  most  likely  to  be  productive  in  identifying 
and  preventing  ineligibility  and  incorrect  payments; 
"(5)  adequate  safeguards  are  in  effect  so  as  to  assure  that— 
"(A)  the  information  exchanged  by  the  State  agencies  is 
made  available  only  to  the  extent  necessary  to  assist  in  the 
valid  administrative  needs  of  the  program  receiving  such 
information,  and  the  information  released  pursuant  to  sec- 
tion 6103(1)  of  the  Internal  Revenue  Code  of  1954  is  only 
exchanged  with  agencies  authorized  to  receive  such  infor- 
mation under  such  section  6103(1);  and 

"(B)  the  information  is  adequately  protected  against  un- 
authorized disclosure  for  other  purposes,  as  provided  in 
regulations  established  by  the  Secretary  of  Health  and 
Human  Services,  or,  in  the  case  of  the  unemployment 
compensation  program,  the  Secretary  of  Labor,  or,  in  the 
case  of  the  food  stamp  program,  the  Secretary  of  Agricul- 
ture, or  in  the  case  of  information  released  pursuant  to 
section  6103(1)  of  the  Internal  Revenue  Code  of  1954,  the 
Secretary  of  the  Treasury; 
"(6)  all  applicants  for  and  recipients  of  benefits  under  any 
such  program  shall  be  notified  at  the  time  of  application,  and 
periodically  thereafter,  that  information  available  through  the 
system  will  be  requested  and  utilized;  and 

"(7)  accounting  systems  are  utilized  which  assure  that  pro- 
grams providing  data  receive  appropriate  reimbursement  from 
the  programs  utilizing  the  data  for  the  costs  incurred  in  provid- 
ing the  data. 

"(b)  The  programs  which  must  participate  in  the  income  verifica- 
tion system  are — 

"(1)  the  aid  to  families  with  dependent  children  program 
under  part  A  of  title  IV  of  this  Act; 

"(2)  the  medicaid  program  under  title  XIX  of  this  Act; 
"(3)  the  unemployment  compensation  program  under  section 
3304  of  the  Internal  Revenue  Code  of  1954; 

"(4)  the  food  stamp  program  under  the  Food  Stamp  Act  of 
1977;  and 


PUBLIC  LAW  98-369— JULY  18,  1984 


98  STAT.  1149 


*'(5)  any  State  program  under  a  plan  approved  under  title  I,  X, 
XIV,  or  XVI  of  this  Act.  42  USC  301, 

"(c)(1)  In  order  to  protect  applicants  for  and  recipients  of  benefits  1201, 1351, 1381. 
under  the  programs  identified  in  subsection  (b),  or  under  the  supple- 
mental security  income  program  under  title  XVI,  from  the  improper 
use  of  information  obtained  from  the  Secretary  of  the  Treasury 
under  section  6103(1)(7)(B)  of  the  Internal  Revenue  Code  of  1954,  no  Post,  p.  1150. 
Federal,  State,  or  local  agency  receiving  such  information  may 
terminate,  deny,  suspend,  or  reduce  any  benefits  of  an  individual 
until  such  agency  has  taken  appropriate  steps  to  independently 
verify  information  relating  to — 

"(A)  the  amount  of  the  asset  or  income  involved, 
"(B)  whether  such  individual  actually  has  (or  had)  access  to 
such  asset  or  income  for  his  own  use,  and 

"(C)  the  period  or  periods  when  the  individual  actually  had 
such  asset  or  income. 
"(2)  Such  individual  shall  be  informed  by  the  agency  of  the 
findings  made  by  the  agency  on  the  basis  of  such  verified  informa- 
tion, and  shall  be  given  an  opportunity  to  contest  such  findings,  in 
the  same  manner  as  applies  to  other  information  and  findings 
relating  to  eligibility  factors  under  the  program.". 

(b)  (1)  Section  402(a)(25)  of  the  Social  Security  Act  is  amended  to   42  USC  602. 
read  as  follows: 

"(25)  provide  that  information  is  requested  and  exchanged  for 
purposes  of  income  and  eligibility  verification  in  accordance 
with  a  State  system  which  meets  the  requirements  of  section 
1137  of  this  Act;".  Ante,  p.  1147. 

(2)  Section  402(a)(29)  of  such  Act  is  repealed.  42  USC  602. 

(3)  Section  411  of  such  Act  is  repealed.  42  use  6ii. 

(c)  Section  1902(a)  of  the  Social  Security  Act  (as  amended  by   42  USC  I396a. 
section  2367  of  this  Act)  is  further  amended— 

(1)  by  striking  out  "and"  at  the  end  of  paragraph  (44); 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (45)  and 
inserting  in  lieu  thereof  ";  and";  and 

(3)  by  inserting  after  paragraph  (45)  the  following  new  para- 
graph: 

"(46)  provide  that  information  is  requested  and  exchanged  for 
purposes  of  income  and  eligibility  verification  in  accordance 
with  a  State  system  which  meets  the  requirements  of  section 

1137  of  this  Act.".  Ante,  p.  1147. 

(d)  Section  303  of  the  Social  Security  Act  is  amended  by  adding  at   42  USC  503. 
the  end  thereof  the  following  new  subsection: 

"(f)  The  State  agency  charged  with  the  administration  of  the  State 
law  shall  provide  that  information  shall  be  requested  and  exchanged 
for  purposes  of  income  and  eligibility  verification  in  accordance  with 
a  State  system  which  meets  the  requirements  of  section  1137  of  this 
Act.". 

(e)  Section  2(a)  of  the  Social  Security  Act  is  amended —  42  USC  302. 

(1)  by  striking  out  the  period  at  the  end  of  paragraph  (10)  and 
inserting  in  lieu  thereof  ";  and";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  paragraph: 
"(11)  provide  that  information  is  requested  and  exchanged  for 

purposes  of  income  and  eligibility  verification  in  accordance 
with  a  State  system  which  meets  the  requirements  of  section 

1137  of  this  Act.".  Ante,v.\Ul. 

(f)  Section  1002(a)  of  the  Social  Security  Act  is  amended —  42  uSC  1202. 

(1)  by  striking  out  "and"  at  the  end  of  clause  (12);  and 
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(2)  by  inserting  before  the  period  at  the  end  thereof  the 
following:     and  (14)  provide  that  information  is  requested  and 
exchanged  for  purposes  of  income  and  eligibility  verification  in 
accordance  with  a  State  system  which  meets  the  requirements 
Ante,  p.  1147.  of  section  1137  of  this  Act". 

42  use  1352.  (g)  Section  1402(a)  of  the  Social  Security  Act  is  amended— 

(1)  by  striking  out  "and"  at  the  end  of  clause  (11);  and 

(2)  by.  inserting  before  the  period  at  the  end  thereof  the 
following:  and  (13)  provide  that  information  is  requested  and 
exchanged  for  purposes  of  income  and  eligibility  verification  in 
accordance  with  a  State  system  which  meets  the  requirements 
of  section  1137  of  this  Act". 

42  use  1382  (h)  Section  1602(a)  of  the  Social  Security  Act  (as  in  effect  with 

note.  respect  to  Puerto  Rico,  Guam,  and  the  Virgin  Islands)  is  amended — 

(1)  by  striking  out  "and"  at  the  end  of  paragraph  (13); 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (14)  and 
inserting  in  lieu  thereof  ";  and";  and 

(3)  by  inserting  after  paragraph  (14)  the  following  new  para- 
graph: 

"(15)  provide  that  information  is  requested  and  exchanged  for 
purposes  of  income  and  eligibility  verification  in  accordance 
with  a  State  system  which  meets  the  requirements  of  section 
Ante,  p.  1147.  1137  of  this  Act.". 

97  Stat.  1386.  (i)  Section  ll(e)(19)  of  the  Food  Stamp  Act  of  1977  is  amended  to 

7  use  2020.         read  as  follows: 

"(19)  that  information  is  requested  and  exchanged  for*  pur- 
poses of  income  and  eligibility  verification  in  accordance  with  a 
State  system  which  meets  the  requirements  of  section  1137  of 
the  Social  Security  Act  and  that  any  additional  information 
available  from  agencies  administering  State  unemployment 
compensation  laws  under  the  provisions  of  section  303(d)  of  the 

42  use  503.  Social  Security  Act  shall  be  requested  and  utilized  by  the  State 

7  use  2012.  agency  (described  in  section  3(n)(l)  of  this  Act)  to  the  extent 

permitted  under  the  provisions  of  section  303(d)  of  the  Social 
Security  Act;". 

42  use  1383.  (j)  Section  1631(e)(1)(B)  of  the  Social  Security  Act  is  amended  by 

adding  at  the  end  thereof  the  following:  "For  this  purpose  and  for 
purposes  of  federally  administered  supplementary  payments  of  the 

42  use  I382e.  type  described  in  section  1616(a)  of  this  Act  (including  payments 
pursuant  to  an  agreement  entered  into  under  section  212(a)  of 

87  Stat.  155.  Public  Law  93-66),  the  Secretary  shall,  as  may  be  necessary,  request 
and  utilize  information  available  pursuant  to  section  6103(1)(7)  of  the 

Infra.  Internal  Revenue  Code  of  1954,  and  any  information  which  may  be 

Ante,  p.  1147.  available  from  State  systems  under  section  1137  of  this  Act,  and 
shall  comply  with  the  requirements  applicable  to  States  (with  re- 
spect to  information  available  pursuant  to  section  6103(1)(7)(B)  of 
such  Code)  under  subsections  (a)  (6)  and  (c)  of  such  section  1137.". 

26  use  6103.  (k)(l)  Section  6103(1)(7)  of  the  Internal  Revenue  Code  of  1954  is 

Ante,  p.  820.         amended  to  read  as  follows: 

"(7)  Disclosure  of  return  information  to  federal,  state, 

AND  local  agencies  ADMINISTERING  CERTAIN  PROGRAMS  UNDER 
THE  SOCIAL  SECURITY  ACT  OR  THE  FOOD  STAMP  ACT  OF   1977. — 

"(A)  Return  information  from  social  security  admin- 
istration.— The  Commissioner  of  Social  Security  shall, 
upon  written  request,  disclose  return  information  from  re- 
turns with  respect  to  net  earnings  from  self-employment  (as 
defined  in  section  1402),  wages  (as  defined  in  section  3121(a) 


PUBLIC  LAW  98-369— JULY  18,  1984 


98  STAT.  1151 


or  3401(a)),  and  payments  of  retirement  income,  which  have 
been  disclosed  to  the  Social  Security  Administration  as 
provided  by  paragraph  (1)  or  (5)  of  this  subsection,  to  any 
Federal,  State,  or  local  agency  administering  a  program 
listed  in  subparagraph  (D). 

'*(B)  Return  information  from  internal  revenue  serv- 
ice.— The  Secretary  shall,  upon  written  request,  disclose 
current  return  information  from  returns  with  respect  to 
unearned  income  from  the  Internal  Revenue  Service  files  to 
any  Federal,  State,  or  local  agency  administering  a  pro- 
gram listed  in  subparagraph  (D). 

*XC)  Restriction  on  disclosure. — The  Commissioner  of 
Social  Security  and  the  Secretary  shall  disclose  return 
information  under  subparagraphs  (A)  and  (B)  only  for  pur- 
poses of,  and  to  the  extent  necessary  in,  determining  eligi- 
bility for,  or  the  correct  amount  of,  benefits  under  a  pro- 
gram listed  in  subparagraph  (D). 

''(D)  Programs  to  which  rule  applies.— The  programs  to 
which  this  paragraph  applies  are: 

"(i)  aid  to  families  with  dependent  children  provided 
under  a  State  plan  approved  under  part  A  of  title  IV  of 
the  Social  Security  Act;  42  USC  601. 

"(ii)  medical  assistance  provided  under  a  State  plan 
approved  under  title  XIX  of  the  Social  Security  Act;   42  USC  1396. 

''(iii)  supplemental  security  income  benefits  provided 
under  title  XVI  of  the  Social  Security  Act,  and  feder-   42  USC  1381. 
ally  administered  supplementary  payments  of  the  type 
described  in  section  1616(a)  of  such  Act  (including  pay-   42  USC  I382e. 
ments  pursuant  to  an  agreement  entered  into  under 
section  212(a)  of  Public  Law  93-66);  87  Stat.  155. 

"(iv)  any  benefits  provided  under  a  State  plan  ap- 
proved under  title  I,  X,  XIV,  or  XVI  of  the  Social 
Security  Act  (as  those  titles  apply  to  Puerto  Rico,  42  USC  301, 
Guam,  and  the  Virgin  Islands);  1201, 1351, 1381. 

"(v)  unemployment  compensation  provided  under  a 
State. law  described  in  section  3304  of  this  Code; 

"(vi)  assistance  provided  under  the  Food  Stamp  Act 
of  1977;  and  7  USC  2011. 

*'(vii)  State-administered  supplementary  payments  of 
the  type  described  in  section  1616(a)  of  the  Social  Secu- 
rity Act  (including  payments  pursuant  to  an  agreement 
entered  into  under  section  212(a)  of  Public  La-v  93- 
66).". 

(2)  Section  6103(a)(2)  of  such  Code  is  amended  by  striking  out  "or   26  USC  m03. 
of  any  local  child  support  enforcement  agency"  and  inserting  in  lieu 
thereof     any  local  child  support  enforcement  agency,  or  any  local 
agency  administering  a  program  listed  in  subsection  (1)(7)(D)". 

(1)  (1)  The  amendments  made  by  subsections  (j)  shall   Effective  date, 
become  effective  on  the  date  of  the  enactment  of  this  Act.  42  USC  i320b-7 

(2)  Except  as  otherwise  specifically  provided,  the  amendments 
made  by  subsections  (a)  through  (i)  shall  become  effective  on  April  1, 
1985.  In  the  case  of  any  State  which  submits  a  plan  describing  a 
good  faith  effort  by  such  State  to  come  into  compliance  with  the 
requirements  of  such  subsections,  the  Secretary  of  Health  and 
Human  Services  (or,  in  the  case  of  the  State  unemployment  coi  ^.pen- 
sation  program,  the  Secretary  of  Labor,  or,  in  the  case  of  the  food 
stamp  program,  the  Secretary  of  Agriculture)  may  by  waiver  grant  a 
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delay  in  the  effective  date  of  such  subsections,  except  that  no  such 
waiver  may  delay  the  effective  date  of  section  1137(c)  of  the  Social 
Ante,  p.  1147.  Security  Act  (as  added  by  subsection  (a)  of  this  section),  or  delay  the 
effective  date  of  any  other  provision  of  or  added  by  this  section 
beyond  September  30, 1986. 

COLLECTION  AND  DEPOSIT  OF  PAYMENTS  TO  EXECUTIVE  AGENCIES 

Sec.  2652.  (a)(1)  Subchapter  II  of  chapter  37  of  title  31,  United 
States  Code,  is  amended  by  adding  at  the  end  thereof  the  following 
new  section: 

31  use  3720.       "§  3720.  Collection  of  payments 

"(a)  Each  head  of  an  executive  agency  (other  than  an  agency 
subject  to  section  9  of  the  Act  of  May  18,  1933  (48  Stat.  63,  chapter 
32;  16  U.S.C.  831h))  shall,  under  such  regulations  as  the  Secretary  of 
the  Treasury  shall  prescribe,  provide  for  the  timely  deposit  of  money 
by  officials  and  agents  of  such  agency  in  accordance  with  section 
3302,  and  for  the  collection  and  timely  deposit  of  sums  owed  to  such 
agency  by  the  use  of  such  procedures  as  withdrawals  and  deposits  by 
electronic  transfer  of  funds,  automatic  withdrawals  from  accounts 
at  financial  institutions,  and  a  system  under  which  financial  institu- 
tions receive  and  deposit,  on  behalf  of  the  executive  agency,  pay- 
ments transmitted  to  post  office  lockboxes.  The  Secretary  is  author- 
ized to  collect  from  any  agency  not  complying  with  the  requirements 
imposed  pursuant  to  the  preceding  sentence  a  charge  in  an  amount 
the  Secretary  determines  to  be  the  cost  to  the  general  fund  caused 
by  such  noncompliance. 

"(b)  The  head  of  an  executive  agency  shall  pay  to  the  Secretary  of 
the  Treasury  charges  imposed  pursuant  to  subsection  (a).  Payments 
shall  be  made  out  of  amounts  appropriated  or  otherwise  made 
available  to  carry  out  the  program  to  which  the  collections  relate. 
The  amounts  of  the  charges  paid  under  this  subsection  shall  be 
deposited  in  the  Cash  Management  Improvements  Fund  established 
by  subsection  (c). 

"(c)  There  is  established  in  the  Treasury  of  the  United  States  a 
revolving  fund  to  be  known  as  the  'Cash  Management  Improve- 
ments Fund'.  Sums  in  the  fund  shall  be  available  without  fiscal  year 
limitation  for  the  payment  of  expenses  incurred  in  developing  the 
methods  of  collection  and  deposit  described  in  subsection  (a)  of  this 
section  and  the  expenses  incurred  in  carrying  out  collections  and 
deposits  using  such  methods,  including  the  costs  of  personal  services 
and  the  costs  of  the  lease  or  purchase  of  equipment  and  operating 
facilities.". 

(2)  The  analysis  of  subchapter  II  of  chapter  37  of  title  31,  United 
States  Code,  is  amended  by  adding  at  the  end  thereof  the  following 
new  item: 

"3720.  Collection  of  payments.". 

Regulations.  (3)  The  Secretary  of  the  Treasury  shall  prescribe  regulations, 

^^^^SC  3720  including  regulations  under  section  3720  of  title  31,  United  States 
"°  ^  Code,  designed  to  achieve  by  October  1,  1986,  full  implementation  of 

the  purposes  of  this  subsection. 

(b)(1)  Subsection  (c)  of  section  3302  of  title  31,  United  States  Code, 

is  amended — 

(A)  by  inserting  "(1)"  after  the  subsection  designation; 
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(B)  by  striking  out  but  not  later  than  the  30th  day  after  the 
custodian  receives  the  money/'; 

(C)  by  inserting  after  the  first  sentence  the  following  new 
sentence:  "Except  as  provided  in  paragraph  (2),  money  required 
to  be  deposited  pursuant  to  this  subsection  shall  be  deposited 
not  later  than  the  third  day  after  the  custodian  receives  the 
money,";  and 

(D)  by  adding  at  the  end  thereof  the  following  new  paragraph: 
"(2)  The  Secretary  of  the  Treasury  may  by  regulation  prescribe 

that  a  person  having  custody  or  possession  of  money  required  by  this 
subsection  to  be  deposited  shall  deposit  such  money  during  a  period 
of  time  that  is  greater  or  lesser  than  the  period  of  time  specified  by 
the  second  sentence  of  paragraph  (1).". 

(2)  The  amendments  made  by  this  subsection  shall  become  effec- 
tive January  1,  1985. 

COLLECTION  OF  NON-TAX  DEBTS  OWED  TO  FEDERAL  AGENCIES 

Sec.  2653.  (a)(1)  Subchapter  II  ^f  chapter  37  of  title  31,  United 
States  Code,  as  amended  by  section  2652(a)(1)  of  this  Act,  is  further 
amended  by  adding  at  the  end  thereof  the  following  new  section: 

"§  3720A.  Reduction  of  tax  refund  by  amount  of  debt 

**(a)  Any  Federal  agency  that  is  owed  a  past -due  legally  enforcea- 
ble debt  (other  than  any  OASDI  overpayment  and  past-due  support) 
by  a  named  person  shall,  in  accordance  with  regulations  issued 
pursuant  to  subsection  (d),  notify  the  Secretary  of  the  Tieasury  of 
the  amount  of  such  debt. 

"(b)  No  Federal  agency  may  take  action  pursuant  to  subsection  (a) 
with  respect  to  any  debt  until  such  agency — 

"(1)  notifies  the  person  incurring  such  debt  that  such  agency 
proposes  to  take  action  pursuant  to  such  paragraph  with  respect 
to  such  debt; 

"(2)  gives  such  person  at  least  60  days  to  present  evidence  that 
all  or  part  of  such  debt  is  not  past-due  or  not  legally  enforceable; 

"(3)  considers  any  evidence  presented  by  such  person  and 
determines  that  an  amount  of  such  debt  is  past  due  and  legally 
enforceable;  and 

"(4)  satisfies  such  other  conditions  as  the  Secretary  may 
prescribe  to  ensure  that  the  determination  made  under  para- 
graph (3)  with  respect  to  such  debt  is  valid  and  that  the  agency 
has  made  reasonable  efforts  to  obtain  payment  of  such  debt. 
"(c)  Upon  receiving  notice  from  any  Federal  agency  that  a  named 
person  owes  to  such  agency  a  past-due  legally  enforceable  debt,  the 
Secretary  of  the  Treasury  shall  determine  whether  any  amounts,  as 
refunds  of  Federal  taxes  paid,  are  payable  to  such  person.  If  the 
Secretary  of  the  Treasury  finds  that  any  such  amount  is  payable,  he 
shall  reduce  such  refunds  by  an  amount  equal  to  the  amount  such 
debt,  pay  the  amount  of  such  reduction  to  such  agency,  and  Aify 
such  agency  of  the  individual's  home  address. 

"(d)  The  Secretary  of  the  Treasury  shall  issue  regulations  pre-  Regulatitas. 
scribing  the  time  or  times  at  which  agencies  must  submit  notices  of 
past-due  legally  enforceable  debts,  the  manner  in  which  such  notices 
must  be  submitted,  and  the  necessary  information  that  must  be 
contained  in  or  accompany  the  notices.  The  regulations  shall  specify 
the  minimum  amount  of  debt  to  which  the  reduction  procedure 
established  by  subsection  (c)  may  be  applied  and  the  fee  that  an 
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agency  must  pay  to  reimburse  the  Secretary  of  the  Treasury  for  the 
full  cost  of  applying  such  procedure.  Any  fee  paid  to  the  Secretary 
pursuant  to  the  preceding  sentence  may  be  used  to  reimburse 
appropriations  which  bore  all  or  part  of  the  cost  of  applying  such 
procedure. 

"(e)  Any  Federal  agency  receiving  notice  from  the  Secretary  of  the 
Treasury  that  an  erroneous  payment  has  been  made  to  such  agency 
under  subsection  (c)  shall  pay  promptly  to  the  Secretary,  in  accord- 
ance with  such  regulations  as  the  Secretary  may  prescribe,  an 
amount  equal  to  the  amount  of  such  erroneous  payment  (without 
regard  to  whether  any  other  amounts  payable  to  such  agency  under 
such  subsection  have  been  paid  to  such  agency). 
"(D  For  purposes  of  this  section — 

"(1)  the  term  'Federal  agency'  means  a  department,  agency, 
or  instrumentality  of  the  United  States  (other  than  an  agency 
subject  to  section  9  of  the  Act  of  May  18,  1933  (48  Stat.  63, 
chapter  32;  16  U.S.C.  831h)),  and  includes  a  Government  corpo- 
ration (as  such  term  is  defined  in  section  103  of  title  5,  United 
States  Code); 

"(2)  the  term  'past-due  support'  means  any  delinquency  sub- 
42  use  664.  ject  to  section  464  of  the  Social  Security  Act;  and 

"(3)  the  term  'OASDI  overpayment'  means  any  overpayment 
of  benefits  made  to  an  individual  under  title  II  of  the  Social 
Security  Act". 

(2)  The  analysis  of  subchapter  II  of  chapter  37  of  title  31,  United 
States  Code,  as  amended  by  section  2652(a)(2)  of  this  Act,  is  further 
amended  by  adding  at  the  end  thereof  the  following  new  item: 
"3720A.  Reduction  of  tax  refund  by  amount  of  debt.". 
26  use  6402.  (b)(1)  Section  6402  of  the  Internal  Revenue  Code  of  1954  (relating 

to  authority  to  make  credits  or  refunds)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 
"(d)  Collection  of  Debts  Owed  to  Federal  Agencies.— 

"(1)  In  general.— Upon  receiving  notice  from  any  Federal 
agency  that  a  named  person  owes  a  past-due  legally  enforceable 
debt  (other  than  any  OASDI  overpayment  and  past-due  support 
subject  to  the  provisions  of  subsection  (c))  to  such  agency,  the 
Secretary  shall — 

"(A)  reduce  the  amount  of  any  overpayment  payable  to 
such  person  by  the  amount  of  such  debt; 

"(B)  pay  the  amount  by  which  such  overpayment  is  re- 
duced under  subparagraph  (A)  to  such  agency;  and 

"(C)  notify  the  person  making  such  overpayment  that 
such  overpayment  has  been  reduced  by  an  amount  neces- 
sary to  satisfy  such  debt. 
"(2)  Priorities  for  offset. — Any  overpayment  by  a  person 
shall  be  reduced  pursuant  to  this  subsection  after  such  overpay- 
ment is  reduced  pursuant  to  subsection  (c)  with  respect  to  past- 
due  support  collected  pursuant  to  an  assignment  under  section 
42  use  602.  402(a)(26)  of  the  Social  Security  Act  and  before  such  overpay- 

ment is  credited  to  the  future  liability  for  tax  of  such  person 
pursuant  to  subsection  (b).  If  the  Secretary  receives  notice  from 
a  Federal  agency  or  agencies  of  more  than  one  debt  subject  to 
paragraph  (1)  that  is  owed  by  a  person  to  such  agency  or 
agencies,  any  overpayment  by  such  person  shall  be  applied 
against  such  debts  in  the  order  in  which  such  debts  accrued. 
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"(3)  Definitions. — For  purposes  of  this  subsection  the  term 
'OASDI  overpayment'  means  any  overpayment  of  benefits  made 
to  an  individual  under  title  II  of  the  Social  Security  Act.  42  USC  401. 

''(e)  Review  of  Reductions. — No  court  of  the  United  States  shall 
have  jurisdiction  to  hear  any  action,  whether  legal  or  equitable, 
brought  to  restrain  or  review  a  reduction  authorized  by  subsection 
(c)  or  (d).  No  such  reduction  shall  be  subject  to  review  by  the 
Secretary  in  an  administrative  proceeding.  No  action  brought 
against  the  United  States  to  recover  the  amount  of  any  such  reduc- 
tion shall  be  considered  to  be  a  suit  for  refund  of  tax.  This  subsection 
does  not  preclude  any  legal,  equitable,  or  administrative  action 
against  the  Federal  agency  to  which  the  amount  of  such  reduction 
was  paid. 

"(f)  Federal  Agency. — For  purposes  of  this  section,  the  term 
'Federal  agency'  means  a  department,  agency,  or  instrumentality  of 
the  United  States  (other  than  an  agency  subject  to  section  9  of  the 
Act  of  May  18,  1933  (48  Stat.  63,  chapter  32;  16  U.S.C.  831h)),  and 
includes  a  Government  corporation  (as  such  term  is  defined  in 
section  103  of  title  5,  United  States  Code). 

"(g)  Cross  Reference. — For  procedures  relating  to  agency  notifi- 
cation of  the  Secretary,  see  section  3721  of  title  31,  United  States 
Code.". 

(2)  Subsection  (a)  of  section  6402  of  such  Code  is  amended  by  26  USC  6402. 
striking  out  "subsection  (c)"  and  inserting  in  lieu  thereof  "subsec- 
tions (c)  and  (d)". 

(3)  (A)  Subsection  (1)  of  section  6103  of  such  Code  (relating  to  Ante,  p.  820. 
confidentiality  and  disclosure  of  returns  and  information),  as 
amended  by  section  453  of  this  Act,  is  further  amended  by  adding  at 

the  end  thereof  the  following  new  paragraph: 

"(10)  Disclosure  of  certain  information  to  agencies  re- 
questing A  reduction  under  section  6402(c)  OR  6402(d).— 

"(A)  Return  information  from  internal  revenue  serv- 
ice.— The  Secretary  may,  upon  receiving  a  written  request, 
disclose  to  officers  and  employees  of  an  agency  seeking  a 
reduction  under  section  6402(c)  or  6402(d) —  Ante,  p.  1154. 

"(i).the  fact  that  a  reduction  has  been  made  or  has 
not  been  made  under  such  subsection  with  respect  to 
any  person; 

"(ii)  the  amount  of  such  reduction;  and 
"(iii)  taxpayer  identifying  information  of  the  person 
against  whom  a  reduction  was  made  or  not  made. 
"(B)  Restriction  on  use  of  disclosed  information.— 
Any  officers  and  employees  of  an  agency  receiving  return 
information  under  subparagraph  (A)  shall  use  such  infor- 
mation only  for  the  purposes  of,  and  to  the  extent  necessary 
in,  establishing  appropriate  agency  records  or  in  the  de- 
fense of  any  litigation  or  administrative  procedure  ensuing 
from  reduction  made  under  section  6402(c)  or  section 
6402(d).". 

(B)(i)  Section  6103(p)(3)(A)  of  such  Code  (relating  to  procedure  and 
recordkeeping),  as  so  amended,  is  amended  by  striking  out  "or  (9)" 
and  inserting  in  lieu  thereof  "(9),  or  (10)". 

(ii)  Section  6103(p)(4)  of  such  Code,  as  so  amended,  is  amended  by 
striking  out  "(1)  (1),  (2),  (3),  or  (5)"  and  inserting  in  lieu  thereof  "(1) 
(1),  (2),  (3),  (5),  or  (10)". 
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(iii)  Section  6103(p)(4)(F)(ii)  of  such  Code,  as  so  amended,  is 
amended  by  striking  out  "(1)  (1),  (2),  (3),  or  (5)"  and  inserting  in  lieu 
thereof  "(1)  (1),  (2),  (3),  (5),  or  (10)". 

(4)  Section  7213(a)(2)  of  such  Code  (relating  to  unauthorized  disclo- 
sure of  information),  as  so  amended,  is  amended  by  striking  out  "(1) 
(6),  (7),  (8),  or  (9)"  and  inserting  in  lieu  thereof  "(1)  (6),  (7),  (8),  (9),  or 
(10)". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  refunds  payable  under  section  6402  of  the  Internal  Revenue  Code 
of  1954  after  December  31, 1985,  and  before  January  1,  1988. 

Subtitle  D — Technical  Corrections 

CHANGES  IN  OASDI  PROVISIONS  NECESSITATED  BY  THE  1983 
AMENDMENTS 

Sec.  2661.  (a)  Section  201(l)(3)(B)(i)  of  the  Social  Security  Act  is 
amended  by  inserting  "Insurance"  after  "Survivors". 

(b)  (1)  Section  202(c)(1)  of  such  Act  is  amended  (in  the  matter 
appearing  between  subparagraphs  (D)  and  (E)  of  such  section) — 

(A)  by  striking  out  all  that  follows  "has  attained"  and  pre- 
cedes ",  the  first  month"  in  clause  (i)  and  inserting  in  lieu 
thereof  "retirement  age  (as  defined  in  section  216(1))"; 

(B)  by  striking  out  all  that  follows  "has  not  attained"  and 
precedes  ",  or"  in  clause  (ii)(I)  and  inserting  in  lieu  thereof 
"retirement  age  (as  defined  in  section  216(1))";  and 

(C)  by  striking  out  "to  which"  in  the  matter  following  clause 
(ii)  and  inserting  in  lieu  thereof  "in  which". 

(2)  Section  202(c)(5)(A)  of  such  Act  is  amended  by  striking  out 
"classes  (i)  and  (ii)"  and  inserting  in  lieu  thereof  "clauses  (i)  and  (ii)". 

(c)  (1)  Section  202(e)(2)(A)  of  such  Act  is  amended  by  striking  out  all 
that  follows  "subsection  (q),"  and  precedes  "subparagraph  (D)  of  this 
paragraph"  and  inserting  in  lieu  thereof  "paragraph  (7)  of  this 
subsection,  and". 

(2)  Section  202(e)(2)(C)  of  such  Act  is  amended— 

(A)  by  striking  out  the  period  immediately  after  "deceased 
individual";  and 

(B)  by  inserting  a  closing  parenthesis  after  "paragraph  (3)  of 
such  subsection  (w)". 

(3)  Paragraph  (7)  of  section  202(e)  of  such  Act  is  amended  by 
striking  out  "paragraph  (2)(B),"  and  inserting  in  lieu  thereof  "para- 
graph (2)(D),". 

(d)  (1)  Section  202(f)(l)(C)(ii)  of  such  Act  is  amended  by  striking  out 
all  that  follows  "attained"  and  precedes  ",  and"  and  inserting  in  lieu 
thereof  "retirement  age  (as  defined  in  section  216(1))". 

(2)  Section  202(D(2)(A)  of  such  Act  is  amended  by  striking  out 
"paragraph  (3)(B),"  and  inserting  in  lieu  thereof  "paragraph  (3)(D),". 

(3)  Section  202(f)(3)(C)  of  such  Act  is  amended  by  striking  out  the 
period  immediately  after  "deceased  individual". 

(e)  Section  202(q)(9)(B)(i)  of  such  Act  is  amended  by  striking  out 
"section  216(a)"  and  inserting  in  lieu  thereof  "section  216(1)". 

(f)  Section  202(x)  of  such  Act  is  amended  by  adding  at  the  begin- 
ning thereof  the  following  heading: 
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'Limitation  on  Payments  to  Prisoners". 


(g)  (1)(A)  Section  203(d)  of  such  Act  is  amended— 

(i)  by  striking  out  "on  seven  or  more  different  calendar  days 
of  which  he  engaged"  in  paragraph  (1)(A)  and  inserting  in  lieu 
thereof  ''for  more  than  forty-five  hours  of  which  such  individual 
engaged";  and 

(ii)  by  striking  out  "on  seven  or  more  different  calendar  days" 
in  paragraph  (2)  and  inserting  in  lieu  thereof  "for  more  than 
forty-five  hours". 

(B)  The  amendments  made  by  subparagraph  (A)  shall  apply  only 
with  respect  to  months  beginning  with  the  second  month  after  the 
month  in  which  this  Act  is  enacted. 

(2)(A)  Section  203(f)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(9)  For  purposes  of  paragraphs  (3),  (5)(D)(i),  and  (8)(D),  the 
term  'retirement  age  (as  defined  in  section  216(1))',  with  respect 
to  any  individual  entitled  to  monthly  insurance  benefits  under 
section  202,  means  the  retirement  age  (as  so  defined)  which  is 
applicable  in  the  case  of  old-age  insurance  benefits,  regardless 
of  whether  or  not  the  particular  benefits  to  which  the  individual 
is  entitled  (or  the  only  such  benefits)  are  old-age  insurance 
benefits.". 

(B)  The  amendment  made  by  subparagraph  (A)  shall  be  effective 
as  though  it  had  been  enacted  on  April  20,  1983,  as  a  part  of  section 
201  of  the  Social  Security  Amendments  of  1983. 

(h)  Section  205(r)  of  such  Act  is  amended— 

(1)  by  striking  out  "(r)(3)(A)  and  (r)(3)(B)"  in  paragraph  (4)  and 
inserting  in  lieu  thereof  "subparagraphs  (A)  and  (B)  of  para- 
graph (3)"; 

(2)  by  striking  out  "the  Act"  in  paragraph  (7)  and  inserting  in 
lieu  thereof  "this  Act";  and 

(3)  by  striking  out  the  heading  and  inserting  in  lieu  thereof 
the  following: 
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"Use  of  Death  Certificates  to  Correct  Program  Information". 

(1)  (l)  Section  209(e)  of  such  Act  is  amended  by  striking  out  the 
semicolon  after  "Act  of  1974". 

(2)  The  next  to  last  unnumbered  paragraph  of  section  209  of  such 
Act  is  amended  by  striking  out  "section  414(h)(2)  of  such  Code"  in 
subdivision  (2)  and  inserting  in  lieu  thereof  "section  414(h)(2)  of  such 
Code  where  the  pickup  referred  to  in  such  section  is  pursuant  to  a 
salary  reduction  agreement  (whether  evidenced  by  a  written  instru- 
ment or  otherwise)". 

(j)  Section  210(a)  of  such  Act,  in  the  matter  preceding  paragraph 
(1),  is  amended  by  striking  out  the  matter  which  follows  "such 
affiliate"  and  precedes  "or  (C)"  and  the  matter  which  follows  "sec- 
tion 233"  and  precedes  "except",  and  by  inserting  in  lieu  thereof  a 
comma  and  a  semicolon,  respectively. 

(k)(l)  Section  215(a)(7)(B)(ii)(I)  of  such  Act  is  amended  by  striking 
out  "who  initially  become  eligible  for  old-age  or  disability  insurance 
benefits"  and  inserting  in  lieu  thereof  "who  become  eligible  (as 
defined  in  paragraph  (3)(B))  for  old-age  insurance  benefits  (or 
became  eligible  as  so  defined  for  disability  insurance  benefits  before 
attaining  age  62)". 


97  Stat.  125. 
42  use  409. 


97  Stat.  120. 
42  use  410. 


97  Stat.  76. 
42  use  415. 


98  STA'!  1158  PUBLIC  LAW  98-369— JULY  18,  1984 

42  use  4  .   v2)  Section  215(a)(7)(C)(ii)  of  such  Act  is  amended  by  striking  out 

97  Stat.  7  •  .7  irvivors"  and  inserting  in  lieu  thereof  "survivor's". 

(3)  Section  215(f)(9)(B)(i)  of  such  Act  is  amended  by  striking  out  "as 
though  such  primary  insurance  amount  had  initially  been  computed 
without  regard  to  subsection  (a)(7)  or  (d)(5)"  and  inserting  in  lieu 
thereof  "as  though  the  recomputed  primary  insurance  amount  were 
being  computed  under  subsection  (a)(7)  or  (d)(5)". 

(4)  Section  215(i)(5)(A)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "Any  amount  so  increased  that 
is  not  a  multiple  of  $0.10  shall  be  decreased  to  the  next  lower 
multiple  of  $0.10.". 

(5)  Section  215(i)(5)(B)  of  such  Act  is  amended — 

(A)  by  striking  out  clause  (iii)  and  inserting  in  lieu  thereof  the 
following: 

"(iii)  multiplying  such  quotient  by  100  so  as  to  yield  such 
applicable  additional  percentage  (which  shall  be  rounded  to  the 
nearest  one-tenth  of  1  percent),"; 

(B)  by  striking  out  "ending  with  such  subsequent  calendar 
year"  in  clauses  (iv)  and  (v)  and  inserting  in  lieu  thereof  "ending 
with  the  year  before  such  subsequent  calendar  year";  and 

(C)  by  striking  out  "initially  became  eligible  for  an  old-age  or 
disability  insurance  benefit"  in  clause  (v)  and  inserting  in  lieu 
thereof  "became  eligible  (as  defined  in  subsection  (a)(3)(B))  for 
the  old-age  or  disability  insurance  benefit  that  is  being  in- 
creased under  this  subsection". 

(1)  (1)  Section  216(f)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "For  purposes  of  subparagraph 
(C)  of  section  202(c)(1),  a  divorced  husband  shall  be  deemed  not  to  be 
married  throughout  the  month  which  he  becomes  divorced.". 

(2)  Section  216(h)(3)(A)(i)  of  such  Act  (as  in  effect  after  the  applica- 
tion of  section  2662(c)(1)  of  this  Act)  is  amended  by  striking  out  "(as 
defined  in  section  216(1))"  and  inserting  in  lieu  thereof  "(as  defined 
in  subsection  (1))". 

(3)  Section  216(i)(2)  of  such  Act  (as  amended  by  section  2662(c)(1)  of 
this  Act)  is  amended  by  striking  out  "(as  defined  in  section  216(1))" 
in  subparagraphs  (B)  and  (D)  and  inserting  in  lieu  thereof  "(as 
defined  in  subsection  (1))". 

(m)  Subparagraph  (B)  of  section  223(c)(1)  of  such  Act  is  amended 
by  moving  clause  (iii)  two  ems  to  the  left,  and  by  moving  the 
preceding  provisions  of  such  subparagraph  two  ems  to  the  right,  so 
that  the  left  margin  of  such  subparagraph  and  its  clauses  is  in- 
dented four  ems  and  is  aligned  with  the  margin  of  subparagraph  (A) 
of  such  section. 

(n)  Section  229(b)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "Additional  adjustments  may  be 
made  in  the  amounts  so  authorized  to  be  appropriated  to  the  extent 
that  the  amounts  transferred  in  accordance  with  clauses  (i)  and  (ii) 
of  section  151(b)(3)(B)  of  the  Social  Security  Amendments  of  1983 
with  respect  to  wages  deemed  to  have  been  paid  in  1983  were  in 
excess  of  or  were  less  than  the  amount  which  the  Secretary,  on  the 
basis  of  appropriate  data,  determines  should  have  been  so 
transferred. 

(oXD  Subsection  (f)  of  section  86  of  the  Internal  Revenue  Code  of 
19^4  is  amended  by  redesignating  paragraphs  (1),  (2),  (3),  and  (4)  as 
p  vragraphs  (2),  (3),  (4),  and  (5),  respectively,  and  by  inserting  before 
paragraph  (2)  (as  so  redesignated)  the  following  new  paragraph: 
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"(1)  section  37(c)(3)(A)  (relating  to  reduction  for  amounts  re- 
ceived as  pension  or  annuity),". 

(2)  Subsection  (a)  of  section  134  of  such  Code  is  amended  by  Ante,  p.  891. 
striking  out  paragraphs  (6)  and  (7)  and  by  redesignating  paragraph 

(8)  as  paragraph  (6). 

(3)  Effective  January  1,   1984,  subparagraph  (B)  of  section  97  Stat.  122. 
3121(v)(l)  of  such  Code  is  amended  to  read  as  follows:  26  USC  3121. 

"(B)  any  amount  treated  as  an  employer  contribution  under 
section  414(h)(2)  where  the  pickup  referred  to  in  such  section  is 
pursuant  to  a  salary  reduction  agreement  (whether  evidenced 
by  a  written  instrument  or  otherwise).". 

(4)  Effective  January  1,  1985,  subparagraph  (B)  of  section  3306(r)(l)  97  Stat.  123. 
of  such  Code  is  amended  to  read  as  follows:  26  USC  3306. 

"(B)  any  amount  treated  as  an  employer  contribution  under 
section  414(h)(2)  where  the  pickup  referred  to  in  such  section  is 
pursuant  to  a  salary  reduction  agreement  (whether  evidenced 
by  a  written  instrument  or  otherwise).". 

(5)  Section  6334(c)  of  such  Code  is  amended  by  inserting  "(includ-  26  USC  6334. 
ing  section  207  of  the  Social  Security  Act)"  immediately  after  "any 

other  law  of  the  United  States". 

CHANGES  IN  TEXT  OF  THE  1983  AMENDMENTS 

Sec.  2662.  (a)  Section  101(d)  of  the  Social  Security  Amendments  of 

1983  (Public  Law  98-21)  is  amended  by  striking  out  "remuneration  97  Stat.  67. 
paid"  and  inserting  in  lieu  thereof  "service  performed".  26  USC  3121 

(b)  Section  112(f)  of  such  Amendments  is  amended  by  inserting  "of 

such  Act"  after  "section  201(a)".  42  use  415  note. 

(c)  Section  201(c)  of  such  Amendments  is  amended —  97  Stat.  107. 

(1)  by  inserting  "the"  immediately  before  "age  of  65"  in   42  USC  402, 403, 
paragraph  (1);  and  415,  416,  423. 

(2)  by  inserting  "the"  immediately  before  "age  of  sixty-five"  42  USC  423. 
in  paragraph  (3). 

(d)  Section  301(a)(5)  of  such  Amendments  is  amended  by  striking  97  Stat.  109. 
out  "Section  202(c)"  and  inserting  in  lieu  thereof  "Effective  with  42  USC  402  note, 
respect  to  monthly  insurance  benefits  for  months  after  December 

1984  (but  only  on  the  basis  of  applications  filed  on  or  after  January 
1,  1985),  section  202(c)". 

(e)  Section  305(d)(2)  of  such  Amendments  is  amended  by  inserting  97  Stat.  113. 
"each  place  it  appears"  immediately  before  "in  subsection  (c)(4)(C)".   42  USC  428. 

(f)  (1)  Section  422A(c)(9)  of  the  Internal  Revenue  Code  of  1954  26  USC  422A. 
(relating  to  special  rule  when  disabled)  is  amended  by  striking  out 

"section  105(d)(4)"  and  inserting  in  lieu  thereof  "section  37(e)(3)". 

(2)(A)  Section  324(d)(1)  of  the  Social  Security  Amendments  of  1983  97  Stat.  122. 
is  amended  by  adding  at  the  end  thereof  the  following  new  sentence:  26  USC  3121 
"For  purposes  of  applying  such  amendments  to  remuneration  paid 
after  December  31,  1983,  which  would  have  been  taken  into  account 
before  January  1,  1984,  if  such  amendments  had  applied  to  periods 
before  January  1,  1984,  such  remuneration  shall  be  taken  into 
account  when  paid  (or,  at  the  election  of  the  payor,  at  the  time 
which  would  be  appropriate  if  such  amendments  had  applied).". 

(B)  Section  324(d)(2)  of  such  Amendments  is  amended  by  adding  at  26  USC  3121 
the  end  thereof  the  following  new  sentence:  "For  purposes  of  apply-  note, 
ing  such  amendments  to  remuneration  paid  after  December  31, 

1984,  which  would  have  been  taken  into  account  before  January  1, 

1985,  if  such  amendments  had  applied  to  periods  before  January  1, 
1985,  such  remuneration  shall  be  taken  into  account  when  paid  (or, 
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Effective  date. 
97  Stat.  126. 
26  use  3121 
note. 


97  Stat.  132. 

42  use  902  note. 


Effective  date. 
42  use  902  note. 

97  Stat.  133. 
42  use  423. 


97  Stat.  72. 
38  use  3023 
note. 


at  the  election  of  the  payor,  at  the  time  which  would  be  appropriate 
if  such  amendments  had  applied).". 

(C)  Section  324(dX4)  of  such  Amendments  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence:  "For  purposes  of  this 
paragraph,  any  plan  or  agreement  to  make  payments  described  in 
paragraph  (2),  (3),  or  (13XA)(iii)  of  section  3121(a)  of  such  Code  (as  in 
effect  on  the  day  before  the  date  of  the  enactment  of  this  Act)  shall 
be  treated  as  a  nonqualified  deferred  compensation  plan.". 

(g)  Section  327(d)  of  such  Amendments  (relating  to  codification  of 
Rowan  decision  with  respect  to  meals  and  lodging)  is  amended  to 
read  as  follows: 

"(dXD  The  amendment  made  by  subsection  (a)  shall  apply  to 
remuneration  paid  after  December  31, 1983. 

"(2)  The  amendments  made  by  subsection  (b)  and  subsection  (cX4) 
shall  apply  to  remuneration  (other  than  amounts  excluded  under 
section  119  of  the  Internal  Revenue  Code  of  1954)  paid  after 
March  4,  1983,  and  to  any  such  remuneration  paid  on  or  before 
such  date  which  the  employer  treated  as  wages  when  paid. 

"(3)  The  amendments  made  by  paragraphs  (1),  (2),  and  (3)  of 
subsection  (c)  shall  apply  to  remuneration  paid  after  December  31, 
1984.". 

(hXl)  Section  338(b)  of  such  Amendments  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(6)  The  provisions  of  section  8344  of  title  5,  United  States  Code, 
shall  not  apply  to  service  by  an  individual  as  a  member  of  the 
Panel.". 

(2)  The  amendment  made  by  this  subsection  shall  take  effect  on 
January  1, 1984. 

(i)  Section  339(b)  of  such  Amendments  is  amended  to  read  as 
follows: 

"(b)  Section  223  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"  *(h)  For  provisions  relating  to  limitation  on  payments  to  prison- 
ers, see  section  202(x).'.". 

(j)  Section  111(e)  of  such  Amendments  is  amended  by  inserting 
"Budget"  before  "Reconciliation". 


OTHER  TECHNICAL  CORRECTIONS  IN  THE  SOCIAL  SECURITY  ACT  AND 
RELATED  PROVISIONS 


Sec.  2663.  (aXlXA)  The  fourth  sentence  of  section  201(d)  of  the 
42  use  401.        Social  Security  Act  is  amended — 

(i)  by  striking  out  "the  Second  Liberty  Bond  Act,  as 
amended,"  and  inserting  in  lieu  thereof  "chapter  31  of  title  31, 
United  States  Code,";  and 

(ii)  by  striking  out  "public-debt  obligation"  and  inserting  in 
lieu  thereof  "public-debt  obligations". 

(B)  Section  201(gXlXB)  of  such  Act  is  amended  by  striking  out 
"clauses"  in  the  first  sentence  and  inserting  in  lieu  thereof  "clause". 
42  use  402.  (2XAXi)  Section  202(dXl)  of  such  Act,  in  clause  (ii)  in  the  matter 

which  follows  subparagraph  (C)  and  precedes  subparagraph  (D),  is 
amended  by  striking  out  "paragraphs"  and  "paragraph"  and 
inserting  in  lieu  thereof  "subparagraphs"  and  "subparagraph", 
respectively, 
(ii)  Section  202(dXlXG)  of  such  Act  is  amended— 
(I)  by  striking  out  the  comma  after  "age  of  18"; 
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(II)  by  striking  out  "the  age  of  22,"  and  inserting  in  lieu 
thereof  ''the  age  of  22—"; 

(III)  by  striking  out  or,  subject  to  section  223(e),  the  termi- 
nation month  (and  for  purposes"  and  inserting  in  lieu  thereof 
the  following: 

"(i)  the  termination  month,  subject  to  section  223(e)  (and 
for  purposes"; 

(IV)  by  striking  out  "after  the  15  months"  and  all  that  follows 
down  through  "such  earlier  month."  and  inserting  in  lieu 
thereof  the  following: 

"after  the  15  months  following  such  period  of  trial  work  in 
which  he  engages  or  is  determined  able  to  engage  in  sub- 
stantial gainful  activity), 
or  (if  later)  the  earlier  of— 

"(ii)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  elementary  or  secondary  school  student,  or 
"(iii)  the  month  in  which  he  attains  the  age  of  19, 
but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month.";  and 

(V)  by  indenting  all  of  clause  (i)  (as  designated  and  amended 
by  the  preceding  provisions  of  this  subparagraph)  four  ems,  so 
as  to  align  its  left  margin  with  the  margins  of  clauses  (ii)  and 
(iii)  (as  so  designated). 

(iii)  The  second  sentence  of  section  202(d)(7)(A)  of  such  Act  is  42  use  402. 
amended  by  striking  out  "the  date  of  the  enactment  of  this  para- 
graph" and  inserting  in  lieu  thereof  "the  effective  date  of  this 
sentence". 

(B)  Section  202(e)(1)  of  such  Act  is  amended— 

(i)  by  striking  out  the  first  comma  after  "age  60"  in  the 
matter  following  subparagraph  (F)(ii);  and 

(ii)  by  striking  out  "he  engages"  in  the  last  sentence  and 
inserting  in  lieu  thereof  "she  engages". 

(C)  Section  202(0(1)  of  such  Act  is  amended  by  striking  out  the 
first  comma  after  "age  60"  in  the  matter  following  subparagraph 
(F)(ii). 

(D)  Section  202(f)(3)(D)(i)  of  such  Act  is  amended  by  striking  out  97  Stat.  96. 
the  semicolon  after  "applicable,". 

(E)  Section  2202(a)(1)(B)  of  Public  Law  97-35  is  amended  by  strik-  42  USC  402. 
ing  out  "as". 

(F)  (i)  Section  202(q)(3)(G)  of  the  Social  Security  Act  is  amended  by 
striking  out  "as  if  the  period"  and  inserting  in  lieu  thereof  "if  the 
period". 

(ii)  Section  202(q)(7)(E)  of  such  Act  is  amended  by  striking  out  "he 
attained  retirement  age"  and  inserting  in  lieu  thereof  "she  or  he 
attained  retirement  age". 

(G)  Section  202(t)(4)(E)  of  such  Act  is  amended— 

(i)  by  inserting  "of  1937  or  1974"  after  "Railroad  Retirement 
Act"  where  it  first  appears;  and 

(ii)  by  inserting  before  the  semicolon  at  the  end  thereof  the 
following:  "of  1937  or  section  18(2)  of  the  Railroad  Retirement 
Act  of  1974". 

(H)  Section  202(u)(l)(B)  of  such  Act  is  amended  by  striking  out 
",  112,  or  113". 

(3)(A)  Section  203(a)(8)  of  such  Act  is  amended  by  adding  a  period  42  USC  403. 
at  the  end  thereof. 
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(B)  Section  203(dX2)  of  such  Act  is  amended  by  striking  out  "an 
individual  who  is  entitled"  and  inserting  in  lieu  thereof  "an  individ- 
ual under  the  age  of  seventy  who  is  entitled". 

(C)  Section  203(f)(5XB)(ii)  of  such  Act  is  amended  by  striking  out 
"702(a)(9)"  and  inserting  in  lieu  thereof  "702(a)(8)". 

(D)  Section  203(f)(8)  of  such  Act  is  amended  by  indenting  subpara- 
graphs (B)  and  (C)  two  additional  ems  (for  a  total  indentation  of  four 
ems)  so  as  to  align  their  left  margins  with  the  margins  of  subpara- 
graphs (A)  and  (D). 

(4)  (A)  Section  205(c)(5)(D)  of  such  Act  is  amended  by  inserting  "of 
1937  or  1974"  after  "Railroad  Retirement  Act"  each  place  it 
appears. 

(B)  Section  205(c)(5)(I)  of  such  Act  is  amended  by  inserting  before 
the  semicolon  at  the  end  thereof  the  following:  "or  section  7(bX7)  of 
the  Railroad  Retirement  Act  of  1974". 

(C)  Section  205(e)  of  such  Act  is  amended  by  striking  out  "on 
order"  and  inserting  in  lieu  thereof  "an  order". 

(D)  Section  205(h)  of  such  Act  is  amended  by  striking  out  "section 
24  of  the  Judicial  Code  of  the  United  States"  and  inserting  in  lieu 
thereof  "section  1331  or  1346  of  title  28,  United  States  Code,". 

(E)  Section  205(i)  of  such  Act  is  amended  by  striking  out  all  that 
follows  "through"  and  precedes  "and  prior"  and  inserting  in  lieu 
thereof  "the  Fiscal  Service  of  the  Department  of  the  Treasury,". 

(F)  Section  205(pXl)  of  such  Act  is  amended  by  striking  out 
"section  1420(e)  of  the  Internal  Revenue  Code"  and  inserting  in  lieu 
thereof  "section  3122  of  the  Internal  Revenue  Code  of  1954". 

(5)  Section  208  of  such  Act  is  amended  by  indenting  paragraphs  (f) 
through  (h)  two  ems  so  as  to  align  their  left  margins  with  the 
margins  of  paragraphs  (a)  through  (e)  (and  by  appropriately  further 
indenting  subdivisions  (1),  (2),  and  (3)  of  paragraph  (g)). 

(6XA)  Section  209  of  such  Act  is  amended — 

(i)  by  indenting  paragraphs  (5)  through  (9)  of  subsection  (a) 
two  ems  so  as  to  align  their  left  margins  with  the  margins  of  the 
preceding  paragraphs  of  such  subsection; 

(ii)  by  striking  out  "(p)  Remuneration"  and  inserting  in  lieu 
thereof  "(pXD  Remuneration"; 

(iii)  by  striking  out  the  period  at  the  end  of  paragraph  (pXD  as 
redesignated  by  clause  (ii)  of  this  subparagraph  and  inserting  in 
lieu  thereof  a  semicolon; 

(iv)  by  striking  out  "(p)  Any  contribution"  and  inserting  in 
lieu  thereof  "(2)  Any  contribution";  and 

(v)  by  indenting  subsections  (e),  (f),  and  (k)  through  (r)  two  ems 
so  as  to  align  their  left  margins  with  the  margins  of  subsections 
(a)  through  (d)  and  subsections  (g),  (h),  and  (j)  (appropriately 
further  indenting  paragraphs  (1)  and  (2)  of  subsection  (f)  and 
paragraphs  (1)  and  (2)  of  subsection  (m)). 

(B)  The  seventh  unnumbered  paragraph  from  the  end  of  section 
209  of  such  Act  (relating  to  remuneration  for  service  performed  as  a 
member  of  a  uniformed  service)  is  amended  by  striking  out  "section 
102(10)  of  the  Servicemen's  and  Veterans'  Survivor  Benefits  Act" 
and  inserting  in  lieu  thereof  "chapter  3  and  section  1009  of  title  37, 
United  States  Code". 

(7)(A)  Section  210(aXl)  of  such  Act  is  amended  by  striking  out 
"(A)"  and  all  that  follows  down  through  "or  (B)". 

(B)  Section  210(a)(7)  of  such  Act  is  amended  by  indenting  subpara- 
graph (D)  two  additional  ems  (for  a  total  indentation  of  four  ems)  so 
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as  to  align  its  left  margin  with  the  margins  of  subparagraphs  (A) 
through  (C). 

(C)  Section  210(a)(9)  of  such  Act  is  amended  by  striking  out  42  USC  410. 
* 'section  1532  of  the  Internal  Revenue  Code"  and  inserting  in  lieu 

thereof  "section  3231  of  the  Internal  Revenue  Code  of  1954". 

(D)  Section  210(a)(19)  of  such  Act  is  amended  by  striking  out  the 
comma  after  or". 

(E)  Section  210(1)(2)  of  such  Act  is  amended— 

(i)  by  striking  out  "section  102  of  the  Servicemen's  and  Veter- 
ans' Survivor  Benefits  Act"  and  inserting  in  lieu  thereof  "para- 
graph (21)  of  section  101  of  title  38,  United  States  Code";  and 

(ii)  by  striking  out  "such  section"  and  inserting  in  lieu  thereof 
"paragraph  (22)  of  such  section". 

(F)  Section  210(1)(3)  of  such  Act  is  amended  by  striking  out  "such 
section  102"  and  inserting  in  lieu  thereof  "paragraph  (23)  of  such 
section  101". 

(G)  Section  210(m)  of  such  Act  is  amended — 

(i)  by  striking  out  "a  reserve  component  of  a  uniformed 
service  as  defined  in  section  102(3j  of  the  Servicemen's  and 
Veterans'  Survivor  Benefits  Act"  in  the  first  sentence  and 
inserting  in  lieu  thereof  "a  reserve  component  as  defined  in 
section  101(27)  of  title  38,  United  States  Code"; 

(ii)  by  inserting  ",  the  National  Oceanic  and  Atmospheric 
Administration  Corps,"  after  "Coast  and  Geodetic  Survey"  in 
the  first  sentence; 

(iii)  by  striking  out  "military  or  naval"  each  place  it  appears 
in  paragraph  (5)  and  inserting  in  lieu  thereof  "military,  naval, 
or  air";  and 

(iv)  by  striking  out  "Universal  Military  Training  and  Service 
Act"  in  paragraph  (5)(B)  and  inserting  in  lieu  thereof  "Military 
Selective  Service  Act". 

(8)(A)  Section  211(a)  of  such  Act  is  amended  by  striking  out  42  USC  411. 
"chapter  1  of  the  Internal  Revenue  Code",  "such  chapter",  and 
"section  183  of  such  code"  in  the  matter  preceding  paragraph  (1)  and 
inserting  in  lieu  thereof  "subtitle  A  of  the  Internal  Revenue  Code  of 
1954",  "such  subtitle",  and  "section  702(a)(8)  of  such  Code",  respec- 
tively. 

(B)  Section  211(a)(3)  of  such  Act  is  amended — 

(i)  by  striking  out  "chapter  1  of  the  Internal  Revenue  Code" 
and  inserting  in  lieu  thereof  "subtitle  A  of  the  Internal  Revenue 
Code  of  1954";  and 

(ii)  by  inserting  "or"  before  "(C)". 

(C)  Section  211(a)(4)  of  such  Act  is  amended  by  striking  out 
"section  23(s)  of  such  code"  and  inserting  in  lieu  thereof  "section  172 
of  the  Internal  Revenue  Code  of  1954". 

(D)  Section  211(a)  of  such  Act  is  further  amended  by  striking  out  97  Stat.  90. 
"702(a)(9)"  in  clauses  (iii)  and  (iv)  (in  the  matter  following  paragraph 

(12))  and  inserting  in  lieu  thereof  in  each  instance  "702(a)(8)". 

(E)  Section  211(b)(1)  of  such  Act  is  amended  by  indenting  subpara- 
graphs (D),  (G),  (H),  and  (I)  an  additional  two  ems  (for  a  total 
indentation  of  four  ems)  so  as  to  align  their  left  margins  with  the 
margins  of  the  other  subparagraphs  of  such  section. 

(F)  Section  211(c)  of  such  Act  is  amended  by  striking  out  "section 
23  of  the  Internal  Revenue  Code"  and  inserting  in  lieu  thereof 
"section  162  of  the  Internal  Revenue  Code  of  1954". 
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42  use  411.  (G)  Section  211(c)(3)  of  such  Act  is  amended  by  striking  out 

"section  1532  of  the  Internal  Revenue  Code"  and  inserting  in  lieu 
thereof  "section  3231  of  the  Internal  Revenue  Code  of  1954". 

(H)  Section  211(d)  of  such  Act  is  amended  by  striking  out  "supple- 
ment F  of  chapter  1  of  the  Internal  Revenue  Code"  and  inserting  in 
lieu  thereof  "subchapter  K  of  chapter  1  of  the  Internal  Revenue 
Code  of  1954". 

(I)  Section  211(e)  of  such  Act  is  amended  by  striking  out  "chapter  1 
of  the  Internal  Revenue  Code",  "chapter  1  of  such  code",  and  "such 
chapter  1"  and  inserting  in  lieu  thereof  "subtitle  A  of  the  Internal 
Revenue  Code  of  1954",  "subtitle  A  of  such  Code",  and  "such  subtitle 
A",  respectively. 

42  use  413.  (9)(A)  Section  213(a)(1)  of  such  Act  is  amended  by  striking  out 

"means"  and  inserting  in  lieu  thereof  "mean". 
(B)  Section  213(a)(2)(B)(ii)  of  such  Act  is  amended  by  striking  out 

"equal  to  $3,000"  and  inserting  in  lieu  thereof  "equal  $3,000". 
42  use  415.  (10)(A)  Section  215(a)(1)  of  such  Act  is  amended— 

(i)  by  striking  out  "of  such  benefits"  in  subparagraph  (B)(i) 
and  inserting  in  lieu  thereof  "for  such  benefits"; 

(ii)  by  striking  out  "amounts"  in  subparagraph  (B)(iii)  and 
inserting  in  lieu  thereof  "amount";  and 

(iii)  by  striking  out  "scetion  217"  in  subparagraph  (C)(ii)  and 
inserting  in  lieu  thereof  "section  217". 

(B)  Section  215(a)(4)  of  such  Act  is  amended  by  indenting  subpara- 
graph (B)  two  ems  so  as  to  align  its  left  margin  with  the  margin  of 
subparagraph  (A)  (and  by  appropriately  further  indenting  clauses  (i) 
and  (ii)  of  such  subparagraph  (B)). 

(C)  Section  215(f)(2)(A)  of  such  Act  is  amended  by  striking  out 
"primary  insurance  account"  and  inserting  in  lieu  thereof  "primary 
insurance  amount". 

(D)  Section  215(h)  of  such  Act  is  amended — 

(i)  by  adding  at  the  beginning  thereof  the  following  heading: 
"Service  of  Certain  Public  Health  Service  Officers";  and 

(ii)  by  striking  out  "Civil  Service  Commission"  in  paragraph 
(1)  and  inserting  in  lieu  thereof  "Director  of  the  Office  of 
Personnel  Management". 

42  use  416.  (11)(A)  Section  2203(d)(4)  of  Public  Law  97-35  is  amended  by 

inserting  after  "at  the  end  of  paragraph  (3)"  the  following:  "(after 
and  below  subparagraph  (C)(ii)) 

42  use  416.  (B)  Section  216(i)(2)(F)(ii)  of  the  Social  Security  Act  is  amended  by 

striking  out  "enacted,"  in  the  matter  immediately  preceding  subdi- 
vision (I)  and  inserting  in  lieu  thereof  "enacted — ". 

42  use  417.  (12)(A)  Section  217(d)  of  such  Act  is  amended  by  indenting  para- 

graphs (1)  and  (2)  two  ems. 

(B)  Section  217(e)(1)  of  such  Act  is  amended  by  inserting 
",  National  Oceanic  and  Atmospheric  Administration  Corps,"  after 
"Coast  and  Geodetic  Survey"  in  the  last  sentence. 

(C)  Section  217(f)(1)  of  such  Act  is  amended  by  striking  out  "Civil 
Service  Commission"  and  inserting  in  lieu  thereof  "Director  of  the 
Office  of  Personnel  Management". 

42  use  418.  (13)  Section  218(i)  of  such  Act  is  amended  by  striking  out  "sub- 

chapter A  or  E  of  chapter  9  of  the  Internal  Revenue  Code"  and 
inserting  in  lieu  thereof  "chapter  21  and  subtitle  F  of  the  Internal 
Revenue  Code  of  1954". 

42  use  421.  (14)  Section  221(e)  of  such  Act  is  amended  by  striking  out  "Federal 

Disability  Trust  Fund  is  charged"  and  inserting  in  lieu  thereof 
"Federal  Disability  Insurance  Trust  Fund  is  charged". 
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(15)  (A)  Subsections  (a)  and  (b)(1)  of  section  222  of  such  Act  are  42  use  422. 
amended  by  striking  out  ''the  Vocational  RehabiUtation  Act"  each 

place  it  appears  and  inserting  in  lieu  thereof  ''title  I  of  the  Rehabili- 
tation Act  of  1973". 

(B)  Section  222(b)(3)  of  such  Act  is  amended  by  striking  out 
"equal"  and  inserting  in  lieu  thereof  "equals". 

(C)  Section  222(b)(4)  of  such  Act  is  amended  by  striking  out  "full- 
time  student"  and  inserting  in  lieu  thereof  "full-time  elementary  or 
secondary  school  student". 

(16)  Section  223(d)(2)(A)  of  such  Act  is  amended  by  striking  out  "an  42  use  423. 
individual"  and  inserting  in  lieu  thereof  "An  individual". 

(17)  Section  226(b)  of  such  Act  is  amended  (in  the  matter  following  42  use  426. 
paragraph  (2)(C))  by  striking  out  "part  (A)"  and  inserting  in  lieu 

thereof  ^'part  A". 

(18)  The  last  sentence  of  section  230(c)  of  such  Act  is  amended  by  97  Stat.  425. 
striking  out  "(3)(f)(3)"  and  inserting  in  lieu  thereof  "3(f)(3)".  42  use  430. 

(b)  (1)  Section  3()2(b)  of  such  Act  is  amended  by  striking  out  all  that  42  use  502. 
follows  "through"  and  precedes  "and  prior"  and  inserting  in  lieu 

thereof  "the  Fiscal  Service  of  the  Department  of  the  Treasury". 

(2)  Section  303(a)(4)  of  such  Act  is  amended  by  striking  out  42  use  503. 
"1606(b)"  and  inserting  in  lieu  thereof  "3305(b)". 

(3)  Section  303(a)(5)  of  such  Act  (as  amended  by  the  1983  Amend- 
ments) is  amended— 

(A)  by  striking  out  "1606(b)"  and  inserting  in  lieu  thereof 
"3305(b)";  and 

(B)  by  striking  out  the  punctuation  mark  immediately  before 
the  last  proviso  and  inserting  in  lieu  thereof  a  colon. 

(4)  Section  303(c)  of  such  Act  is  amended  by  striking  out  "That"  in 
paragraphs  (1)  and  (2)  and  inserting  in  lieu  thereof  "that". 

(5)  Section  303(e)(2)(A)(i)  of  such  Act  is  amended  by  striking  out 
"child  support  obligatons"  and  inserting  in  lieu  thereof  "child  sup- 
port obligations". 

(c)  (1)(A)  Section  402(a)(9)  of  such  Act  is  amended  by  striking  out  42  use  602. 
"use  of  disclosure"  and  inserting  in  lieu  thereof  "use  or  disclosure". 

(B)  Section  402(aX14)  of  such  Act  is  amended  by  striking  out  "(A) 
provide  that"  and  inserting  in  lieu  thereof  "provide  (A)  that". 

(C)  Section  402(a)(19)(F)(i)  of  such  Act  is  amended  by  striking  out 
"or  section  408"  and  inserting  in  lieu  thereof  "or  section  472". 

(D)  Section  402(a)(19)(G)  of  such  Act  is  amended  by  striking  out  the 
comma  before  "that"  in  clause  (iv). 

(E)  Section  402(a)  of  such  Act  is  further  amended— 

(i)  by  striking  out  "must"  immediately  before  the  first  of  its  36 
numbered  subdivisions  and  inserting  in  lieu  thereof  "must—"; 

(ii)  by  indenting  and  aligning  such  numbered  subdivisions 
(without  altering  any  of  the  numbering,  language,  or  punctua- 
tion) to  the  extent  necessary  to  make  each  of  such  subdivisions  a 
numbered  paragraph  with  its  left  margin  indented  two  ems 
(and  with  any  designated  internal  subdivisions  within  such 
paragraphs  (including  the  numbered  subdivisions  in  subpara- 
graphs (A)  and  (B)  of  paragraph  (8)  and  in  subparagraph  (A)  of 
paragraph  (14)  but  not  including  such  subparagraphs  them- 
selves, and  not  including  any  of  the  subdivisions  in  paragraphs 
(9),  (10),  (15),  (19)(G),  (25),  (30),  (31),  (33),  and  (36))  being  appropri- 
ately further  indented  and  aligned  as  subparagraphs  or 
clauses); 

(iii)  by  striking  out  "and"  after  the  semicolon  at  the  end  of 
paragraph  (5); 
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(iv)  by  striking  out  "clause"  each  place  it  appears  in  para- 
graphs (15)(A),  (15)(B),  and  (19)(F)  and  inserting  in  lieu  thereof 
"paragraph";  and 

(v)  by  striking  out  "section  402(a)(7)"  in  paragraph  (19)(D)  and 
inserting  in  lieu  thereof  "paragraph  (7)". 

(F)  Section  402(c)  of  such  Act  is  amended  by  striking  out  "clause" 
each  place  it  appears  and  inserting  in  lieu  thereof  "paragraph". 

(G)  Section  402(d)(2)  of  such  Act  is  amended  by  striking  out 
"section  43"  and  "section  43(g)"  and  inserting  in  lieu  thereof  "sec- 
tion 32"  and  "section  32(g)",  respectively. 

(2)  (A)  Section  403(b)(3)  of  such  Act  is  amended  by  striking  out  all 
that  follows  "through"  and  precedes  "and  prior"  and  inserting  in 
lieu  thereof  "the  Fiscal  Service  of  the  Department  of  the  Treasury". 

(B)  Clause  (ii)  in  the  last  sentence  of  section  403(j)  of  such  Act  is 
amended  by  striking  out  the  comma  after  "excess  payments". 

(3)  (A)  Section  406(b)(2)  of  such  Act  is  amended  by  adding  "and" 
after  the  semicolon  at  the  end  of  clause  (C),  by  striking  out  clause 
(D),  and  by  redesignating  clause  (E)  as  clause  (D). 

(B)(i)  The  laist  sentence  of  section  406(b)  of  such  Act,  and  section 
402(a)(19)(F)(i)  of  such  Act,  are  each  amended  by  striking  out 
"clauses  (A)  through  (E)"  and  inserting  in  lieu  thereof  "clauses  (A) 
through  (D)". 

(ii)  Section  402(a)(26)(B)  of  such  Act  is  amended  by  striking  out 
"subparagraphs  (A)  through  (E)"  and  inserting  in  lieu  thereof 
"clauses  (A)  through  (D)". 

(4)  (A)  Section  407(b)(1)(C)  of  such  Act  is  amended  by  striking  out 
"such  father",  and  "he"  each  place  it  appears,  and  by  inserting  in 
lieu  thereof  in  each  instance  "such  parent 

(B)  Section  407(b)(2)(A)  of  such  Act  is  amended  by  striking  out 
"thirty  days"  and  inserting  in  lieu  thereof  "30  days". 

(5)  Section  409(a)  of  such  Act  is  amended — 

(A)  by  striking  out  "vacanies"  in  paragraph  (1)(B)  and  insert- 
ing in  lieu  thereof  "vacancies";  and 

(B)  by  striking  out  "part  (C)"  in  paragraph  (3)  and  inserting  in 
lieu  thereof  "part  C" 

(6)  Section  410  of  such  Act  is  amended  by  striking  out  "Food 
Stamp  Act  of  1964"  in  subsections  (a)  and  (c)  and  inserting  in  lieu 
thereof  "Food  Stamp  Act  of  1977". 

(7)  (A)  Section  4140t))(5)  of  such  Act  is  amended  by  striking  out 
"receipients"  and  inserting  in  lieu  thereof  "recipients". 

(B)  Section  415(b)(l)(B)(ii)  of  such  Act  is  amended  by  striking  out 
"determinig"  and  inserting  in  lieu  thereof  "determining". 

(8)  Section  420(b)  of  such  Act  is  amended  by  striking  out  the 
comma  immediately  after  "preceding  sentence". 

(9)  Section  441  of  such  Act  is  amended  by  striking  out  "(a)". 

(10)  Section  444(d)  of  such  Act  is  amended  by  striking  out  "rere- 
ferred"  and  inserting  in  lieu  thereof  "referred". 

(11)  Section  445(bXl)(E)  of  such  Act  is  amended  by  striking  out 
"Comprehensive  Employment  and  Training  Act  of  1973"  and  insert- 
ing in  lieu  thereof  "Job  Training  Partnership  Act". 

(12)  The  second  sentence  of  section  452(c)(2)  of  such  Act  is 
amended  by  striking  out  "preceding  section"  and  inserting  in  lieu 
thereof  "preceding  sentence". 

(13)  Section  453(b)(2)  of  such  Act  is  amended  by  striking  out  ",  or 
the  United  States"  and  inserting  in  lieu  thereof  "of  the  United 
States". 

(14)  Section  454  of  such  Act  is  amended— 
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(A)  by  striking  out  "of  such  parent"  in  paragraph  (9)(C); 

(B)  by  striking  out  "collection  and  distribution,"  in  clause 
(A)(ii)  of  paragraph  (16)  and  inserting  in  lieu  thereof  "collection, 
and  distribution' ;  and 

(C)  by  indenting  paragraph  (17)  two  ems  so  as  to  align  its  left 
margin  with  the  margins  of  the  preceding  paragraphs,  and 
amending  such  paragraph  (as  so  indented) — 

(i)  by  striking  out  "to  accept"  and  inserting  in  lieu  thereof 
"provide  that  the  State  will  accept", 

(ii)  by  striking  out  "and  to  impose"  and  inserting  in  lieu 
thereof  "will  impose" ,  • 

(iii)  by  striking  out  "to  transmit"  and  inserting  in  lieu 
thereof  "will  transmit",  and 

(iv)  by  striking  out  ",  otherwise  to  comply"  and  inserting 
in  lieu  thereof  "will  otherwise  comply". 

(15)  Section  456  of  such  Act  is  amended—  42  USC  656. 

(A)  by  inserting  "(1)"  after  "Sec.  456.  (a)"; 

(B)  by  striking  out  "(1)  The  amount"  and  inserting  in  lieu 
thereof  "(2)  The  amount"; 

(C)  by  striking  out  "(2)  Any"  and  inserting  in  lieu  thereof  "(3) 
Any";  and 

(D)  by  striking  out  "paragraphs  (1)  (A)  and  (B)"  and  inserting 
in  lieu  thereof  "subparagraphs  (A)  and  (B)  of  paragraph  (2)". 

(16)  The  heading  of  section  458  of  such  Act  is  amended  by  striking  42  USC  658. 
out  "States"  and  inserting  in  lieu  thereof  "states". 

(17)  Section  462(f)(2)  of  such  Act  is  amended  by  striking  out  42  USC  662. 
"dependents"  and  inserting  in  lieu  thereof  "dependents'  ". 

(18)  (A)  Section  474(b)(4)(A)  of  such  Act  is  amended  by  striking  out  42  USC  674. 
"subparagraph  (c)"  and  inserting  in  lieu  thereof  "subparagraph  (C)". 

(B)  Section  474(c)(2)  of  such  Act  is  amended  by  striking  out 
"relvant"  and  inserting  in  lieu  thereof  "relevant". 

(C)  Section  474(d)(1)  of  such  Act  is  amended— 

(i)  by  striking  out  "and  (c)"  the  second  place  it  appears  and 
inserting  in  lieu  thereof  "and  (C)";  and 

(ii)  by  striking  out  "secretary"  and  inserting  in  lieu  thereof 
"Secretary". 

(d)(1)  Section  901(c)  of  such  Act  is  amended  by  aligning  paragraphs  42  USC  iioi. 
(1)  through  (4)  (including  the  subparagraphs  in  paragraph  (3))  flush 
with  the  left  margin  (but  with  appropriate  indentation  in  the  case  of 
the  subparagraphs  and  clauses  in  paragraph  (1)). 

(2)  Section  901(f)  of  such  Act  is  amended  by  moving  paragraph  (3) 
two  ems  to  the  left,  so  that  its  left  margin  is  in  flush  alignment  with 
the  margins  of  the  other  paragraphs  in  such  section. 

(3)  Section  904(b)  of  such  Act  is  amended  by  striking  out  "the  42  USC  1104. 
Second  Liberty  Bond  Act,  as  amended,"  and  inserting  in  lieu  thereof 
"chapter  31  of  title  31,  United  States  Code,". 

(4)  Section  908(d)  of  such  Act  is  amended  by  striking  out  "5703(b)"  42  USC  1108. 
and  inserting  in  lieu  thereof  "5703". 

(eXl)(A)  Subparagraphs  (C)  and  (D)  of  section  1101(a)(8)  of  such  Act  42  USC  1301. 
are  amended  by  indenting  them  2  ems  so  as  to  align  their  left 
margin  with  the  left  margin  of  subparagraphs  (A)  and  (B)  of  such 
section. 

(B)  Paragraph  (9)  of  section  1101(a)  of  such  Act  is  amended  by 
indenting  it  (including  subparagraphs  (A)  through  (D)  and  clauses  (i) 
and  (ii)  of  subparagraph  (C))  2  ems  so  as  to  align  the  left  margin  at 
the  beginning  of  such  paragraph  with  the  left  margin  of  paragraph 
(8XA)  of  such  section. 
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(2XA)  Section  1107(a)  of  such  Act  is  amended  by  striking  out 
"subchapter  E  of  chapter  1  or  subchapter  A,  C,  or  E  of  chapter  9  of 
the  Internal  Revenue  Code,"  and  inserting  in  lieu  thereof  "of  chap- 
ter 2,  21,  or  23  of  the  Internal  Revenue  Code  of  1954,  or  of  any 
provision  of  subtitle  F  of  such  Code  which  corresponds  (within  the 
meaning  of  section  7852(b)  of  such  Code)  to  a  provision  contained  in 
subchapter  E  of  chapter  9  of  the  Internal  Revenue  Code  of  1939,". 

(B)  The  amendment  made  by  subparagraph  (A)  shall  not  apply  to 
returns  filed  or  representations  made  on  or  before  the  date  of  the 
enactment  of  this  Act. 

(3)  Section  1107(b)  of  such  Act  is  amended  by  striking  out  "former 
wife  divorced,"  each  place  it  appears  and  inserting  in  lieu  thereof 
"divorced  wife,  divorced  husband,  surviving  divorced  wife,  surviving 
divorced  husband,  surviving  divorced  mother,  surviving  divorced 
father,". 

(4)  (A)  Section  1114(g)  of  such  Act  is  amended  by  striking  out  the 
period  after  "Code"  and  inserting  in  lieu  thereof  a  comma. 

(B)  Section  1114(hXl)  of  such  Act  is  amended  by  striking  out 
"sections  281,  283,  and  1914  of  title  18  of  the  United  States  Code,  and 
section  190  of  the  Revised  Statutes  (5  U.S.C.  99)"  and  insert  in  lieu 
thereof  "sections  203,  205,  and  209  of  title  18,  United  States  Code". 

(5)  Section  1115(a)  of  such  Act  is  amended  by  striking  out  "VI,", 
"602,",  and  "603,". 

(6)  Siection  1116  of  such  Act  is  amended — 

(A)  by  striking  out  "VI,"  in  subsections  (aXD,  (b),  and  (d); 

(B)  by  striking  out  "604,"  in  subsection  (aX3);  and 

(C)  by  striking  out  "XVI,"  and  all  that  follows  through  "part 
A"  in  subsection  (d)  and  inserting  in  lieu  thereof  "XVI,  or  XIX, 
or  part  A". 

1.      (7)  Section  1131(a)  of  such  Act  is  amended— 

(A)  by  striking  out  the  period  after  "section  204(d)  of  this  Act" 
in  paragraph  (2XB)  and  inserting  in  lieu  thereof  a  comma;  and 

(B)  by  moving  the  matter  following  paragraph  (2XB)  two  ems 
to  the  left  so  that  it  is  flush  with  the  left  margin. 

(f)  Title  XIII  of  such  Act  is  repealed. 

(g)  (1)  Section  1611(c)  of  such  Act  is  amended  by  adding  at  the 
beginning  thereof  the  following  heading: 

"Period  for  Determination  of  Benefits". 

(2)  Section  1611(g)  of  such  Act  is  amended  by  striking  out  "or 
individuals"  and  inserting  in  lieu  thereof  "or  such  individual". 

(3)  Section  1612(bX2)  of  such  Act  is  amended  by  indenting  subpara- 
graph (B)  two  ems  so  as  to  align  its  left  margin  with  the  margin  of 
subparagraph  (A). 

(4)  Section  1612(bX9)  of  such  Act  is  amended  by  inserting  a  comma 
after  "child". 

(5)  The  heading  of  section  1613(c)  of  such  Act  is  amended  to  read 
as  follows: 

"Disposal  of  Resources  For  Less  Than  Fair  Market  Value". 

(6)  Section  1614(aX3)  of  such  Act  is  amended  by  moving  subpara- 
graph (E)  two  ems  to  the  left,  so  that  its  left  margin  is  in  flush 
alignment  with  the  margins  of  the  other  subparagraphs  in  such 
section. 
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(7)  Section  1614(dXl)  of  such  Act  is  amended  by  striking  out  "man  42  use  I382c. 
and  women"  and  inserting  in  lieu  thereof  "man  and  woman". 

(8)  Section  1615  of  such  Act  is  amended  by  striking  out  "the  42  use  I382d. 
Vocational  Rehabilitation  Act"  in  subsections  (a),  (c),  and  (d)  and 
inserting  in  lieu  thereof  "title  I  of  the  Rehabilitation  Act  of  1973". 

(9)  Section  1618  of  such  Act  is  amended —  42  use  I382g. 

(A)  by  moving  subsection  (d)  two  ems  to  the  left,  so  that  its  left 
margin  is  in  flush  alignment  with  the  margins  of  the  other 
subsections  in  such  section; 

(B)  by  striking  out  the  comma  after  "levels  of  its"  in  such 
subsection  (d);  and 

(C)  by  inserting  a  comma  after  "1980",  and  after  "1976"  each 
place  it  appears,  in  such  subsection. 

(10)  Section  1621(e)  of  such  Act  is  amended  by  striking  out  "sever-  42  use  I382j. 
ably"  and  inserting  in  lieu  thereof  "severally". 

(IIXA)  Section  1631(bXl)  of  such  Act  is  amended  by  striking  out  42  use  1383. 
"equity  or"  and  inserting  in  lieu  thereof  "equity  and". 

(B)  Section  1631(bX2)  of  such  Act  is  amended  by  striking  out 
"section  43"  and  "section  43(g)"  and  inserting  in  lieu  thereof  "sec- 
tion 32"  and  "section  32(g)",  respectively. 

(12)  Section  1631(dXl)  of  such  Act  is  amended  by  striking  out  "(e), 
and  (f)"  and  inserting  in  lieu  thereof  "and  (e)". 

(h)(1)  Section  2002(b)  of  such  Act  is  amended  by  striking  out  42  use  I397a. 
"section  203  of  the  Intergovernmental  Cooperation  Act  of  1968  (42 
U.S.C.  4213)"  and  inserting  in  lieu  thereof  "section  6503  of  title  31, 
United  States  Code,". 

(2)  Section  2006(c)  of  such  Act  is  amended  by  striking  out  "section  42  use  I397e. 
202  of  the  Intergovernmental  Cooperation  Act  of  1968  (42  U.S.C. 
4212)"  and  inserting  in  lieu  thereof  "section  6503  of  title  31,  United 
States  Code". 

(iXD  Section  3121(bXl)  of  the  Internal  Revenue  Code  of  1954  is  26  use  3121. 
amended  by  striking  out  "(A)"  and  all  that  follows  down  through  "or 
(B)". 

(2)  Section  3121(iX2)  of  such  Code  is  amended  by  striking  out 
"section  102(10)  of  the  Servicemen's  and  Veterans'  Survivor  Benefits 
Act"  and  inserting  in  lieu  thereof  "chapter  3  and  section  1009  of 
title  37,  United  States  Code". 

(3)  Section  3121(mX2)  of  such  Code  is  amended — 

(A)  by  striking  out  "section  102  of  the  Servicemen's  and 
Veterans'  Survivor  Benefits  Act"  and  inserting  in  lieu  thereof 
"paragraph  (21)  of  section  101  of  title  38,  United  States  Code"; 
and 

(B)  by  striking  out  "such  section"  and  inserting  in  lieu  thereof 
"paragraph  (22)  of  such  section". 

(4)  Section  3121(mX3)  of  such  Code  is  amended  by  striking  out 
"such  section  102"  and  inserting  in  heu  thereof  "paragraph  (23)  of 
such  section  101". 

(5)  Section  3121(n)  of  such  Code  is  amended — 

(A)  by  striking  out  "a  reserve  component  of  a  uniformed 
service  as  defined  in  section  102(3)  of  the  Servicemen's  and 
Veterans'  Survivor  Benefits  Act"  in  the  first  sentence  and 
inserting  in  lieu  thereof  "a  reserve  component  as  defined  in 
section  101(27)  of  title  38,  United  States  Code"; 

(B)  by  inserting  ",  the  National  Oceanic  and  Atmospheric 
Administration  Corps,"  after  "Coast  and  Geodetic  Survey"  in 
the  first  sentence; 
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(C)  by  striking  out  "military  or  naval"  each  place  it  appears 
in  paragraph  (5)  and  inserting  in  lieu  thereof  military,  naval, 
or  air";  and 

(D)  by  striking  out  "Universal  Military  Training  and  Service 
Act"  in  paragraph  (5XB)  and  inserting  in  lieu  thereof  "Military 
Selective  Service  Act". 

(jXD  Section  1101(a)(6)  of  the  Social  Security  Act  is  amended  by 
striking  out  "means"  and  all  that  follows  and  inserting  in  lieu 
thereof  "means  the  Secretary  of  Health  and  Human  Services.". 

(2)  The  following  provisions  of  such  Act  are  amended  by  striking 
out  "Health,  Education,  and  Welfare"  wherever  it  appears  and 
inserting  in  lieu  thereof  "Health  and  Human  Services": 

(A)  In  title  II— 

(i)  subsections  (a)(3),  (aX4),  (bXD,  (bX2),  (gXD,  (gX2),  (gX4), 
and  (iXD  of  section  201; 

(ii)  subsections  (q)(4XB),  (qX6XB),  and  (rXD  of  section  218; 
and 

(iii)  subsections  (b)(3)  and  (b)(4)  of  section  231; 

(B)  in  title  IV— 

(i)  subsections  (bX2)  and  (bX3)  of  section  403; 

(ii)  subsection  (a)  of  section  431; 

(iii)  subsection  (b)  of  section  436; 

(iv)  section  439; 

(v)  section  441; 

(vi)  section  443; 

(vii)  subsection  (a)  of  section  444; 

(viii)  subsection  (a)  of  section  452; 

(ix)  subsection  (bXD  of  section  453; 

(x)  parapaph  (8)(B)  of  section  454;  and 

(xi)  section  460; 

(C)  in  title  VII— 

(i)  section  702;  and 

(ii)  subsection  (cXD  of  section  706; 

(D)  in  title  XI— 

(i)  section  1102; 

(ii)  subsection  (b)  of  section  1106; 

(iii)  subsection  (b)  of  section  1107; 

(iv)  subsection  (c)  of  section  1114; 

(v)  section  1120;  and 

5.  (vi)  subsection  (a)  of  section  1126; 

(E)  in  title  XVI,  section  1602;  and 

(F)  in  title  XVIII— 

(i)  subsections  (a),  (fKD,  (g),  and  (h)  of  section  1817; 

(ii)  subsections  (aX2)  and  (dXD  of  section  1840; 

(iii)  subsections  (f),  (g),  (h),  and  (i)  of  section  1841;  and 

(iv)  subsection  (b)(3)  of  section  1842. 

(3)  The  following  provisions  of  such  Act  are  amended  by  striking 
out  "of  Health,  Education,  and  Welfare"  wherever  it  appears: 

(A)  In  title  II— 

(i)  subsections  (aX10)(B)  and  (1X4XA)  of  section  210; 

(ii)  subsections  (aX2),  (aX3),  (bX2),  (eX2),  (eX3),  and  (fKD  of 
section  217* 

(iii)  subs^tions  (aXl).  (cX4),  (dX3),  (dX7),  (hX2),  (hX3),  (i),  (j), 
(kXl),  (1),  and  (pX2)  of  section  218; 

(iv)  subsection  (g)  of  section  228;  and 

(v)  subsection  (d)  of  section  233; 

(B)  in  title  IV— 


PUBLIC  LAW  98-369— JULY  18,  1984  98  STAT.  1171 

(i)  subsection  (aX3)  of  section  403;  and  42  use  603. 

(ii)  subsection  (e)  of  section  407;  and  42  use  607. 
(C)  in  title  XIX,  section  1901.  42  use  1396. 

(4)  Section  205(1)  of  such  Act  is  amended  by  striking  out  "employ-  42  use  405. 
ee"  and  all  that  follows  down  through  "designated"  and  inserting  in 

lieu  thereof  "employee  of  the  Department  of  Health  and  Human 
Services  designated' . 

(5)  The  following  provisions  of  the  Internal  Revenue  Code  of  1954 
are  amended  by  striking  out  "Health,  Education,  and  Welfare"  each 
place  it  appears  and  inserting  in  lieu  thereof  "Health  and  Human 
Services": 

(A)  Subsection  (d)(6)(BXii)  of  section  51;  26  use  51. 

(B)  subsections  (cXD,  (cX2XE),  (gXD,  (gX3XA),  and  (gX3XB)  of 

section  1402;  26  use  1402. 

(C)  subsection  (bXlOXB)  of  section  3121;  26  use  3121. 

(D)  subsections  (d)  and  (f)  of  section  6057;  26  use  6057. 

(E)  subsection  (1X5)  of  section  6103;  and  26  use  6103. 

(F)  paragraph  (5)  of  section  6511(d).  26  use  6511. 
(k)  Sections  432(d),  432(fKl),  433fe),  and  434(b)  of  the  Social  Se- 
curity Act  are  each  amended  by  striking  out  "of  Labor"  wherever  it  42  use  632,  633, 
appears.  634. 

(1)  Any  reference  to  the  Federal  Security  Administrator  which  42  use  1301 
may  remain  in  the  provisions  of  title  II,  IV,  VII,  or  XI  of  the  Social  J^o^e. 
Security  Act  (other  than  section  1101(aX6)  of  such  Act)  is  amended —  42  use  401,  601, 

(1)  by  substituting  "Secretary"  or  "Secretary's"  for  the  term  901, 1301. 
"Administrator"  or  "Administrator's",  where  the  reference  is  to  42  use  1301. 
that  term  alone; 

(2)  by  substituting  "Secretary  of  Health,  Education,  and  Wel- 
fare" for  the  term  Federal  Security  Administrator",  where  the 
reference  is  to  that  term,  if  the  provision  containing  such 
reference  is  amended  by  paragraph  (2)  or  (3)  of  subsection  (j)  (in 
which  case  the  amendment  of  such  provision  under  this  para- 
graph shall  be  deemed  to  have  taken  effect  immediately  prior  to 
the  amendment  of  such  provision  under  such  paragraph  (2)  or 
(3));  and 

(3)  by  substituting  "Secretary  of  Health  and  Human  Services" 
for  the  term  "Federal  Security  Administrator"  in  any  other 
case  where  the  reference  is  to  that  term; 

and  any  reference  to  the  Federal  Security  Agency  which  may 
remain  in  such  provisions  is  amended  by  substituting  "Department 
of  Health  and  Human  Services"  for  the  term  "Federal  Security 
Agency";  but  nothing  in  this  subsection  shall  affect  the  exercise 
under  section  402(aX5)  of  such  Act  of  the  functions,  powers,  and  42  use  602. 
duties  relating  to  the  prescription  of  personnel  standards  on  a  merit 
basis  which  were  transferred  from  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  by  section  208(aX3XD)  of  Public  Law  91-648.  42USe4728. 

EFFECTIVE  DATES 

Sec.  2664.  (a)  Except  as  otherwise  specifically  provided,  the  42  use  401  note, 

amendments  made  by  sections  2661  and  2662  shall  be  effective  as  ^'l^^,  pp.  1156, 
though  they  had  been  included  in  the  enactment  of  the  Social 

Security  Amendments  of  1983  (Public  Law  98-21).  97  Stat.  65. 

(b)  Except  to  the  extent  otherwise  specifically  provided  in  this  42  use  1305 
subtitle,  the  amendments  made  by  section  2663  shall  be  effective  on  ^^qq 
the  date  of  the  enactment  of  this  Act;  but  none  of  such  amendments 
shall  be  construed  as  changing  or  affecting  any  right,  liability, 
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status,  or  interpretation  which  existed  (under  the  provisions  of  law 
involved)  before  that  date. 

Subtitle  E — Trade  Adjustment  Assistance 

UMITATIONS  ON  TRADE  READJUSTMENT  ALLOWANCES 

Sec.  2671.  The  first  sentence  of  section  233(a)(3)  of  the  Trade  Act  of 
1974  (19  U.S.C.  2293(aX3))  is  amended  to  read  as  follows:  ''Notwith- 
standing paragraph  (1),  in  order  to  assist  the  adversely  affected 
19  use  2296.  worker  to  complete  training  approved  for  him  under  section  236, 
and  in  accordance  with  regulations  prescribed  by  the  Secretary, 
payments  may  be  made  as  trade  readjustment  allowances  for  up  to 
26  additional  weeks  in  the  26-week  period  that — 

"(A)  follows  the  last  week  of  entitlement  to  trade  readjust- 
ment allowances  otherwise  payable  under  this  chapter;  or 

"(B)  begins  with  the  first  week  of  such  training,  if  such 
training  is  approved  sifter  the  last  week  described  in  subpara- 
graph (A).". 

JOB  SEARCH  AND  RELOCATION  ALLOWANCES 

Sec.  2672.  (a)  Section  237(aXl)  of  the  Trade  Act  of  1974  (19  U.S.C. 
2297(a)(1))  is  amended  by  striking  out  "$600"  and  inserting  in  lieu 
thereof  "$800". 

(b)  Section  238(dX2)  of  the  Trade  Act  of  1974  (19  U.S.C.  2298(d)(2)) 
is  amended  by  striking  out  "$600"  and  inserting  in  lieu  thereof 
"$800". 

ASSISTANCE  TO  INDUSTRY 

Sec.  2673.  Section  265  of  the  Trade  Act  of  1974  (19  U.S.C.  2355)  is 
amended — 

(1)  by  amending  subsection  (a) — 

(A)  by  inserting  "or  workers"  immediately  after  "sub- 
stantial number  of  firms",  and 

(B)  by  inserting  "223  or"  immediately  before  "251";  and 

(2)  by  striking  out  "$2,000,000"  in  subsection  (b)  and  inserting 
in  lieu  thereof  "$10,000,000". 

Subtitle  F — Certain  Provisions  Relating  to 
Puerto  Rico  and  the  Virgin  Islands 

SEC.  2681.  CLARIFICATION  OF  DEFINITION  OF  ARTICLES  PRODUCED  IN 
PUERTO  RICO  OR  THE  VIRGIN  ISLANDS. 

(a)  In  General.— Section  7652  of  the  Internal  Revenue  Code  of 
97  Stat.  395.  1954  (relating  to  shipments  to  the  United  States)  is  amended  by 
26  use  7652.  redesignating  subsection  (c)  as  subsection  (e)  and  by  inserting  after 
subsection  (b)  the  following  new  subsections: 

"(c)  Articles  Containing  Distilled  Spirits.— For  purposes  of 
subsections  (a)(3)  and  (b)(3),  any  article  containing  distilled  spirits 
shall  in  no  event  be  treated  as  produced  in  Puerto  Rico  or  the  Virgin 
Islands  unless  at  least  92  percent  of  the  alcoholic  content  in  such 
article  is  attributable  to  rum. 

**(d)  Articles  Other  Than  Articles  Containing  Distilled  Se^ir- 
ITS.— For  purposes  of  subsections  (aX3)  and  (bX3) — 
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the  entire  Federal  budget.  These  studies  may  include,  but  need  not 
be  limited  to,  the  following  formulas: 

(1)  a  fraction  (not  necessarily  limited  to  less  than  1.0)  of 
historical  trends  in  spending  within  functions  or  categories  of 
the  budget; 

(2)  an  equal  percentage  growth  rate,  or  an  equal  percentage 
reduction  in  the  growth  rate  of,  each  function  or  category  of  the 
budget; 

(3)  a  set  of  percentage  growth  rates,  whereby  the  budget  is 
divided  into  major  categories  and  a  different  percentage  growth 
rate  is  then  applied  to  each  category; 

(4)  a  fraction  (not  necessarily  limited  to  less  than  1.0)  of  the 
growth  in  the  Gross  National  Product  (as  calculated  by  the 
Congressional  Budget  Office  or  the  Office  of  Management  and 
Budget)  applied  to  each  function  or  category  of  the  budget. 

The  Congressional  Budget  Office  and  the  Office  of  Management  and 
Budget  shall  each  report  the  findings  of  such  study  to  the  Congress 
no  later  than  December  31, 1984. 

MINING  OF  NICARAGUAN  PORTS 

22  use  2151  Sec.  2907.  It  is  the  sense  of  the  Congress  that  no  funds  heretofore 

note  or  hereafter  appropriated  in  any  Act  of  Congress  shall  be  obligated 

or  expended  for  the  purpose  of  planning,  directing,  executing,  or 
supporting  the  mining  of  the  ports  or  territorial  waters  of 
Nicaragua. 

Approved  July  18,  1984. 
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FEDERAL  BOAT  SAFETY  ACT  AJMENDMENTS 


May  16,  1983— Ordered  to  be  printed 


Mr.  Jones  of  North  Carolina,  from  the  Committee  on  Merchant 
Marine  and  Fisheries,  submitted  the  following 

REPORT 

[To  accompany  H.R.  2163] 
[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Merchant  Marine  and  Fisheries,  to  whom  was 
referred  the  bill  (H.R.  2163)  to  amend  the  Federal  Boat  Safety  Act 
of  1971,  and  for  other  purposes,  having  considered  the  same,  report 
favorably  thereon  with  amendments  and  recommend  that  the  bill  as 
amended  do  pass. 

The  amendments  are  as  follows : 

On  page  1,  strike  out  line  3  and  insert  the  following: 
"Title  I — ^Amendments  to  the  Federal  Boat  Safety  Act  of  1971 

"Sec.  101.  Section  2  of  the  Federal  Boat  Safety  Act  of  1971  is". 

On  page  2,  line  17,  strike  out  "Sec.  2."  and  insert  "Sec.  102.". 

On  page  4,  line  13,  strike  out  "Sec.  3."  and  insert  "Sec.  103.". 

On  page  6,  strike  out  lines  1  and  2  and  insert  the  following:  "(D) 
acquiring,  constructing  or  repairing  public  access  sites  used  primarily 
by  recreational  boaters;". 

On  page  6,  strike  out  lines  10,  11,  and  12  and  insert  the  following: 
"(H)  providing  State  boat  numbering  or  titling  programs.". 

On  page  6,  lines  17  and  18,  strike  out  "in  such  fiscal  year". 

On  page  6,  line  20,  strike  out  "for"  and  insert  "by". 

On  page  6,  after  line  22,  insert  the  following: 

Sec.  104.  (a)  Section  202  of  the  Recreational  Boating  Fund 
Act  of  1980  (46  U.S.C.  1479a)  is  amended  to  read  as  follows: 

"SEC.  202.  ESTABLISHMENT  OF  NATIONAL  RECREATION 
BOATING  SAFETY  FUND 

"There  is  established  in  the  Treasury  of  the  United  States 
a  separate  fund  to  be  known  as  the  'National  Recreational 
Boating  Safety  Fund',  consisting  of  such  amounts  as  may 
be  paid  into  it  as  provided  in  section  9503(c)  (4)  of  the  In- 


No  material  relating  to  the  Social  Security  Act  in  this  report. 
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July  1,  1983. — Ordered  to  be  printed 


Mr.  RosTENKOWSKi,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  2163] 
[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the 
bill  (H.R.  2163)  to  amend  the  Federal  Boat  Safety  Act  of  1971,  and 
for  other  purposes,  having  considered  the  same,  report  favorably 
thereon  with  an  amendment  and  recommend  that  the  bill  as 
amended  do  pass. 

The  amendment  to  the  bill,  as  reported  by  the  Committee  on 
Merchant  Marine  and  Fisheries,  which  was  referred  to  the  Com- 
mittee on  Ways  and  Means,  is  a  complete  substitute  therefor  and 
appears  in  bold  face  roman  type  in  the  reported  bill. 


No  material  relating  to  the  Social  SecTirity  Act  in  this  report. 
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November  15  (legislative  day,  November  14),  1983. — Ordered  to  be  printed 


Mr.  Dole,  from  the  Committee  on  Finance,  submitted  the  following 

REPORT 

[To  accompany  H.R.  2163] 

The  Committee  on  Finance,  to  which  was  referred  the  bill  (H.R. 
2163)  to  amend  the  Federal  Boat  Safety  Act  of  1971,  and  for  other 
purposes,  having  considered  the  same,  reports  favorably  thereon  with 
an  amendment  and  recommends  that  the  bill,  as  amended,  do  pass. 

I.  Summary 

H.R.  2163,  as  referred  to  the  committee,  was  ordered  favorably  re- 
ported with  amendments  which  struck  everything  after  the  enacting 
clause  and  substituted  the  provisions  described  herein.  H.R.  2163,  as 
amended,  contains  miscellaneous  amendments  to  the  tariff  and  trade 
laws  of  the  United  States.  A  summary  of  H.R.  2163,  as  amended, 
follows : 

CORDAGE  PRODUCTS 

Section  1  would  reclassify  certain  cordage  products  currently  class- 
ified in  schedule  7  into  schedule  3  at  higher  rates  of  duty  than  are 
currently  applicable. 

"like  products" 

Section  2  would  amend  the  current  definition  of  "like  products"  in 
section  771(10)  of  the  1930  Tariff  Act,  to  include  agricultural  prod- 
ucts at  earlier  stages  of  processing  than  imported  articles. 

FISH  nets 

Section  3  would  accelerate,  within  a  quota,  the  current  staged  duty 
reduction  on  fish  netting  and  fish  nets  which  are  now  to  become  fully 
reduced  (to  17  percent  ad  valorem)  in  1989. 


No  material  relating  to  the  Social  Security  Act  in  this  report. 
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the  Union  and  ordered  to  be  printed 


Mr.  RosTENKOWSKi,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 

together  with 

SUPPLEMENTAL,  ADDITIONAL,  AND  ADDITIONAL 
SUPPLEMENTAL  VIEWS 

[To  accompany  H.R.  4170] 

[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the 
bill  (H.R.  4170)  to  provide  for  tax  reform,  and  for  other  purposes, 
having  considered  the  same,  rep'ort  favorably  thereon  with  amend- 
ments and  recommend  that  the  bill  do  pass. 

The  amendments  (stated  in  terms  of  the  pages  and  lines  of  the 
introduced  bill)  are  as  follows: 

Amendments  to  Title  IX 

In  the  table  of  contents,  strike  out  *'Sec.  926."  and  insert  in  lieu 
thereof  "Sec.  928.",  and  after  the  item  relating  to  section  925  insert 
the  following  new  items: 

Sec.  926.  SSI  benefits  for  individuals  who  perform  substantial  gainful  activity  de- 
spite severe  medical  impairment 

Sec.  927.  Additional  functions  of  Advisory  Council;  work  evaluations  in  case  of  appli- 
cants for  and  recipients  of  SSI  benefits  based  on  disability. 

On  page  632,  after  line  17,  insert  the  following  new  subsection: 
(c)  Section  1614(a)  of  such  Act  is  amended  by  adding  at  the  end 

thereof  the  following  new  paragraph: 

''(5)  A  recipient  of  benefits  based  on  disability  under  this  title 

may  be  determined  not  to  be  entitled  to  such  benefits  on  the  basis 


1.  Miscellaneous  Tax  Provisions 

1.  Rollover  of  Certain  Partial  Distributions  From  Qualified  Plans 
(sec.  491  of  the  bill  and  sec.  402(a)  of  the  Code 

Present  Law 

Under  present  law,  an  employee's  benefits  from  or  under  a  tax- 
qualified  pension,  profit-sharing,  stock  bonus  plan,  or  a  qualified 
annuity  plan  generally  are  includible  in  income  when  the  benefits 
are  distributed.  If  the  balance  to  the  credit  of  an  employee  is  paid 
to  the  employee  or  to  the  surviving  spouse  of  the  employee  as  a 
qualifying  rollover  distribution,  all  or  any  portion  of  the  distribu- 
tion may  be  rolled  over,  within  60  days  of  the  date  of  the  distribu- 
tion, to  another  qualified  pension,  etc.,  plan  or  an  individual  retire- 
ment account,  annuity,  or  retirement  bond  (an  IRA).  If  a  rollover  is 
made,  tax  is  deferred  on  the  portion  of  the  distribution  rolled  over. 
Under  present  law,  no  rollover  is  permitted  for  a  plan  distribution 
that  is  not  a  total  distribution. 

Present  law  defines  a  qualifying  rollover  distribution  as  one  or 
more  distributions  (1)  within  one  taxable  year  of  the  employee  on 
account  of  the  termination  of  the  plan  or,  in  the  case  of  a  profit- 
sharing  or  stock  bonus  plan,  a  complete  discontinuance  of  contribu- 
tions under  the  plan,  (2)  that  constitute  a  lump-sum  distribution,  or 
(3)  that  constitute  a  distribution  of  accumulated  deductible  employ- 
ee contributions. 

Similar  rules  apply  under  present  law  to  benefits  under  tax-shel- 
tered annuity  contracts.  Consequently,  a  lump-sum  distribution 
under  a  tax-sheltered  annuity  contract  also  may  be  rolled-over,  tax- 
free,  to  another  tax-sheltered  annuity  contract  or  to  an  IRA.  Tax- 
sheltered  annuity  contracts  may  be  purchased  for  employees  by 
certain  tax-exempt  organizations  or  by  public  educational  organiza- 
tions. 

A  distribution  is  a  lump-sum  distribution  only  if  it  consists  of  the 
balance  to  the  credit  of  the  employee  under  the  qualified  pension, 
etc.,  plan  or  tax-sheltered  annuity  contract,  is  made  within  one  tax- 
able year  of  the  recipient,  and  is  made  on  account  of  the  employ- 
ee's attainment  of  age  59  y2,  separation  from  service,  or  death.  In 
the  case  of  a  self-employed  individual,  a  lump-sum  distribution  niay 
be  paid  on  account  of  attainment  of  age  59  y2,  death,  or  disability. 

If  an  employer  maintains  more  than  one  qualified  pension,  etc., 
plan,  present  law  requires  that  all  qualified  pension,  etc.,  plans  of 
the  employer  of  the  same  type  {e.g.,  all  profit-sharing  plans)  gener- 
ally must  be  aggregated  for  purposes  of  determining  whether  the 
balance  to  the  credit  of  the  employee  has  been  distributed  in  a 
lump  sum  distribution.  A  special  exception  applies  solely  for  pur- 
poses of  the  rollover  provisions.  Consequently,  if  an  employer  main- 
tains two  qualified  pension  plans,  one  of  which  is  a  defined  benefit 
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pension  plan  and  one  of  which  is  a  money  purchase  pension  plan, 
and  the  balance  to  the  credit  of  an  employee  in  the  money  pur- 
chase pension  plan  is  distributed,  the  balance  to  the  credit  of  the 
employee  under  the  defined  benefit  pension  plan  is  not  counted 
under  the  aggregation  rules.  In  the  case  of  a  tax-sheltered  annuity 
contract,  the  aggregation  rules  provide  that  all  tax-sheltered  annu- 
ity contracts  purchased  for  an  employee  by  one  employer  are  treat- 
ed as  a  single  contract  for  purposes  of  determining  the  balance  to 
the  credit  of  the  employee. 

Under  present  law,  if  no  part  of  a  lump  sum  distribution  from  a 
qualified  pension,  etc.,  plan  is  rolled  over,  it  may  be  accorded  spe- 
cial 10-year  income  averaging.  Also,  present  law  provides  that  if  a 
lump  sum  distribution  includes  employer  securities  with  unrealized 
appreciation,  the  unrealized  appreciation  generally  is  not  includi- 
ble in  gross  income  until  the  securities  are  sold  or  exchanged.  This 
rule  applies  whether  or  not  all  or  a  portion  of  the  distribution  is 
rolled  over  to  another  qualified  plan  or  to  an  IRA. 

Reasons  for  Change 

The  Committee  believes  that  tax-free  rollover  of  partial  distribu- 
tions from  qualified  plans  or  tax-sheltered  annuity  contracts  should 
be  permitted,  provided  that  favorable  tax  treatment  {i.e.,  10-year 
income  averaging  or  long-term  capital  gains  treatment)  is  denied 
for  subsequent  distributions. 

Explanation  of  Provision 

Under  the  bill,  distributions  of  less  than  the  balance  to  the  credit 
of  an  employee  under  a  qualified  pension,  etc.,  plan,  qualified  an- 
nuity plan,  or  a  tax-sheltered  annuity  contract  may  be  rolled  over, 
tax-free,  by  the  employee  (or  the  surviving  spouse  of  the  employee) 
to  an  IRA.  A  rollover  of  a  partial  distribution  would  be  permitted 
only  if  (1)  the  distribution  equals  at  least  50  percent  of  the  balance 
to  the  credit  of  the  employee,  determined  immediately  before  the 
distribution,  (2)  the  distribution  is  not  one  of  a  series  of  periodic 
payments,  and  (3)  the  employee  elects  tax-free  rollover  treatment 
at  the  time  and  in  the  manner  prescribed  by  the  Secretary  of  the 
Treasury.  For  purposes  of  determining  whether  a  distribution  is  at 
least  50  percent  of  the  balance  to  the  credit  of  the  employee  under 
a  qualified  pension,  etc.,  plan  or  a  tax-sheltered  annuity  contract, 
amounts  credited  under  similar  other  qualified  plans  or  tax-shel- 
tered annuity  contracts  of  the  same  employer  are  counted. 

As  under  present  law,  the  rollover  of  a  partial  distribution  must 
be  made  within  60  days  after  the  date  of  the  distribution.  If  the 
employee  or  surviving  spouse  of  the  employee  elects  partial  distri- 
bution rollover  treatment,  no  portion  of  the  distribution  may  be 
rolled  over  to  another  qualified  pension,  etc.,  plan  or  a  tax-shel- 
tered annuity.  In  addition,  no  special  treatment  would  be  accorded 
to  net  unrealized  appreciation  of  employer  securities.  Any  subse- 
quent distribution  from  the  same  plan  (or  any  other  plan  of  the 


Alternatively,  a  part  of  the  distribution  may  be  accorded  long-term  capital  gain  treatment. 
Long-term  capital  gain  treatment  also  may  be  available  with  respect  to  a  qualifying  rollover 
distribution  under  a  qualified  annuity  plan  or  a  tax-sheltered  annuity  contract. 
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employer  required  to  be  aggregated  for  the  lump  sum  distribution 
rules)  would  not  be  eligible  for  the  special  10-year  income  averag- 
ing and  long-term  capital  gain  treatment  accorded  lump  sum  distri- 
butions. Similarly,  if  an  employee  elects  partial  distribution  roll- 
over treatment  under  a  tax-sheltered  annuity,  a  subsequent  distri- 
bution under  any  other  tax-sheltered  annuity  of  the  same  employer 
would  not  be  eligible  for  long-term  capital  gains  treatment. 

In  the  case  of  a  rollover  of  a  partial  distribution,  the  maximum 
amount  rolled  over  may  not  exceed  the  portion  of  the  distribution 
includible  in  gross  income.  Also,  amounts  in  IRAs  could  not  be 
rolled  over  to  a  qualified  pension,  etc.,  plan  or  to  a  tax-sheltered 
annuity  contract  if  the  balance  in  the  IRA  consists,  in  part,  of  a 
rollover  of  a  partial  distribution. 

Effective  Date 

The  provision  will  be  effective  for  distributions  made  after  De- 
cember 31,  1983,  in  taxable  years  ending  after  that  date. 

Revenue  Effect 
This  provision  will  have  a  negligible  effect  on  revenues. 
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Nonapplicability  to  certain  fringe  benefits 

A  benefit  is  not  excludable  under  new  Code  section  132  (except 
pursuant  to  the  exclusion  for  de  minimis  benefits)  if  another  sec- 
tion of  the  Internal  Revenue  Code  provides  rules  for  the  tax  treat- 
ment of  that  general  type  of  benefit.  For  example,  the  fair  market 
value  of  day  care  services  provided  to  an  employee  is  excludable 
only  pursuant  to  the  provisions  of  Code  section  129.  If  in  a  particu- 
lar situation  such  services  do  not  qualify  for  exclusion  under  sec- 
tion 129  (e.g.,  because  the  nondiscrimination  requirements  of  that 
section  are  not  met),  no  exclusion  is  available  under  the  bill  (other 
than  the  de  minimis  exclusion). 

Correspondingly,  the  provisions  of  section  132  do  not  modify  any 
present-law  statutory  exclusions  (except  to  the  extent  that  the  bill 
modifies  the  definition  of  cafeteria  plans  under  sec.  125).  For  exam- 
ple. Code  section  119  excludes  from  the  gross  income  of  an  employ- 
ee the  value  of  meals  furnished  on  the  employer's  business  prem- 
ises for  the  convenience  of  the  employer.  Under  Treasury  regula- 
tions, meals  provided  free  of  charge  are  treated  as  furnished  for 
the  employer's  convenience  if  the  meals  are  furnished  for  a  sub- 
stantial noncompensatory  business  reason  of  the  employer.  For  ex- 
ample, on-premises  meals  satisfy  this  requirement  if  furnished  so 
that  the  employee  is  available  for  emergency  calls  during  meal  pe- 
riods, if  employees  are  restricted  to  a  short  meal  period  which  pre- 
cludes eating  out,  or  if  there  are  insufficient  eating  facilities  in  the 
vicinity  (Treas.  Reg.  sec.  1.119-l(a)).  The  bill  does  not  affect  the 
present-law  exclusion  provisions  of  section  119. 

10.  Cafeteria  Plans  (Sec.  502(b)  of  the  bill  and  Code  sec.  125) 

The  bill  amends  the  definition  of  cafeteria  plans  for  purposes  of 
Code  section  125  to  provide  that  such  plans  may  offer  employees 
choices  only  among  cash  or  those  fringe  benefits  (other  than  schol- 
arships or  fellowships,  educational  assistance,  vanpooling,  and 
those  benefits  excludable  under  provisions  of  the  bill)  that  are  ex- 
cludable from  gross  income  under  a  specific  section  of  the  Internal 
Revenue  Code. 

For  this  purpose,  group-term  life  insurance  that  is  includible  in 
income  only  because  the  amount  of  the  insurance  exceeds  $50,000 
is  treated  as  a  nontaxable  benefit.  With  respect  to  vacation  days 
offered  under  a  cafeteria  plan,  vacation  days  which  cannot  be 
cashed  out  in  a  later  year  also  are  to  be  treated  as  a  nontaxable 
benefit.  However,  vacation  days  which  may  be  cashed  out  in  a  later 
year  are  to  be  treated  as  deferred  compensation  which  may  not  be 
offered  under  a  cafeteria  plan. 

11.  Treasury  Regulations  (Sec.  502  of  the  bill  and  new  Code  sec. 

132(k)) 

Treasury  regulations  are  to  be  issued  to  implement  the  provi- 
sions of  this  bill.  Such  regulations  must  be  consistent  with  the  lan- 
guage of  the  bill  and  with  the  legislative  history  (as  reflected,  in 
part,  in  the  committee  reports  on  the  bill).  Thus,  any  example  of  a 
fringe  benefit  which  the  reports  state  is  excluded  under  the  bill 
from  income  and  wages  must  be  so  treated  in  the  regulations. 
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Any  fringe  benefit  that  does  not  qualify  for  exclusion  under  the 
bill  (for  example,  free  or  discounted  goods  or  services  that  are  made 
available  by  the  employer  only  to  corporate  officers)  or  under  an- 
other specific  statutory  fringe  benefit  provision  is  includible  in 
gross  income  (under  Code  sections  61  and  83)  for  income  tax  pur- 
poses, and  subject  to  income  tax  withholding,  FICA,  and  FUTA,  at 
the  excess  of  its  fair  market  value  over  any  amount  paid  by  the 
employee  for  the  benefit.  For  purposes  of  assisting  both  taxpayers 
and  the  IRS,  the  Treasury  is  to  issue  regulations  setting  forth  ap- 
propriate and  helpful  rules  for  the  valuation  of  taxable  fringe  bene- 
fits and  coordinating  the  applications  of  sections  61  and  83. 

The  committee  notes  that  noncash  remuneration  generally  is  al- 
ready subject  to  FICA,  FUTA,  and  income  tax  withholding  under 
present  law.  It  is  intended  that,  in  the  absence  of  a  specific  statu- 
tory provision  to  the  contrary,  the  regulations  under  these  provi- 
sions are  to  be  revised  to  make  clear  that  remuneration  for  em- 
ployment should  not  be  exempt  from  these  employment  taxes 
merely  because  the  remuneration  is  paid  in  the  form  of  property  or 
services  rather  than  cash.  Since  the  statutory  term  ''remunera- 
tion" is  to  be  interpreted  broadly  to  include  compensation  for  serv- 
ices which  have  been  performed,  noncash  benefits  (such  as  allow- 
ances for  meals  when  the  employee  is  not  away  from  home  over- 
night) which  are  not  excluded  under  the  provisions  of  this  bill  or 
other  statutory  provisions  are  to  be  subject  to  these  employment 
taxes.  This  broad  interpretation  of  remuneration  is  especially  im- 
portant in  the  case  of  FICA,  for  which  withholding  is  generally  the 
only  collection  method  available.  In  providing  guidance  to  employ- 
ers concerning  the  time  at  which  noncash  remuneration  is  consid- 
ered to  be  paid  by  the  employer  and  thus  subject  to  employment 
taxes,  the  regulations  are  to  allow  sufficient  flexibility  to  minimize 
administrative  problems  which  employers  may  have  in  complying 
with  the  law. 

The  committee  understands  that  under  established  practices  in 
certain  industries,  employers  may  make  available  to  employees 
damaged,  distressed,  or  returned  goods  at  a  price  which  equals  or 
exceeds  the  fair  market  value  of  such  items  but  which  may  be  less 
than  the  cost  to  the  employer  of  the  items  before  being  damaged, 
etc.  In  such  situations,  no  amount  is  to  be  includible  in  the  employ- 
ee's income  where  the  purchase  price  paid  by  the  employee  equals 
or  exceeds  the  fair  market  value  of  the  item. 

Under  existing  Code  provisions  and  section  61  regulations,  bene- 
fits to  military  personnel  such  as  subsistence,  housing,  and  uniform 
allowances  are  excludable  from  income  (see  Treas.  Reg.  sec.  1.61- 
2(b)).  This  bill  does  not  make  any  change  in  existing  excludable 
military  benefits.  Thus,  for  example,  the  value  of  discounts  at  mili- 
tary commissaries  is  to  be  considered  as  provision  of  subsistence 
under  existing  regulations  and  fully  excludable  without  regard  to 
the  bill. 

D.  Effective  Date 

The  provisions  of  the  bill  generally  take  effect  on  January  1, 
1984,  except  that  the  exclusion  for  qualified  tuition  reductions  (sec. 


E.  Technical  Corrections  to  the  Social  Security  Amendments  of 
1983  and  Related  Legislation 

1.  Foreign  work  test:  Withholding  from  auxiliary  on  account  of 

work  performed  by  a  retired  worker  (sec.  641(g)  of  the  bill 
and  sec.  203(d)(1)  and  (2)  of  the  Act) 

Present  law 

The  Social  Security  Amendments  of  1983  (P.L.  98-21)  changed  the 
foreign  work  test  to  provide  that  a  retirement,  auxiliary,  or  survi- 
vor beneficiary  will  have  his  benefit  withheld  for  each  month  in 
which  he  is  under  age  70  and  works  for  more  than  45  hours  in  non- 
covered  remunerative  activity  outside  the  United  States.  However, 
the  7-day  work  test  which  applied  to  all  beneficiaries  under  prior 
law  continues  to  apply  only  with  respect  to  withholding  an  auxil- 
iary benefit  because  of  work  performed  by  the  retired  worker. 

Explanation  of  Provision 

In  order  to  avoid  the  anomalous  situation  of  having  two  different 
foreign  work  tests,  the  bill  provides  that  auxiliary  benefits  will  be 
withheld  due  to  noncovered  work  performed  by  a  retired  worker 
outside  the  United  States  on  the  same  basis  as  primary  benefits. 

2.  FICA  treatment  of  employer  pickup  of  employee  contributions 

under  State  and  local  retirement  plans  (sees.  641(i)(2)  and 
643(i)(9)  of  the  bill,  sec.  209  of  the  Act,  and  sees.  3121  and 
3306  of  the  Code) 

Present  Law 

Prior  to  the  Social  Security  Amendments  of  1983,  certain  em- 
ployer payments  C 'pickups")  of  employee  contributions  under  a 
State  or  local  retirement  plan  were  treated  as  subject  to  FICA  and 
FUTA  only  if  the  payments  were  made  under  a  salary  reduction 
arrangement.  Under  the  Amendments,  all  such  employer  payments 
are  subject  to  FICA  and  FUTA. 

Explanation  of  Provision 

Congress  intended,  in  the  Amendments,  merely  to  codify  the 
prior  law  treatment  of  employer  pickups.  Thus,  the  bill  amends  the 
provision  so  that  employer  pickups  are  taxable,  for  FICA  and 
FUTA  purposes,  only  if  the  pickup  is  pursuant  to  a  salary  reduc- 
tion agreement  (whether  evidenced  by  a  written  instrument  or  oth- 
erwise). 

(345) 
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3.  Social  Security  coverage  of  Federal  workers  (sees.  641(j)(2)  and 

643(i)(4)  of  the  bill  and  sec.  210(a)(5)(B)  of  the  Social  Secu- 
rity Act  and  sec.  3121(b)(5)(B)  of  the  Code) 

Present  Law 

The  Social  Security  Amendments  of  1983  provided  social  security 
coverage  for  newly  hired  Federal  civilian  employees  effective  with 
remuneration  paid  after  December  31,  1983.  Persons  continuously 
in  the  employ  of  the  United  States  since  December  31,  1983  (or 
with  a  break  in  such  employment  of  365  days  or  less)  will  not  be 
covered. 

Due  to  a  drafting  oversight,  it  is  possible  under  this  provision  for 
a  Federal  employee  who  is  covered  under  social  security  and  who 
has  a  break  in  service  of  365  days  or  less  to  be  excluded  from  cover- 
age upon  return  to  Federal  employment.  For  example,  a  person 
who  is  in  the  military  service  (which  is  covered  under  social  secu- 
rity) as  of  December  31,  1983  who  leaves  the  service  and  within  365 
days  assumes  a  position  under  the  civil  service  retirement  system 
would  be  exempt  from  social  security  coverage  in  the  new  Federal 
job.  This  result  is  unintended  and  inconsistent  with  the  intent  of 
the  provision  which  is  to  expand  the  coverage  of  Federal  employees 
by  the  social  security  system.  In  addition,  the  use  of  the  phrase  ''re- 
muneration paid"  in  the  effective  date  would  have  the  effect  of  cov- 
ering some  1983  earnings  for  which  payment  is  not  actually  made 
until  1984,  which  was  not  the  intent  of  the  provision. 

Explanation  of  Provision 

In  order  to  prevent  Federal  employees  who  had  been  previously 
covered  under  social  security  from  losing  coverage  as  a  result  of  a 
break  in  service  of  365  days  of  less,  the  bill  provides  that  only  con- 
tinuous noncovered  Federal  employment  since  December  31,  1983 
is  a  basis  for  exclusion  from  social  security  coverage.  The  bill  also 
corrects  the  effective  date  language  to  refer  to  "service  performed" 
after  December  31,  1983. 

4.  Basis  for  calculation  of  alternate  annual  cost-of-living  adjust- 

ments (sees.  641(k)(4)  and  (5)  of  the  bill  and  sec.  215(i)(5)  of 
the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  provided  an  alternative 
basis  for  the  calculation  of  the  annual  cost-of-living  adjustment  to 
be  paid  in  years  when  the  trust  fund  balance  is  below  a  given  per- 
centage (15  percent  at  the  beginning  of  years  from  1985  through 
1988,  20  percent  thereafter).  In  any  such  year,  the  adjustment 
would  be  based  on  the  lower  of  the  CPI  increase  or  the  increase  in 
average  wages.  The  provision  also  requires  that  a  "catch-up"  pay- 
ment be  made  at  the  point  the  trust  funds  again  accumulate  a  re- 
serve of  at  least  32  percent,  to  increase  overall  benefit  levels  to  the 
extent  necessary  in  order  to  compensate  for  losses  resulting  from 
the  lower  adjustment  being  paid.  These  payments  can  be  made 
only  to  the  extent  that  a  fund  ratio  of  at  least  32  percent  is  main- 
tained. 
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Due  to  a  drafting  oversight,  the  provision  does  not  provide  the 
authority  necessary  to  round  these  catch-up  payments  in  the  same 
manner  as  all  other  social  security  benefits  are  rounded.  The  provi- 
sion also  could  be  interpreted  as  basing  the  calculation  of  the 
amount  of  the  catch-up  increase  on  a  period  of  years  including  the 
year  of  the  catch-up  itself,  rather  than  on  the  period  ending  with 
the  year  prior  to  the  catch-up,  as  was  intended  and  is  stated  else- 
where in  the  provision.  In  addition,  the  provision  could  be  inter- 
preted to  allow  a  much  higher  catch-up  payment  than  intended  for 
persons  who  are  eligible  for  retirement  benefits  long  after  the  year 
of  a  lower  benefit  increase,  but  who  were  eligible  for  disability 
benefits  during  the  year  the  lower  increase  was  paid.  Finally,  the 
provision  is  not  precise  as  to  the  description  of  the  catch-up  pay- 
ment as  an  actual  percentage. 

Explanation  of  Provision 

In  order  to  clarify  these  ambiguities,  the  bill  provides  the  neces- 
sary authority  to  round  benefits,  specifies  that  the  catch-up  pay- 
ment will  be  based  on  the  period  of  years  preceding  the  year  of  the 
catch-up  payment,  and  specifies  that  the  calculation  for  an  individ- 
ual's entitlement  to  a  catch-up  payment  is  to  be  based  on  the  year 
of  eligibility  for  the  benefit  on  which  the  catch-up  increase  is  paid, 
and  is  to  be  cleraly  expressed  as  a  percentage. 

5.  Benefits  of  persons  receiving  pensions  from  noncovered  em- 
ployment (sec.  641(k)(l)  of  the  bill  and  sec.  215(a)  of  the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  provided  for  a  different 
benefit  formula  to  be  used  in  computing  social  security  benefits  for 
persons  receiving  pensions  from  employment  not  covered  by  social 
security.  Because  of  a  drafting  oversight,  the  language  of  the  provi- 
sion may  result  in  exemption  from  the  ''windfall"  formula  of 
anyone  who  was  eligible  for  any  type  of  social  security  benefit  at 
any  time  prior  to  eligibility  for  retirement  benefits  (e.g.,  during  a 
brief  period  of  disability.)  Also,  this  language  may  result  in  unin- 
tended anomalous  treatment  of  earnings  for  persons  who  work 
after  age  62. 

Explanation  of  Provision 

The  bill  clarifies  the  definition  of  eligibility  for  the  windfall  bene- 
fit formula  to  make  certain  that  all  those  becoming  eligible  for 
social  security  benefits  after  1985  (provided  they  had  not  become 
eligible  for  their  noncovered  pension  prior  to  that  time)  will  have 
the  new  formula  applied  to  them,  and  corrects  the  unintended, 
anomalous  treatment  of  earnings  after  age  62. 
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6.  Gender-based  distinction  concerning  divorced  husbands  (sec. 

641(1X1)  of  the  bill  and  sec.  216(f)  of  the  Act) 

Present  Law 

Under  present  law,  a  divorced  woman  is  deemed  to  be  divorced 
throughout  the  month  in  which  she  becomes  divorced.  Divorced 
husbands  are  not  so  deemed. 

Explanation  of  Provision 

While  the  Social  Security  Amendments  of  1988  sought  to  elimi- 
nate all  gender-based  distinctions  in  the  Social  Security  Act,  this 
gender-based  distinction  was  not  eliminated  by  those  Amendments. 
Consistent  with  the  intention  of  the  1983  amendments,  the  bill 
deems  a  divorced  husband  to  be  divorced  throughout  the  month  in 
which  he  becomes  divorced. 

7.  Financing  of  noncontributory  military  wage  credits  (sec.  641(n) 

of  the  bill  and  sec.  229(b)  of  the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  changed  the  method  of 
financing  post-1956  noncontributory  military  wage  credits  by  pro- 
viding for  a  lump-sum  payment  to  be  made  to  the  OASDHI  trust 
funds  from  the  general  fund  based  on  an  amount  estimated  to  be 
equivalent  to  the  OASDHI  employer-employee  taxes  attributable  to 
such  wage  credits  for  the  period  1957-83,  accumulated  with  inter- 
est. 

The  law  also  provides  that  within  1  year  after  the  date  of  the 
lump-sum  transfer  (which  occurred  on  May  20,  1983),  the  amount  is 
to  be  revised  based  on  data  which  become  available  during  that 
year.  However,  due  to  the  timing  of  annual  wage  reporting,  the 
actual  amount  of  1983  deemed  military  service  wage  credits  will 
not  become  available  until  early  in  1985  and,  therefore,  cannot  be 
used  to  adjust  the  lump-sum  amount. 

The  1983  amendments  also  provided  that  in  the  future  the  trust 
funds  would  be  paid  annually  for  the  OASDHI  employer-employee 
taxes  on  deemed  wage  credits  attributable  to  military  service  in 
years  after  1983.  These  annual  payments  may  be  adjusted  in  subse- 
quent years  to  account  for  actual  experience  but  not  for  years 
before  1984.  Thus,  under  current  law,  there  will  be  no  opportunity 
to  revise  the  pajmient  based  on  estimates  of  the  amount  of  1983 
deemed  wage  credits  in  order  to  reflect  actual  experience. 

Explanation  of  Provision 

In  order  to  ensure  that  the  OASDHI  trust  funds  are  paid  the  cor- 
rect amount  for  employer  and  employee  taxes  attributable  to 
deemed  military  service  wage  credits  for  1983,  the  bill  delays  the 
final  adjustment  of  the  estimated  amount  transferred  to  the  trust 
funds  based  on  deemed  military  service  wage  credits  for  1983  by 
providing  that  the  yearly  authorizations  of  appropriations  to  the 
Social  Security  trust  funds  from  the  general  fund  may  include  ad- 
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justments  of  prior  estimates  for  wages  deemed  to  have  been  paid  in 
1983. 

8.  Effective  date  for  elimination  of  gender-based  distinction  con- 

cerning entitlement  of  divorced  husbands  (sec.  642(d)  of  the 
bill  and  sec.  202(c)  of  the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  provided  that  divorced 
spouses  could  become  entitled  to  benefits  without  regard  to  the  en- 
titlement of  their  former  spouses.  Due  to  a  drafting  error,  the  pro- 
vision applies  to  divorced  husbands  who  become  entitled  to  benefits 
after  April  1983  and  divorced  wives  who  become  entitled  after  De- 
cember 1984. 

Explanation  of  Provision 

The  bill  corrects  this  discrepancy  and  eliminates  this  newly  cre- 
ated gender-based  distinction  since  P.L.  98-21  sought  to  eliminate 
all  gender-based  distinctions  in  the  Act. 

9.  Effective  date  for  treatment  of  certain  deferred  remuneration 

(sec.  642(g)(2)  of  the  bill,  sees.  3121  and  3306  of  the  Code,  and 
sec.  209  of  the  Act). 

Present  Law 

Under  the  Social  Security  Amendments  of  1983,  remuneration 
paid  after  services  are  performed,  other  than  amounts  paid  under  a 
qualified  retirement  plan,  generally  is  taxable  when  paid,  for  FICA 
and  FUTA  purposes.  Amounts  deferred  under  nonqualified  de- 
ferred compensation  plans,  however,  are  included  in  an  employee's 
FICA  and  FUTA  base  when  the  services  for  which  the  amounts  are 
payable  are  performed  or,  if  later,  when  there  is  a  lapse  of  a  sub- 
stantial risk  of  forfeiture  of  the  employee's  right  to  those  amounts. 

In  general,  the  provision  relating  to  certain  deferred  remunera- 
tion is  effective  for  remuneration  paid  after  December  31,  1983  (for 
FICA  and  social  security  benefit  purposes),  and  after  December  31, 
1984  (for  FUTA  purposes).  Under  a  grandfather  rule,  in  the  case  of 
any  agreement,  in  existence  on  March  24,  1983,  between  a  nonqua- 
lified deferred  compensation  plan  and  an  individual,  the  provision 
applies  only  with  respect  to  remuneration  paid  that  is  attributable 
to  services  performed  after  December  31,  1983  (December  31,  1984, 
for  FUTA  purposes).  As  drafted,  the  treatment  for  FICA  and  social 
security  benefit  purposes  is  not  clear,  for  example,  for  deferred 
compensation  under  an  agreement  not  in  existence  on  March  24, 
1983,  for  services  performed  in  1983  and  for  which  there  is  no  sub- 
stantial risk  of  forfeiture  at  some  point  during  1983.  Further,  the 
grandfather  rule  does  not  apply  to  payments  under  retirement  or 
termination  agreements,  other  than  deferred  compensation  agree- 
ments, which  may  be  qualified  for  exemption  from  FICA  and 
FUTA  under  prior  law. 
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Explanation  of  Provision 

The  bill  makes  two  changes  in  the  effective  date  of  the  above 
provisions  of  the  1983  Amendments.  First,  in  order  to  eliminate  the 
ambiguity  in  the  tax  treatment  of  nonqualified  deferred  compensa- 
tion not  subject  to  the  grandfather  rule,  the  bill  provides  that  re- 
muneration, which  is  paid  after  December  31,  1983  (December  31, 
1984  for  FUTA  purposes)  but  would  have  been  included  in  the  defi- 
nition of  wages  on  or  before  that  date  if  the  provisions  of  the  Social 
Security  Amendments  of  1983  had  applied  on  or  before  that  date,  is 
included  in  the  definition  of  wages  when  the  remuneration  is  paid, 
or,  at  the  election  of  the  payor,  at  the  time  which  would  be  appro- 
priate if  such  amendments  had  applied.  Thus,  for  example,  if  an  in- 
dividual enters  into  a  nonqualified  deferred  compensation  arrange- 
ment after  March  24,  1983,  and  before  January  1,  1984,  the  bill  pro- 
vides that  with  respect  to  services  performed  before  January  1, 
1984  deferred  amounts  for  which  risk  of  forfeiture  lapses  during 
1983  are  included  in  wages  for  FICA  tax  purposes  when  the 
amounts  are  paid  after  December  31,  1983,  unless  the  payor  elects 
to  treat  them  as  wages  paid  during  1983.  Of  course,  the  grandfa- 
ther rule  for  certain  agreements  in  existence  on  March  24,  1983, 
still  applies  to  insure  that  remuneration  attributable  to  services 
performed  before  January  1,  1984,  and  paid  under  these  agree- 
ments continues  to  be  subject  to  prior  law. 

Second,  the  bill  extends  the  grandfather  rule  to  apply  to  agree- 
ments in  existence  on  March  24,  1983  between  an  individual  and  a 
plan  or  employer,  if  the  agreement  provided  for  making  payments 
upon  retirement  which  would  have  been  excluded  from  tax  under 
prior  law.  Thus,  under  the  bill,  if  such  an  agreement  was  in  exist- 
ence on  that  date,  prior  law  is  applicable  with  respect  to  remunera- 
tion attributable  to  services  performed  before  January  1,  1984,  for 
FICA  purposes  (before  January  1,  1985,  for  FUTA  purposes). 

10.  Codification  of  Rowan  decision  (sec.  642(h)  of  the  bill,  sees. 
3121  and  3306  of  the  Code,  and  sec.  209  of  the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  provided  that,  with  the 
exception  of  the  value  of  certain  meals  and  lodging  provided  for 
the  convenience  of  the  employer,  the  determination  of  whether  or 
not  amounts  are  includible  in  the  social  security  and  FUTA  wage 
bases  is  to  be  made  without  regard  to  whether  such  amounts  are 
treated  in  regulations  as  wages  for  income  tax  withholding  pur- 
poses. This  provision  thus  prevents  the  application  to  compensa- 
tion, other  than  meals  and  lodging,  of  the  Supreme  Court's  reason- 
ing in  Rowan  Companies,  Inc.  vs.  United  States,  452  U.S.  247  (1981). 
In  this  case,  the  Supreme  Court  held  that,  because  the  treatment  of 
certain  employer  meals  and  lodging,  excluded  from  gross  income 
under  section  119,  for  income  tax  withholding  and  for  FICA  pur- 
poses was  not  explicitly  dealt  with  in  the  statutes  governing  these 
provisions.  Treasury  regulations  defining  wages  for  purposes  of 
these  two  provisions  had  to  be  consistent.  Thus,  because  one  Treas- 
ury regulation  excluded  from  wages  for  income  tax  withholding 
purposes  the  value  of  meals  and  lodging  excluded  from  gross 
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income  under  section  119,  another  regulation  including  these 
amounts  in  wages  for  FICA  purposes  was  held  to  be  invalid. 

The  provision  in  the  Amendments  applies  to  remuneration  paid 
after  December  31,  1983,  for  FICA  and  social  security  benefit  pur- 
poses and  to  remuneration  paid  after  December  31,  1984,  for  FUTA 
purposes.  Thus,  it  is  possible  that  this  provision  could  be  cited  as 
demonstrating  Congressional  intent  that  the  reasoning  of  the 
Rowan  decision  should  generally  apply  before  these  dates  to  types 
of  remuneration  other  than  meals  and  lodging  excluded  under  sec- 
tion 119,  e.g.,  to  contributions  under  a  salary  reduction  agreement 
to  tax-sheltered  annuities  (sec.  4030b)).  These  contributions  have 
been  held  by  the  Treasury  Department  to  be  taxable  for  FICA  pur- 
poses (Revenue  Ruling  65-208)  even  though  they  are  exempt  by  reg- 
ulation from  income  tax  withholding.^  If  the  1965  revenue  ruling 
were  determined  to  be  invalid,  then  employers  and  employees 
would  be  eligible  for  refunds  for  open  years  because  taxable  wages 
would  be  lower.  In  addition,  wages  for  benefit  computation  pur- 
poses would  be  reduced,  leading  in  some  cases  to  reduction  of  social 
security  benefits  being  paid  to  current  beneficiaries  and  recoup- 
ment of  a  portion  of  benefits  which  have  been  paid  in  recent  years 
on  the  basis  of  wage  records  which  included  the  salary  reduction 
contributions. 

Explanation  of  Provision 

In  order  to  avoid  the  inferences  which  this  provision  could  raise, 
the  bill  clarifies  the  effective  date  of  the  provision  overriding  the 
Rowan  decision  so  that  the  provision  applies  for  all  purposes,  other 
than  the  treatment  of  certain  employer-provided  meals  and  lodg- 
ing, both  to  remuneration  paid  after  March  4,  1983,  and  to  remu- 
neration paid  on  or  before  March  4,  1983,  which  the  employer 
treated  as  wages  when  paid.  For  example,  if  an  employer  treated  as 
wages,  for  FICA  or  FUTA  taxes  (or  both),  the  amounts  contributed 
during  1982  to  an  employee's  tax-sheltered  annuity  pursuant  to  a 
salary  reduction  agreement,  the  FICA  or  FUTA  taxes  (as  the  case 
may  be)  paid  by  the  employer  and  employee  may  not  be  refunded 
or  credited.  The  committee  intends  no  inference  as  to  the  treat- 
ment of  amounts  paid  on  or  before  March  4,  1983,  which  the  em- 
ployer did  not  treat  as  wages  when  paid. 

11.  Exclusion  from  coverage  of  foreign  agricultural  workers 
under  the  Agricultural  Act  of  1949  (sees.  643(a)(7)(A)  and 
643(i)(3)  of  the  bill  and  sec.  210(a)(1)  of  the  Act  and  sec. 
3121(b)(1)  of  the  Code) 

Present  Law 

Under  present  law,  service  performed  by  foreign  agricultural 
workers  under  contracts  entered  into  in  accordance  with  title  V  of 
the  Agricultural  Act  of  1949,  as  amended  are  excluded  from  cover- 


^The  Social  Security  Amendments  provide  explicitly  that  contributions  to  tax-sheltered  annu- 
ities under  a  salary  reduction  agreement  are  included  in  the  wage  base  for  social  security  and 
FUTA  purposes,  effective  for  remuneration  paid  after  December  31,  1983  (December  31,  1984,  for 
FUTA). 
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age  under  the  Social  Security  Act  and  taxation  under  the  Internal 
Revenue  Code. 

Explanation  of  Provision 

In  light  of  the  fact  that  the  provision  of  the  Agricultural  Act 
which  provides  for  such  contracts  expired  on  December  31,  1964, 
the  bill  strikes  the  references  in  the  law  to  the  Agricultural  Act  of 
1949,  as  amended. 

12.  Gender-based  distinction  concerning  the  penalty  for  fraud 
(sec.  643(e)(2)  of  the  bill  and  sec.  1107(b)  of  the  Act) 

Present  Law 

Under  present  law,  any  person  who,  with  the  intent  of  eliciting 
information  about  the  birth,  employment,  wages  or  benefits  of  any 
individual,  falsely  represents  that  he  is  either  that  individual  or 
the  husband,  wife,  widow,  widower,  divorced  wife,  child  or  parent 
of  that  individual  is  subject  to  the  penalty  for  fraud  set  out  in  the 
law.  However,  a  person  who  falsely  represents  himself  as  a  di- 
vorced husband  is  not  subject  to  the  penalty. 

Explanation  of  Provision 

While  the  Social  Security  Amendments  of  1983  sought  to  elimi- 
nate all  gender-based  distinctions  in  the  Social  Security  Act,  this 
gender-based  distinction  was  not  eliminated  by  those  amendments. 
In  order  to  assure  that  the  Social  Security  Act  provides  the  same 
penalty  for  fraud  regardless  of  sex,  the  bill  provides  that  the  penal- 
ty for  fraud  would  also  apply  to  an  individual  who  falsely  repre- 
sents that  he  is  the  divorced  husband  of  a  worker  or  beneficiary. 

13.  Treatment  of  social  security  benefits  in  computing  credit  for 
the  elderly  and  disabled  (sec.  643(i)(l)  of  the  bill  and  sec. 
86(f)  of  the  Code) 

Present  Law 

The  credit  for  the  elderly  and  permanently  and  totally  disabled 
is  equal  to  15  percent  of  a  base  amount,  which  is  reduced  by 
amounts  received  of  certain  types  of  income  (sec.  37).  One  such  type 
of  income  is  amounts  received  as  a  pension  or  annuity  or  disability 
benefit  which  is  paid  under  title  II  of  the  Social  Security  Act  and 
excluded  from  gross  income.  The  section  of  the  Social  Security 
Amendments  of  1983  dealing  with  the  taxation  of  Social  Security 
benefits  contains  a  provision  stating  that  social  security  benefits 
are  to  be  treated  as  a  pension  or  annuity  for  the  purposes  of  cer- 
tain Code  sections,  not  including  the  credit  for  the  elderly  and  dis- 
abled (sec.  86(f)). 

Explanation  of  Provision 

In  order  to  remove  any  ambiguity  as  to  the  treatment  of  social 
security  benefits  in  computing  the  credit  for  the  elderly  and  dis- 
abled, the  bill  adds  this  credit  to  the  list  of  provisions  for  which 
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social  security  benefits  are  to  be  treated  as  an  amount  received  as 
a  pension  or  annuity. 

14.  Peer  review  organizations  (sec.  646(a)  of  the  bill  and  sec.  1866 
of  the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  required  hospitals  to 
enter  into  an  agreement  with  a  Utilization  and  Quality  Control 
Peer  Review  Organization  (also  known  as  a  Peer  Review  Organiza- 
tion or  PRO)  as  a  condition  of  payment  under  the  medicare  pro- 
gram. The  costs  of  such  review  are  reimbursed  through  the  medi- 
care trust  fund.  A  full  transition  from  the  Professional  Standards 
Review  Organization  (PSRO)  program  to  the  PRO  program  has  not 
yet  been  made. 

Explanation  of  Provision 

The  bill  treats  PSRO's  in  a  manner  similar  to  that  applied  to 
pro's  under  the  Social  Security  Amendments  while  the  transition 
is  being  made  from  PSRO's  to  PRO's.  Hospitals  would  be  required 
to  enter  into  an  agreement  with  a  PSRO  (which  was  in  existence 
on  July  1,  1983)  before  January  1,  1984  as  a  condition  of  medicare 
payment.  The  costs  of  the  review  will  be  paid  from  the  medicare 
trust  fund. 

15.  Medicare  prospective  payment  (sec.  646(b)  of  the  bill  and  sees. 

1866, 1878  and  1886  of  the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  established  a  new 
system  of  paying  hospitals  under  medicare,  known  as  the  prospec- 
tive payment  system. 

Explanation  of  Provision 

The  bill  clarifies  that  the  percentage  of  payment  to  be  made 
under  target  reimbursement  as  opposed  to  diagnosis  related  group 
payments  (i.e.,  the  phase-in  of  the  DRG  payment  system  from  a 
cost-based  system)  is  based  on  a  hospital  s  cost  reporting  period, 
and  that  the  'applicable  combined  adjusted  DRG  prospective  pay- 
ment rates'  are  based  on  discharges  occurring  on  or  after  October  1 
of  each  year. 

It  was  the  intent  of  the  legislation  when  passed  that  the  DRG 
payment  levels  would  change  once  a  year,  on  October  1,  with  the 
Federal  fiscal  year.  The  blend  of  the  regional  and  national  pay- 
ments into  the  DRG  payment  levels  is  a  part  of  this  calculation, 
and  it  was  intended  to  be  done  once  a  year,  beginning  with  the 
Federal  fiscal  year.  This  will  mean  that  some  hospitals,  which  have 
an  accounting  year  beginning  on  a  date  other  than  October  1,  will 
have  less  than  a  full  hospital  accounting  year  of  a  fully  regional 
DRG  payment. 

To  do  otherwise  would  require  that  each  medicare  intermedicary 
keep  a  separate  set  of  DRG  payment  levels  for  each  hospital  in  an 
area  depending  on  each  hospital's  accounting  year.  This  would 
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place  a  enormous  administrative  burden  on  the  medicare  program. 
Further,  hospitals  in  the  same  area  would  have  a  different  DRG 
payment  level  for  the  same  service  depending  on  the  date  on  which 
the  hospital's  accounting  year  began. 

The  bill  requires  that  State  hospital  cost  control  systems  must 
prevent  gaming  and  'unbundling'  of  services  and  inappropriate  ad- 
missions practices  in  order  to  be  provided  a  medicare  waiver. 

The  bill  clarifies  that  public  comment  is  required  only  on  pro- 
posed determinations  issued  with  respect  to  annual  indexing  of 
DRG's  on  June  1  of  each  year,  beginning  with  fiscal  year  1986. 

The  bill  also  requires  that  hospitals  exempt  from  the  DRG  pay- 
ment system  have  agreements  with  PRO's  or  PSRO's;  it  amends 
section  1878  of  the  Social  Security  Act  to  provide  for  consolidated 
judicial  review  of  Provider  Reimbursement  Review  Board  (PRRB) 
determination  of  group  petitions  effective  April  20,  1983;  and  it  cor- 
rects a  reference  error  in  section  1818(c)  of  the  Act. 

16.  Normalizing  credit  of  medicare  taxes  to  the  Hospital  Insur- 
ance Trust  Fund  (sec.  646(c)  of  the  bill  and  sec.  1817  of  the 
Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  revised  the  accounting 
procedures  of  the  Old  Age  and  Survivors,  Disability,  and  Hospital 
Insurance  Trust  Funds  to  provide  that  the  Treasury  would  credit  to 
the  trust  funds,  at  the  beginning  of  each  month,  the  amount  of 
payroll  taxes  estimated  to  be  received  during  the  month.  Under 
prior  law,  amounts  were  paid  to  the  trust  fund  from  ''time  to 
time." 

Explanation  of  Provision 

The  bill  repeals  the  ''normalization"  provisions  with  respect  to 
the  Hospital  Insurance  Trust  Fund.  Thus,  funds  will  be  transferred 
from  the  Treasury  to  the  HI  Trust  Fund  as  under  prior  law.  The 
provision  does  not  affect  the  OASDI  Trust  Funds. 

17.  Effective  dates  relating  to  certain  medicare  changes  (sec. 
646(d)  of  the  bill  and  sees.  1878  and  1886  of  the  Act) 

Present  Law 

The  Social  Security  Amendments  of  1983  made  certain  changes 
with  respect  to  group  appeals  under  the  Provider  Reimbursement 
Review  Board.  In  addition,  the  Amendments  required  the  Secretary 
of  Health  and  Human  Services  to  issue  regulations  with  respect  to 
prospective  payment  by  a  certain  date. 

Explanation  of  Provision 

The  bill  clarifies  that  the  PRRB  changes  only  apply  to  appeals 
and  actions  brought  after  April  20,  1983.  It  also  clarifies  that  the 
regulations  for  implementing  all  the  medicare-related  amendments 
(not  merely  those  directly  related  to  DRG  payments)  are  to  be 
made  on  an  interim-final  basis. 
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18.  Enrollment  and  premium  penalty  with  respect  to  working 
aged  provision  (sec.  647  of  the  bill  and  sec.  1839  of  the  Act) 

Present  Law 

The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  requires 
employers  to  offer  to  their  employees  age  65  through  69  the  same 
group  health  plan  which  is  offered  to  their  employees  under  65. 
Where  the  employee  chooses  the  employer  plan,  medicare  becomes 
the  secondary  payor. 

Under  present  law,  a  penalty  equal  to  10  percent  of  the  part  B 
premium  is  assessed  against  an  individual  for  every  year  in  which 
he  or  she  fails  to  enroll  in  medicare  part  B  after  he  or  she  becomes 
eligible  for  benefits.  Further,  an  individual  who  does  not  enroll 
when  initially  eligible  at  65,  may  enroll  in  medicare  only  during 
the  January  through  March  enrollment  period. 

Explanation  of  Provision 

The  bill  eliminates  any  penalty  for  late  enrollment  in  medicare 
for  any  individual  65  through  69  for  any  month  in  which  the  indi- 
vidual can  demonstrate  that  he  or  she  was  enrolled  as  an  employee 
(or  a  spouse  of  an  employee)  in  an  employer  group  health  plan 
which  is  a  primary  payor  to  the  medicare  program. 

The  provision  is  intended  to  apply  with  respect  to  months  in 
which  the  individual  was  an  employee  and  enrolled  in  a  plan. 
Thus,  an  individual  who  was  employed  after  age  65,  became  unem- 
ployed and  was  subsequently  reemployed  could  count  those  periods 
during  which  he  or  she  was  employed  and  covered  by  a  plan  re- 
gardless of  the  intervening  unemployment.  The  use  of  the  phrase — 
by  reason  of  current  employment — was  meant  to  distinguish  those 
persons  who  are  receiving  health  benefits  based  on  employment 
and  are  actually  employed  from  those  persons  who  are  receiving 
benefits  based  on  employment,  but  who  are  now  retired. 

A  special  enrollment  period  will  be  provided  to  individuals  age 
65  through  69  who  did  not  elect  coverage  under  medicare  during 
their  initial  enrollment  period  because  of  coverage  at  the  time 
under  an  employer  plan  and  who  lose  such  employer  coverage  or 
turn  70  years  of  age.  In  addition,  there  is  also  a  special  enrollment 
period  for  those  who  were  enrolled  during  periods  in  which  they 
were  not  covered  under  an  employer  plan,  who  have  not  terminat- 
ed medicare  enrollment  other  than  at  a  time  when  they  were  cov- 
ered under  such  a  group  health  plan  or  turn  70.  These  special  en- 
rollment periods  begin  either  three  months  before  the  month  in 
which  the  individual  turns  70  and  last  seven  months,  or  begin  with 
the  month  in  which  the  individual  loses  coverage  under  the  em- 
ployer plan  and  last  seven  months,  whichever  begins  earlier. 
Where  the  individual  has  such  a  special  enrollment  period,  because 
the  individual  turns  70  or  the  employer  coverage  terminates,  medi- 
care coverage  begins  in  a  manner  similar  to  current  law  for  indi- 
viduals turning  65.  If  the  individual  enrolls  in  the  month  in  which 
he  or  she  turns  70,  the  coverage  period  begins  with  the  first  day  of 
the  following  month. 

The  regulations  issued  by  the  Equal  Employment  Opportunity 
Commission  pursuant  to  the  original  'working  aged'  provision 
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made  it  clear  that  employees  were  to  be  fully  informed  of  their  op- 
tions at  the  time  of  selecting  either  the  employer  plan  or  medicare. 
One  of  the  points  which  should  be  made  clear  to  the  beneficiary  at 
the  time  he  or  she  is  informed  of  the  options  is  the  impact  on  the 
premium  and  on  enrollment  periods  of  certain  decisions  with  re- 
spect to  the  employer  plan  and  medicare. 

19.  Clerical  amendments 

The  bill  will  make  certain  corrections  of  spelling,  punctuation, 
cross-references  and  other  clerical  amendments  to  the  Social  Secu- 
rity Act  and  related  provisions  in  the  Internal  Revenue  Code. 

F.  Effective  Dates 

Except  as  otherwise  described,  the  amendments  made  by  the 
Technical  Corrections  Act  of  1983  will  take  effect  as  if  included  in 
the  original  legislation  to  which  each  amendment  relates. 

G.  Revenue  Effect 

The  provisions  contained  in  the  Technical  Corrections  Act  of 
1983  have  a  negligible  revenue  effect. 


TITLE  IX— SOCIAL  SECURITY  DISABILITY  BENEFITS  REFORM  ACT  OF 

1983 

A.  Purpose  and  Scope 

The  committee's  bill  also  amends  Title  II  of  the  Social  Security 
Act  to  provide  for  necessary  reforms  in  the  administration  of  the 
social  security  disability  insurance  program.  The  disability  insur- 
ance program  has  attracted  substantial  Congressional  attention 
over  the  last  two  years,  primarily  because  of  the  numbers  of 
beneficiaries  whose  benefits  have  been  terminated.  The  review  of 
current  beneficiaries  that  has  produced  these  terminations  was 
mandated  by  Congress,  but  was  accelerated  in  pace  in  March,  1981. 
There  has  been  no  suggestion  that  those  receiving  disability  bene- 
fits should  never  be  examined  again,  but  the  committee  believes 
that  the  process  over  the  last  several  years  has  resulted  in  errone- 
ous termination  of  benefits  for  at  least  some  people. 

Therefore,  the  committee's  bill  addresses  three  major  areas 
where  reform  appears  to  be  most  critically  needed:  in  the  stand- 
ards for  determining  eligibility  for  disability  benefits,  both  for  new 
applicants  and  more  particularly  for  current  beneficiaries  being  re- 
viewed; in  the  structure  of  the  administrative  process  itself;  and  in 
the  way  in  which  the  Social  Security  Administration  makes  disabil- 
ity policy,  both  on  its  own  initiative  and  in  conjunction  with  rul- 
ings of  the  Federal  courts.  There  are  in  addition  several  miscella- 
neous provisions  concerning  payments  to  vocational  rehabilitation 
agencies,  publication  of  policies  concerning  consultative  medical  ex- 
aminations, and  establishment  of  new  positions  for  social  security 
staff  attorneys. 

The  overall  purpose  of  the  bill  is,  first,  to  clarify  statutory  guide- 
lines for  the  determination  process  to  insure  that  no  beneficiary 
loses  eligibility  for  benefits  as  a  result  of  careless  or  arbitrary  deci- 
sion-making by  the  Federal  government.  Second,  the  bill  is  intend- 
ed to  provide  a  more  humane  and  understandable  application  and 
appeal  process  for  disability  applicants  and  beneficiaries  appealing 
termination  of  their  benefits.  Finally,  the  bill  seeks  to  standardize 
the  Social  Security  Administration's  policy-making  procedures 
through  the  notice  and  comment  procedures  of  the  Administrative 
Procedures  Act,  and  to  make  those  procedures  conform  with  the 
standard  practices  of  Federal  law,  through  aquiescence  in  Federal 
Court  of  Appeals  rulings. 

The  committee  is  deeply  concerned  about  the  erosion  of  public 
faith  and  confidence  in  the  social  security  disability  programs,  and 
in  the  agency  as  part  of  the  Federal  government,  that  has  occurred 
as  a  result  of  the  changes  in  policies  over  the  last  several  years. 
The  guidelines  established  in  this  bill  appear  to  the  committee  to 
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be  the  best  way  to  restore  confidence  in  the  program.  The  commit- 
tee beheves  it  is  crucial  to  continued  pubUc  support  for  the  social 
security  program  as  a  whole  for  the  public  to  understand  that  the 
program  will  be  administered  according  to  the  law  rather  than  by 
constantly  shifting  and  possibly  arbitrary  policies. 


B.  Explanation  of  Provisions 
1.  Standards  of  disability  (sees.  901-903  of  the  bill) 
a.  Overview 

Sections  901-903  of  the  bill  are  designed  to  clarify  the  criteria 
that  must  be  used  in  evaluating  whether  new  applicants  or  current 
beneficiaries  are  disabled.  The  criteria  laid  out  in  present  law  are 
few,  and  brief: 

(1)  Disability  is  defined  in  Section  223(d)(1)  of  the  Social  Security 
Act  as  the  inability  to  engage  in  any  substantial  gainful  activity  by 
reason  of  a  medically  determinable  impairment  which  can  be  ex- 
pected to  result  in  death  or  to  last  at  least  12  months; 

(2)  A  second  sentence  added  in  1967  expanded  on  this  definition 
with  respect  to  the  type  of  work  an  individual  must  be  unable  to 
perform,  i.e.,  not  only  his  previous  work  but,  considering  his  age, 
education  and  work  experience,  any  work  existing  in  the  national 
economy,  regardless  of  the  existence  of  any  specific  job  he  might 
actually  be  hired  for. 

The  committee  does  not  intend  to  alter  the  current  definition, 
which  embodies  the  intent  of  Congress  that  only  those  who  are  ver- 
ifiably  unable  to  work  are  to  be  found  eligible  for  disability  bene- 
fits. However,  it  must  be  recognized  that  determining  inability  to 
work  in  each  individual  case  must  ultimately  rest  to  some  degree 
on  the  subjective  judgment  of  the  examiner. 

In  response  to  this  inherent  subjectivity,  the  disability  determi- 
nation process  has  developed  into  an  elaborate  system  of  checks 
and  balances  designed  to  prevent  individual  judgment  from 
outweighing  national  policies  defining  who  is  totally  disabled.  The 
initial  decision  is  made  according  to  the  submitted  clinical  findings, 
a  deliberate  paper  decision  that  avoids  as  much  as  possible  the  per- 
sonal influence  of  either  the  claimant  or  of  his  physician.  The  ex- 
aminer's decision  is  then  subject  to  several  different  kinds  of  re- 
views, through  the  quality  assurance  system  and  through  a  multi- 
layered  appeals  system,  in  an  attempt  to  ensure  as  much  objectiv- 
ity as  possible  in  an  inherently  subjective  decision. 

The  process  each  examiner  follows  in  making  disability  decisions 
at  the  State  agency  level  is  known  as  the  ''sequential  evaluation" 
process.  After  checking  to  see  whether  the  claimant  is  currently 
working  at  the  substantial  gainful  activity  (SGA)  level,  the  examin- 
er next  must  determine  whether  the  individual  has  a  severe  im- 
pairment; if  he  does  not,  the  process  goes  no  further. 

SS4  has  been  criticized  for  using  the  severe/ non-severe  test  at 
this  stage  of  the  process  as  a  way  to  terminate  benefits,  or  deny 
initial  applications  without  fully  evaluating  the  person's  real  abili- 
ty to  work.  This  criticism  has  been  particularly  strong  in  the  case 
of  multiple  impairments,  because  the  regulations  require  that 
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where  the  person  has  several  impairments,  of  which  none  are 
severe,  no  disability  can  be  found. 

At  this  step  and  later  on  in  the  process,  current  policy  is  to  take 
subjective  evidence  of  pain  into  account  only  if  objective  medical 
data,  such  as  laboratory  tests  and  documented  case  history,  show  a 
specific  impairment  that  can  reasonably  be  concluded  to  be  causing 
the  pain.  This  policy  is  an  attempt  to  ensure  that  a  finding  of  dis- 
ability is  based  only  on  ''medically  determinable"  impairments,  as 
required  by  the  statutory  definition,  and  to  reduce  the  level  of  sub- 
jectivity inherent  in  the  disability  determination. 

After  finding  that  the  person  has  a  severe  impairment,  the  ex- 
aminer must  determine  whether  that  impairment  matches  the  list- 
ings of  disabling  impairments  or  if,  in  combination  with  other  less 
severe  conditions,  the  total  impairment  equals  the  severity  level  in 
the  listings  (the  ''meets  or  equals"  test).  If  it  does  not,  the  examiner 
must  assess  the  person's  "residual  functional  capacity"  —  ability  to 
do  either  his  past  work  or  any  other  work  in  the  national  economy. 
SSA  evaluates  work  capacity  in  a  variety  of  ways,  using  all  availa- 
ble evidence  of  work  or  productive  activity  in  sheltered  workshops, 
home  settings  and  competitive  work  environments. 

This  evaluation  is  difficult  to  make  for  beneficiaries  who  have 
been  receiving  benefits  for  some  time,  particularly  for  those  with 
mental  impairments,  whose  illness  may  allow  certain  types  of  ac- 
tivity with  limited  circumstances,  but  possibly  not  under  the  day  to 
day  pressure  of  a  real  job.  SSA  has  been  particularly  criticized  for 
not  giving  sufficient  weight  to  the  longitudinal  medical  and  work 
history  of  mentally  impaired  claimants. 

In  summary,  SSA's  current  policies  for  interpreting  the  defini- 
tion of  disability  place  a  heavy  emphasis  on  objective  evidence  to 
support  a  finding  of  disability.  The  sequential  evaluation  is  de- 
signed to  create  a  series  of  clear  decisions  for  the  examiner,  par- 
ticularly as  to  the  severity  of  the  impairment,  which  are  to  be 
made  based  only  on  verifiable  clinical  data,  so  that  the  subjectivity 
of  the  decision  can  be  kept  to  a  minimum. 

While  this  process  allows  tighter  control  over  the  number  of 
people  allowed  benefits,  and  therefore  over  program  costs,  it  can 
result  in  denial  of  benefits  for  people  who  cannot  be  expected  to 
work  in  view  of  their  total  condition.  The  definition  of  disability 
clearly  states  that  benefits  are  to  be  paid  to  those  who  are  unable 
to  work  because  of  a  severe  impairment,  not  merely  to  those  who 
meet  a  certain  impairment  level  and  incidentally  are  unable  to 
work.  The  current  procedures  thus  represent  a  compromise  be- 
tween complete  evaluation  of  every  individual's  particular  circum- 
stances, on  one  hand,  and,  on  the  other,  a  completely  objective 
"screen"  of  characteristics  which  must  be  satisfied  in  order  to  find 
a  person  disabled. 

The  committee  wishes  to  reaffirm  that  the  purpose  of  the  disabil- 
ity insurance  program  is  to  provide  benefits  only  for  those  who  are 
unable  to  work.  It  is  therefore  completely  appropriate  for  the 
Social  Security  Administration  to  periodically  review  beneficiaries 
who  are  not  deemed  to  be  permanently  disabled,  in  order  to  ensure 
that  the  law  is  being  carried  out. 

However,  the  committee  is  concerned  that  the  consideration  of 
eligibility  for  disability  benefits  be  conducted  using  criteria  that 
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clearly  reflect  the  intent  of  Congress  that  all  those  who  are  unable 
to  work  receive  benefits.  It  is  of  particular  concern  that  the  Social 
Security  Administration  has  been  criticized  for  basing  terminations 
of  benefits  solely  and  erroneously  on  the  judgment  that  the  per- 
son's medical  impairment  is  ''slight/'  according  to  very  strict  crite- 
ria, and  is  therefore  not  disabling,  without  making  any  further 
evaluation  of  the  person's  ability  to  work. 

The  committee  believes  that  in  the  interests  of  reasonable  ad- 
ministrative flexibility  and  efficiency,  a  determination  that  a 
person  is  not  disabled  may  be  based  on  a  judgment  that  the  person 
has  no  impairment,  or  that  the  impairment  or  combination  of  im- 
pairments are  slight  enough  to  warrant  a  presumption  that  the 
person's  work  ability  is  not  seriously  affected.  The  current  ''sequen- 
tial evaluation  process"  allows  such  a  determination,  and  the  com- 
mittee does  not  wish  to  eliminate  or  seriously  impair  use  of  that 
process.  However,  the  committee  notes  that  the  Secretary  has  al- 
ready planned  to  re-evaluate  the  current  criteria  for  non-severe  im- 
pairments, and  urges  that  all  due  consideration  be  given  to  revis- 
ing those  criteria  to  reflect  the  real  impact  of  impairments  upon 
the  ability  to  work. 

It  is  also  assumed  that  the  length  of  time  the  beneficiary  has 
been  on  the  benefit  rolls  will  be  taken  into  account  in  assessing  the 
person's  residual  functional  capacity.  The  committee  is  concerned 
that  the  periodic  review  of  beneficiaries  who  are  over  age  50,  and 
who  have  been  on  the  benefit  rolls  for  some  period  of  time,  may 
result  in  termination  of  benefits  for  many  in  that  age  group  who 
realistically  cannot  be  expected  to  re-enter  the  work  force  given 
their  age  and  length  of  time  in  receipt  of  benefits.  Therefore,  the 
committee  directs  the  Secretary  to  re-evaluate  the  consideration 
given  in  the  determination  process  for  such  beneficiaries  to  past 
relevant  work,  in  order  to  ensure  that  older  beneficiaries  who  have 
been  receiving  benefits  for  several  years  are  carefully  reviewed  for 
realistic  ability  to  work. 

The  committee  is  also  concerned  that  the  evaluation  of  the  per- 
son's ability  to  work  be  made  in  a  context  that  accurately  reflects 
the  capacity  to  work  in  a  normal,  competitive  environment.  Such 
an  evaluation  does  not  necessarily  require  a  full  "work  evaluation" 
by  a  vocational  expert  in  each  case,  although  such  evaluations  are 
desirable  and  should  be  used  wherever  feasible  where  the  addition- 
al information  provided  by  such  evaluations  would  be  helpful  in  de- 
ciding close  cases.  The  committee  particularly  urges  that  such  eval- 
uations should  be  used  if  at  all  possible  in  cases  of  mental  impair- 
ment, where  necessary  to  aid  in  determining  eligibility  in  "border- 
line" cases,  at  the  point  in  the  sequential  evaluation  process  where 
such  evaluations  would  normally  be  done  under  current  policy. 

It  is  also  important  in  such  cases  to  evaluate  the  person's  entire 
work  history,  rather  than  to  examine  only  recent  evidence  of  work 
activity,  in  order  to  determine  whether  the  person  can  really 
engage  in  substantial  gainful  activity.  The  committee  emphasizes 
that  in  any  evaluation  of  work  activity,  the  presence  of  work  in  a 
sheltered  setting  or  workshop  cannot  in  and  of  itself  be  used  as 
conclusive  evidence  of  ability  to  work  at  the  substantial  gainful  ac- 
tivity level.  Such  work  may  be  used  in  conjunction  with  other  evi- 
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dence  that  the  beneficiary  or  claimant  is  not  disabled,  but  benefits 
should  not  be  denied  simply  because  of  sheltered  work  experience. 

The  committee  emphasizes  that  the  foregoing  discussion  does  not 
constitute  any  change  in  the  current  definition  of  disability,  but 
rather  is  a  clarification  of  the  intent  of  Congress  that  disability 
benefits  should  be  granted  to  those  who  are  unable  to  work  because 
of  a  medically  determinable  impairment.  Sections  901  and  903  of 
the  bill  provide  statutory  standards  for  determining  disability:  sec- 
tion 901  establishes  specific  criteria  for  re-examination  of  current 
beneficiaries,  while  section  903  establishes  criteria  for  multiple  im- 
pairment cases  both  on  initial  application  and  on  re-examination. 
Section  902  mandates  a  study  and  recommendations  on  the  possible 
use  of  subjective  evidence  of  pain  in  determinations  of  disability, 
with  a  view  toward  establishing  standards  in  this  area  through  leg- 
islation after  consideration  of  the  report.  Taken  together,  these 
new  statutory  standards  will  provide  much  needed  clarification  of 
the  law  and  of  Congressional  intent. 

The  committee  also  wishes  to  emphasize  that  the  social  security 
disability  insurance  program  is  a  Federal  social  insurance  program, 
fully  funded  by  the  disability  insurance  trust  fund  (including  State 
and  Federal  administrative  costs),  and  administered  by  the  Social 
Security  Administration.  While  disability  determinations  are  made 
by  State  disability  agencies  under  voluntary  agreements  with  the 
Department  of  Health  and  Human  Services,  policies  for  making 
these  evaluations  are  and  must  be  established  at  the  Federal  level, 
for  implementation  on  a  nationwide  basis. 

The  committee  is  aware  of  the  actions  several  States  have  taken 
in  response  to  conflicting  interpretations  of  the  applicable  provi- 
sions of  law  relating  to  the  termination  of  benefits  —  actions 
which,  in  effect,  represent  a  failure  to  comply  with  certain  policies 
issued  by  SSA.  While  such  actions  must  be  regarded  as  question- 
able, the  current  confusion  that  has  given  rise  to  them  is  under- 
standable and  creates  a  compelling  need  for  congressional  clarifica- 
tion. We  believe  the  relevant  issues  would  be  resolved  by  this  bill 
and  that,  as  a  result,  the  basis  for  any  such  actions  would  be  elimi- 
nated. 

The  committee  bill  makes  clear  what  the  law  is  with  regard  to 
certain  areas  of  contention  such  as  the  standard  for  medical  im- 
provement. With  respect  to  the  area  that  is  not  so  clarified,  i.e.,  the 
use  of  subjective  evidence  of  pain  in  disability  determinations,  the 
intent  of  Congress  is  clear:  upon  receipt  of  information  adequate  to 
form  a  reasonable  basis  for  legislating.  Congress  will  enact  a  specif- 
ic policy  concerning  pain;  until  that  time,  no  change  in  policy  by 
the  Social  Security  Administration  is  mandated  by  this  bill. 

6.  Standard  of  review  for  terminations  of  disability  benefits 
(sec.  901  of  the  bill) 

Section  901  of  the  bill  provides  for  the  first  time  in  the  social  se- 
curity statute  a  specific  standard  that  must  be  met  before  a  disabil- 
ity beneficiary  can  be  found  to  be  not  disabled.  SSA  has  always 
scheduled  a  certain  percentage  of  disability  beneficiaries  for  re-ex- 
amination to  determine  whether  they  are  still  disabled.  The  statute 
contains  no  guidelines  for  appropriate  criteria  to  govern  these  re- 
examinations, other  than  the  definition  of  disability. 
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From  1969  to  1976,  SSA's  policy,  established  originally  by  an  ad- 
ministrative law  judge  in  one  hearing,  was  to  not  terminate  bene- 
fits for  anyone  whose  condition  had  not  improved  since  the  initial 
determination  of  eligibility.  This  policy  was  reversed  in  1976  in  in- 
ternal SSA  directives.  Shortly  thereafter,  the  Supreme  Court,  in 
Matthews  v.  Eldridge,  agreed  with  the  agency  that  the  burden  of 
proving  continuing  eligibility  for  benefits  was  on  the  beneficiary. 

However,  possibly  as  a  result  of  the  pre-1975  policy,  a  decreasing 
number  of  people  seemed  to  be  leaving  the  benefit  rolls  to  return 
to  work  in  the  1970's  —  the  rate  of  benefit  terminations  due  to  re- 
covery or  return  to  work  fell  from  32  percent  per  thousand 
beneficiaries  in  1967  to  16  persons  per  thousand  in  1975.  As  a  result. 
Congressional  interest  was  expressed,  beginning  in  1978,  in  requir- 
ing SSA  to  look  at  people  who  had  been  receiving  benefits  for  a 
long  time  to  see  if  they  were  still  eligible.  SSA's  standard  proce- 
dures for  re-examining  only  a  small  number  of  beneficiaries 
seemed  to  be  inadequate  in  light  of  the  declining  number  of  benefit 
terminations  for  return  to  work. 

The  1980  Social  Security  Disability  Amendments  made  a  number 
of  significant  changes  in  disability  program  operations.  Responding 
to  the  need  for  more  effective  management  of  the  program,  the  leg- 
islation required  a  dramatic  increase  in  the  amount  of  manage- 
ment review  and  oversight  of  the  program,  with  the  objective  of 
tightening  central  Federal  control  over  State  agency  and  ALJ  deci- 
sions, and  re-invigorating  ongoing  review  of  current  beneficiaries. 
Of  particular  concern  in  connection  with  Section  901  of  the  bill  was 
the  provision  requiring  review  at  least  once  every  three  years  of  all 
beneficiaries  not  permanently  disabled,  beginning  in  January,  1982. 

However,  the  Department  of  Health  and  Human  Services  moved 
up  the  date  of  implementation  of  this  provision,  and  accelerated 
the  rate  of  review  of  current  beneficiaries  beyond  the  schedule  re- 
quired in  the  1980  Amendments.  Beginning  in  March  1981,  SSA 
began  sending  out  about  three  times  the  normal  number  of  CDI 
cases:  about  160,000  were  done  in  FY  1981,  496,771  in  FY  1982,  and 
640,000  were  budgeted  for  FY  1983  prior  to  the  Secretary's  new  ini- 
tiative to  slow  down  the  review  process  announced  in  June,  1983. 

The  rate  of  terminations  in  these  CDI  cases  at  the  initial  level 
currently  is  about  45  percent,  which  is  very  close  to  the  rate  for  re- 
examinations done  in  previous  years.  However,  the  types  of  cases 
being  examined  in  the  accelerated  CDI  process  are  different  from 
the  relative  few  cases  SSA  used  to  designate  for  re-examination  be- 
cause they  had  great  potential  for  medical  recovery. 

The  new  caseload  consists  in  large  part  of  beneficiaries  who  were 
not  scheduled  for  re-examination  before,  and  who  in  many  cases 
were  found  disabled  several  years  ago,  during  and  after  the  inaugu- 
ration of  the  SSI  program,  when  the  decision  criteria  may  have 
been  less  precise  than  those  being  used  today.  The  magnitude  of 
the  CDI  initiatives  has  meant  that  a  very  large  number  of  the 
cases  SSA  considers  were  wrongly  allowed  (either  by  the  original 
State  examiner  or  by  an  ALJ  overturning  the  State  agency)  are 
being  re-examined  for  the  first  time  since  the  policy  change  on 
medical  improvement  in  1976. 

These  re-evaluations  are  based  on  current  standards  and  medical 
criteria  which  are  in  many  cases  more  clear-cut  and  exact  than  the 
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standards  on  which  benefits  were  initially  based,  and  reflect  im- 
provements in  medical  technology  and  treatment.  Moreover,  the 
overall  ''adjudicative  climate"  has  been  generally  more  rigorous 
than  in  earlier  years,  so  that  re-examined  beneficiaries,  now  being 
looked  at  as  if  they  are  new  applicants,  will  have  more  rigorous 
standards  applied  than  in  their  initial  determination.  For  example, 
beneficiaries  who  originally  were  allowed  benefits  because  their 
combination  of  impairments  roughly  approximated  the  level  re- 
quired by  the  medical  listings  C'equals  the  listings"),  are  now  more 
likely  to  be  evaluated  according  to  whether  their  impairment 
matches  the  medical  criteria  C'meets  the  listings"),  which  are 
themselves  different  from  the  criteria  in  1970. 

It  has  been  alleged  that  the  agency,  particularly  in  mental  im- 
pairment cases,  has  focused  too  heavily  on  the  severity  of  the  medi- 
cal condition  without  making  an  adequate  evaluation  of  the  benefi- 
ciary's ability  to  work,  with  the  result  that  benefits  have  been  ter- 
minated for  many  people  who  cannot  function  in  a  work  environ- 
ment. These  policies  seem  to  have  been  in  effect  well  before  the  in- 
auguration of  the  accelerated  review  in  1981,  but  the  combination 
of  an  apparently  more  restrictive  policy  and  reviews  of  large  num- 
bers of  beneficiaries  have  resulted  in  widespread  complaints  about 
SSA's  procedures. 

These  policies  have  come  under  severe  criticism  in  Federal 
courts,  particularly  in  the  Ninth  Circuit  Court  of  Appeals  which 
has  ruled  twice  that  SSA  must  demonstrate  either  medical  im- 
provement or  (in  the  later  ruling)  clear  and  specific  error  in  the 
original  award,  in  order  to  terminate  disability  benefits.  Similar 
"medical  improvement"  standards  have  been  declared  in  other  cir- 
cuit courts  as  well,  and  an  increasing  number  of  State  governors 
have  declared  those  judgements  to  be  binding  on  ALJ's  and  State 
adjudicators  in  opposition  to  Federal  policy  guidelines. 

In  summary,  the  re-examination  of  large  numbers  of  current  dis- 
ability beneficiaries  has  resulted  in  termination  of  benefits  for 
many  beneficiaries  whose  medical  condition  has  not  changed  sub- 
stantially since  they  were  allowed  benefits.  Medical  impairments 
are  being  closely  examined  to  determine  whether  they  meet  today's 
standards  —  if  the  impairment  is  now  judged  to  be  not  severe,  the 
person's  benefits  are  terminated,  whether  or  not  the  impairment  is 
any  different  from  when  the  person  was  first  allowed.  The  primary 
issue  therefore  is  whether  a  person's  benefits  should  be  terminated 
because  standards  of  disability  have  changed  since  the  individual 
was  first  allowed  benefits,  so  that  he  is  judged  able  to  work  under 
current  criteria  even  though  his  medical  condition  has  not  im- 
proved. 

The  committee  recognizes  that  the  problems  with  the  current 
review  have  arisen,  at  least  in  part,  because  the  criteria  for  termi- 
nation of  benefits  as  a  result  of  review  were  left  unstated  in  the 
law.  SSA  has  therefore  had  wide  discretion  to  apply  whatever 
standards  it  deemed  appropriate  —  and  since  the  standards  of  the 
current  program  apparently  are  stricter  than  those  in  the  past,  ap- 
plying today's  standards  has  meant  eliminating  benefits  for  many 
more  beneficiaries  than  was  anticipated  when  the  1980  Amend- 
ments were  enacted. 
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Therefore,  section  901  of  the  bill  establishes  a  clear  "medical  im- 
provement" standard  that  creates  a  category  of  beneficiaries  who, 
because  their  medical  conditions  have  not  improved,  are  presumed 
to  be  unable  to  work  and  who  therefore  must  continue  to  receive 
benefits.  This  standard  contains  several  important  exceptions 
which  would  allow  termination  of  benefits  even  where  the  benefi- 
ciary's medical  condition  has  not  improved:  where  the  beneficiary 
is  performing  substantial  gainful  activity,  where  medical  or  reha- 
bilitation techniques  allow  the  person  to  work  despite  his  un- 
changed condition,  where  the  original  decision  was  in  error,  or  was 
fraudulent,  or  where  new  or  improved  diagnostic  techniques  or 
evaluations  reveal  that  the  impairment  is  less  disabling  than  origi- 
nally thought. 

The  committee  believes  these  exceptions  address  several  legiti- 
mate concerns:  that  benefits  which  were  improperly  allowed  origi- 
nally should  not  be  continued;  and  that  the  documented  effects  of 
medical  or  vocational  therapy  on  an  individual's  ability  to  perform 
SGA,  and  the  result  of  a  reassessment  of  the  severity  of  an  individ- 
ual's impairment  based  on  the  application  of  new  or  improved  diag- 
nostic or  evaluative  techniques  need  to  be  taken  fully  into  account 
in  making  continuing  disability  determinations.  The  committee  em- 
phasizes, however,  that  the  application  of  these  exceptions  is  con- 
tingent on  the  satisfaction  of  specified  requirements  relating  to 
documentation,  the  acquisition  of  appropriate  medical  and  voca- 
tional evidence  and  the  use  of  specified  techniques  or  procedures. 
Thus,  with  respect  to  the  effect  of  medical  or  vocational  therapy  on 
an  individual's  ability  to  perform  SGA,  the  exception  would  be  ap- 
plicable only  if  it  is  demonstrated,  on  the  basis  of  new  medical  evi- 
dence and  a  new  assessment  of  the  individual's  residual  functional 
capacity  (RFC),  that  the  individual  has  been  the  recipient  of  serv- 
ices which  reflect  advances  in  medical  therapy  or  technology  (or 
the  recipient  of  any  vocational  therapy)  which  has  had  the  effect  of 
restoring  the  individual's  ability  to  engage  in  SGA. 

Similarly  rigorous  requirements  must  be  satisfied  with  respect  to 
the  use  of  the  exception  relating  to  the  results  obtained  from  the 
application  of  new  or  improved  diagnostic  or  evaluative  techniques 
which  may  disclose  that  the  individual's  impairment  is  less  dis- 
abling than  originally  thought  at  the  time  of  the  prior  determina- 
tion (for  example,  the  individual  has  the  ability  to  do  his  previous 
work,  that  is,  usual  work  or  other  past  work).  The  committee  recog- 
nizes that  there  may  be  some  cases  in  which  the  prior  decision  that 
the  individual  was  disabled  was  based,  in  part,  on  an  assessment  of 
residual  functional  capacity  that  was  either  improperly  or  inad- 
equately documented.  While  it  might  be  argued  that  in  such  cases 
a  finding  of  clear  error  ought  to  be  made,  it  is  not  intended  that 
the  standard  of  ''clearly  erroneous"  be  loosely  applied  to  encompass 
inadequate  development  of  a  case.  Moreover,  the  cases  involved 
here  do  not  represent  ''erroneous  determinations";  rather,  they  re- 
flect decisions  properly  made  in  accordance  with  the  state  of  the 
art  at  the  time  the  decisions  were  made  and  in  accordance  with  the 
administrative  procedures  in  place  at  that  time.  The  fact  is,  howev- 
er, that  changing  methodologies  and  advances  in  medical  and  voca- 
tional diagnostic  and  evaluative  techniques  have  given  rise  to  im- 
proved methods  for  documenting  and  evaluating  medical  evidence, 
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RFC,  and  vocational  factors.  Where  such  methods,  properly  used, 
permit  the  development  of  more  accurate,  objective  and  valid  re- 
sults, they  should  not  be  ignored. 

The  committee  intends  that  where  SSA  uses  new  or  improved 
evaluation  techniques  to  determine  and  document  an  individual's 
ability  or  inability  to  work,  and  where  this  new  determination 
shows  that  an  individual  is  not  as  disabled  as  initially  considered 
(for  example,  the  individual  can  do  his  previous  work),  such  evi- 
dence may  serve  as  the  basis  for  a  finding  under  this  section  that 
the  individual  is  not  disabled  within  the  meaning  of  Title  II  of  the 
Social  Security  Act. 

The  committee  expects  that  this  exception  will  be  carefully  ap- 
plied and  that  any  determinations  made  in  accordance  with  this 
provision  will  be  fully  documented,  accurate  and  consistent  with 
objective  medical  and  vocational  findings.  Since  these  cases  may  in- 
volve individuals  who  have  been  receiving  disability  benefits  in 
good  faith,  the  committee  re-emphasizes  here  that  it  expects  the 
Secretary  to  re-evaluate  the  consideration  given  in  the  continuing 
disability  process  to  factors  such  as  age  and  duration  in  benefit 
status.  Nonetheless,  when  appropriately  and  responsibly  applied, 
this  exception  is  available  to  assure  the  equitable  attainment  of  the 
objectives  of  the  program. 

The  committee  is  aware  that  in  some  cases  adjudicated  in  prior 
years  all  the  medical  information  relevant  to  the  initial  decision 
may  not  still  be  in  the  beneficiary's  file  and  that  such  a  situation 
would  preclude  the  possibility  of  making  an  objective  finding  with 
respect  to  a  change  in  the  severity  of  be  beneficiary's  impairment. 
In  such  cases,  SSA  would  be  authorized  to  secure  such  medical  in- 
formation as  may  be  necessary  to  fully  reconstruct  the  medical 
records  and  data  that  were  utilized  in  making  the  initial  decision. 
The  committee  emphasizes,  however,  that  the  inability  to  recon- 
struct such  records  and  data  cannot  serve,  in  and  of  itself,  as  a 
basis  for  a  determination  that  there  has  been  medical  improve- 
ment. Such  a  conclusion  may  be  reached  only  if  the  records  appli- 
cable to  the  initial  decision  have  been  fully  reconstructed  and  the 
prior  and  current  medical  evidence  discloses  that  there  has  in  fact 
been  medical  improvement. 

c.  Study  concerning  evaluation  of  pain  (sec.  902  of  the  bill) 

The  social  security  statute  currently  provides  no  guidance  on  the 
use  of  allegations  of  pain  by  the  claimant  in  the  disability  determi- 
nation process.  Because  the  definition  of  disability  states  that  in- 
ability to  work  must  be  *'by  reason  of  a  medically  determinable  im- 
pairment", the  Social  Security  Administration  has  allowed  allega- 
tions of  pain  to  be  used  only  if  a  specific  physical  impairment 
exists  to  which  the  pain  can  be  reasonably  attributed. 

However,  many  claimants  allege  disability  primarily  or  substan- 
tially as  a  result  of  disabling  pain  that  cannot  be  specifically  attrib- 
uted to  a  physical  condition.  Because  the  law  itself  is  not  explicit, 
allowance  decisions  at  the  ALJ  and  Federal  court  levels  have  not 
infrequently  depended  heavily  on  this  kind  of  subjective  evidence. 
Almost  every  circuit  court  of  appeals  has  ruled  at  some  point  over 
the  last  ten  years  that  eligibility  should  be  based  on  subjective  evi- 
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dence  of  pain,  at  least  in  cases  where  it  is  corroborated  by  testimo- 
ny of  other  witnesses. 

The  committee  is  concerned  that  a  fragmented  standard  is  now 
in  effect  for  using  subjective  evidence  of  pain,  depending  on  wheth- 
er the  beneficiary  has  pursued  his  claim  through  the  ALJ  or  dis- 
trict court  level.  While  it  may  well  be  the  case  that  pain  in  and  of 
itself,  regardless  of  its  cause,  can  result  in  inability  to  work,  there 
is  apparently  still  no  way  to  verify  the  existence  of  such  pain 
through  objective  medical  testing. 

The  committee  is  therefore  reluctant  at  this  time  to  allow  deter- 
minations of  disability  to  be  based  on  such  subjective  criteria. 
There  is  plainly  a  critical  need  for  a  clear  legislative  policy,  to  be 
applied  to  all  cases  on  a  nationwide  basis;  it  is  not  appropriate  for 
the  Federal  courts  to  establish  policy  on  such  an  issue  simply  be- 
cause the  statute  is  insufficiently  specific.  However,  the  committee 
cannot,  at  this  time,  mandate  such  a  policy,  simply  because  there  is 
not  enough  information  about  the  impact  this  kind  of  change 
would  have  on  the  types  of  cases  that  would  be  allowed  and  on  the 
costs  to  the  disability  program. 

Therefore,  section  902  of  the  bill  requires  the  Secretary  in  con- 
junction with  the  National  Academy  of  Sciences,  to  conduct  a  study 
on  the  question  of  using  subjective  evidence  of  pain  in  determining 
disability,  and  on  the  question  of  the  state  of  the  art  of  preventing, 
reducing  or  coping  with  pain,  and  to  report  to  the  Congress  by 
April  1,  1985  on  the  results  of  the  study.  It  is  anticipated  that  at 
that  time.  Congress  will  be  able  to  develop  a  satisfactory  statutory 
standard. 

The  committee  also  directs  the  Secretary  to  conduct  such  studies 
as  are  necessary  to  obtain  complete  information  and  statistics  on 
both  the  fiscal  costs  and  administrative  feasibility  of  eliminating 
the  5-month  waiting  period  for  disability  benefits  for  persons  diag- 
nosed by  their  physicians  as  terminally  ill  with  less  than  12 
months  to  live.  The  results  of  such  studies  shall  be  presented  to  the 
Congress  no  later  than  October  1,  1984. 

d.  Multiple  impairments  (sec.  903  of  the  bill) 

Under  current  law,  the  first  step  in  the  sequential  evaluation 
process  through  which  the  disability  determination  is  made  is  to 
determine  whether  the  applicant  has  a  severe  impairment.  If  SSA 
determines  that  a  claimant's  impairment  is  not  severe,  the  consid- 
eration of  the  claim  ends  at  that  point.  In  cases  where  a  person  has 
several  impairments,  none  of  which  meet  the  standard  for 
"severe",  he  is  judged  not  disabled,  without  any  further  evaluation 
of  the  cumulative  impact  of  his  impairments  on  his  ability  to  work. 

The  committee  believes  that  this  does  not  represent  a  realistic 
policy  with  respect  to  persons  with  several  impairments  which  may 
in  many  cases  interact  and  effectively  eliminate  the  person's  abili- 
ty to  work.  While  it  is  clear  that  the  determination  of  disability 
must  be  based  on  the  existence  of  a  medically  determinable  impair- 
ment, there  are  plainly  many  cases  where  the  total  effect  of  a 
number  of  different  conditions  can  safely  be  characterized  as  dis- 
abling, even  if  each  by  itself  would  not  be.  Section  903  of  the  bill 
therefore  requires  that  in  determining  whether  an  individual's 
physical  or  mental  impairment  or  impairments  are  so  severe  as  to 
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be  disabling,  SSA  must  consider  the  combined  effect  of  all  the  indi- 
vidual's impairments  without  regard  to  whether  any  individual  im- 
pairment considered  separately  would  be  considered  severe. 

2.  Disability  determination  process  (sees.  904-908  of  the  bill) 

a.  Moratorium  on  mental  impairment  reviews  (sec.  904  of  the 
bill) 

Serious  questions  have  been  raised  by  Federal  courts,  profession- 
als in  the  fields  of  psychiatry  and  vocational  counseling  and  the 
General  Accounting  Office  about  the  adequacy  of  SSA's  current 
Listings  of  Mental  Impairments  and  the  appropriateness  of  SSA's 
current  methods  for  assessing  residual  functional  capacity  and  pre- 
dicting ability  to  work  in  individuals  with  mental  impairments. 
While  the  validity  of  all  these  criticisms  may  be  subject  to  some 
debate,  it  is  clear  that  in  many  cases  individuals  have  been  improp- 
erly denied  benefits.  Moreover,  the  Secretary  has  determined  that 
a  full  scale  re-evaluation  of  the  Listings  and  current  procedures  is 
necessary  and,  on  her  own  motion,  has  imposed  a  moratorium  on 
reviews  of  mental  impairment  cases  classified  as  functional  psy- 
chotic disorders.  However,  the  moratorium  imposed  by  the  Secre- 
tary does  not  include  all  mental  impairment  cases  that  will  be  af- 
fected by  changes  in  the  listings  and  procedures,  does  not  provide  a 
precise  timetable  for  the  review  and  resolution  of  the  pertinent 
issues  and  does  not  stipulate  how  the  results  of  these  changes  are 
to  be  subsequently  implemented. 

The  committee  agrees  that  a  moratorium  of  the  kind  imposed  by 
the  Secretary  is  warranted.  However,  the  committee  is  concerned 
about  the  need  to  establish  clear  guidelines  with  respect  to  the 
review  process,  the  timeframe  for  conducting  the  re-evaluation  and 
procedures  for  the  disposition  of  cases,  including  new  applications 
and  prior  GDI's  in  the  categories  affected  by  the  moratorium.  The 
purpose  of  section  904  is  to  provide  these  guidelines. 

Under  section  904  a  temporary  delay  would  be  imposed  on  re- 
views of  all  mental  impairment  cases  until  the  Secretary  revises 
the  criteria  embodied  under  the  category  ''Mental  Disorders"  in 
the  "Listing  of  Impairments."  The  revised  listings  and  procedures 
for  assessment  of  residual  functional  capacity  are  to  be  designed  so 
as  to  realistically  evaluate  the  ability  of  a  mentally  impaired  indi- 
vidual to  engage  in  substantial  gainful  activity  in  a  competitive  en- 
vironment. Regulations  establishing  such  revised  criteria  and  list- 
ings are  to  be  published  no  later  than  9  months  after  enactment. 
Moreover,  the  Secretary  is  required  to  conduct  this  re-evaluation 
and  to  prepare  the  appropriate  regulations  in  consultation  with  the 
Advisory  Council  on  Medical  Aspects  of  Disability  (created  under 
section  912  of  the  bill). 

This  delay  of  reviews  would  apply  to  all  GDIs  of  mental  impair- 
ment cases  upon  which  a  timely  appeal  was  pending  on  or  after 
June  7,  1983  or  on  which  no  initial  decision  has  been  rendered  as  of 
the  date  of  enactment,  unless  the  individual  is  engaged  in  substan- 
tial gainful  activity  or  fraud  is  involved. 

Initial  cases  denied  during  the  moratorium  period  are  to  be  re- 
viewed by  the  Secretary  as  soon  as  feasible  after  the  new  criteria 
are  established,  and  those  with  mental  impairments  who  were 
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denied  benefits  or  had  their  benefits  terminated  between  March  1, 
1981  and  the  date  of  enactment  will  have  their  cases  reopened  as  of 
the  most  recent  prior  determination  if  they  reapply  within  one 
year.  Benefits  would  be  paid  as  of  the  date  of  reapplication  but  the 
individual's  insured  status  would  thus  be  protected. 

The  committee  is  cognizant  of  the  fact  that  revision  of  the  list- 
ings in  the  mental  impairment  area  could  potentially  result  in  an 
increase  in  the  cost  of  the  disability  program.  For  that  reason,  the 
committee  intends  to  monitor  closely  the  cost  effects  of  these  revi- 
sions and  directs  the  Secretary  to  report  to  the  Committee  on  Ways 
and  Means  and  the  Senate  Committee  on  Finance  on  the  cost  ef- 
fects of  any  proposed  changes  in  the  listings  30  days  in  advance  of 
the  implementation  of  the  regulations. 

h.  Face-to-face  hearings  in  State  disability  determination 
agencies  (sec.  905  of  the  bill) 

Decisions  as  to  whether  or  not  an  individual  is  disabled  are  made 
by  54  State  disability  agencies  under  agreements  with  SSA.  These 
decisions  may  be  appealed.  Currently  a  disability  claim  or  a  CDI 
may  go  through  five  or  more  decision  levels: 

(1)  The  initial  decision  by  the  State  agency,  which  if  adverse 
can  be  appealed  to 

(2)  the  reconsideration  level,  also  conducted  by  the  State 
agency,  which  if  adverse  can  be  appealed  to 

(3)  the  Federal  administrative  law  judge  hearing,  followed 
by,  if  adverse, 

(4)  an  appeals  council  review;  and  finally 

(5)  if  all  prior  decisions  are  adverse,  the  claimant  can  file  an 
appeal  in  the  Federal  court  system. 

Under  present  law,  the  Federal  Administrative  Law  Judge  (ALJ) 
is  the  first  level  at  which  the  disabled  individual  meets  face-to-face 
with  a  decisionmaker.  Initial  interviews  are  conducted  in  SSA  dis- 
trict or  branch  offices  (of  which  there  are  about  1300)  when  the  in- 
dividual first  applies  or  is  first  called  in  for  a  CDI,  but  no  decisions 
are  rendered  there. 

Even  though  no  decisions  are  rendered  in  the  social  security  dis- 
trict office,  the  committee  recognizes  the  importance  of  the  initial 
interview  a  CDI  beneficiary  or  new  applicant  receives  there.  The 
district  office  has  traditionally  played  a  major  role  in  assuring  a 
full  explanation  of  the  program,  of  the  individual's  rights,  the  pro- 
cedures involved,  and  in  providing  assistance  to  the  individual  in 
pursuing  his  or  her  claim. 

P.L.  97-455  mandated  that  by  January  1,  1984,  individuals  whose 
benefits  are  terminated  due  to  a  medical  review  (CDI)  must  be 
given  the  opportunity  to  have  a  face-to-face  evidentiary  hearing  at 
the  reconsideration  level  conducted  either  by  the  Secretary  or  the 
State  agency.  Although  it  may  be  necessary  for  logistical  reasons 
for  the  Secretary  to  implement  this  provision  in  many  areas  of  the 
country  through  the  use  of  SSA  hearings  officers,  the  committee 
would  encourage  the  Secretary  to  offer  State  agencies  the  option  to 
conduct  these  face-to-face  hearings.  Since,  under  the  provisions  of 
the  committee's  bills,  this  reconsideration  hearing  would  be  only  a 
temporary  transitional  procedure  which  would  be  phased  out  as 
the  State  agencies  implement  a  face-to-face  interview  at  the  initial 
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State  agency  decision  level,  State  agencies  could  acquire  valuable 
experience  in  conducting  the  transitional  reconsideration  hearing. 

There  is  virtually  unanimous  agreement  about  the  desirability  of 
providing  for  a  face-to-face  meeting  between  the  disability  benefici- 
ary and  the  administrative  decisionmaker.  The  committee  believes 
that  such  a  meeting  at  the  initial  stage  in  the  adjudicative  process 
would  permit  State  agency  disability  examiners  to  better  assess  the 
individual's  residual  functional  capacity  and  assure  that  all  rele- 
vant medical  and  vocational  information  has  been  obtained.  More- 
over, an  interview  at  the  initial  State  agency  level,  rather  than  at 
some  later  stage,  would  both  simplify  and  expedite  the  decision- 
making process. 

Consequently,  section  905  provides  for  the  implementation,  no 
later  than  January  1,  1985,  of  face-to-face  evidentiary  interviews  by 
all  State  disability  agencies  at  the  initial  decision  level  for  all 
medical  termination  cases.  Under  this  provision,  the  State  agency 
would  send  the  beneficiary  a  preliminary  notice  of  an  unfavorable 
decision  and  the  claimant  would  have  30  days  in  which  to  request  a 
face-to-face  meeting  before  a  formal  determination  is  made.  The 
present  reconsideration  level  would  be  abolished  upon  implementa- 
tion of  the  State  interviews.  The  committee  emphasizes  that  where 
it  is  possible  it  would  prefer  that  this  provision  be  implemented 
earlier  than  January  1,  1985,  and  that  where  this  occurs  the  transi- 
tional reconsideration  hearings  would  be  terminated. 

The  committee  also  endorses  the  concept  of  instituting  face-to- 
face  hearings  at  the  initial.  State  level,  and  of  abolishing  the  recon- 
sideration level,  for  initial  claims  as  well  as  GDI  review  cases.  How- 
ever, it  is  recognized  that  this  procedure  would  be  a  complicated 
and  major  change  for  the  program  necessitating  further  study  and 
preparatory  administrative  planning.  As  a  result,  section  905  also 
requires  the  Secretary  to  initiate  demonstration  projects  with  re- 
spect to  face-to-face  evidentiary  meetings  at  the  initial  level  of 
State  agency  determinations  for  new  applicants  and  requires  the 
Secretary  to  report  to  the  Congress  by  April  1,  1985,  on  these  proj- 
ects. These  projects  must  be  conducted  in  a  minimum  of  five  States 
with  the  participating  States  to  be  selected  no  later  than  January 
1,  1984.  Where  the  projects  are  initiated,  the  reconsideration  level 
would  be  eliminated. 

The  committee  emphasizes  that,  where  feasible,  these  demonstra- 
tion projects  should  be  implemented  prior  to  the  dates  in  the  bill 
and  notes  that  some  States  have  expressed  a  strong  interest  in  test- 
ing out  this  procedure.  Since  the  committee  is  concerned  that  there 
be  a  full  and  cooperative  effort  made  to  implement  and  carry  out 
all  phases  of  a  face-to-face  interview  in  initial  cases,  the  committee 
believes  it  would  be  appropriate  to  use  these  particular  States  in 
the  demonstration  projects. 

c.  Payment  of  benefits  during  appeal  (sec,  906  of  the  bill) 

P.L.  97-455,  passed  by  Congress  in  December  1982,  included  a 
provision  to  allow  beneficiaries  whose  benefits  had  been  ceased  be- 
cause of  a  medical  review  of  their  eligibility  to  elect  to  continue  re- 
ceiving benefits  until  an  ALJ  has  rendered  a  decision  on  the  case. 
If  the  case  is  denied,  then  the  benefits,  except  for  Medicare,  are 
subject  to  recoupment  (subject  to  the  hardship  waiver  standards  al- 
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ready  in  law).  This  provision,  however,  was  adopted  on  a  temporary 
basis  only — until  further  consideration  could  be  given  to  the  GDI 
issue  in  the  98th  Congress.  Thus,  under  present  law,  no  extended 
payment  can  be  made  after  June  1984  and  the  provision  applies 
only  to  cessations  occurring  before  October  1,  1983.  For  cessations 
after  that  date  the  program  will  revert  to  prior  law  which  provided 
benefits  for  the  month  of  cessation  and  two  additional  months. 
Since  January  approximately  113,000  individuals  have  elected  to 
continue  benefit  payments  during  appeal. 

Section  906  provides  on  a  permanent  basis  for  the  continuation 
of  benefits  during  appeal  in  all  GDI  cases  through  the  decision  of 
the  Administrative  Law  Judge.  Where  the  AU's  decision  is  ad- 
verse to  the  beneficiary,  such  benefit  payments  would  be  subject  to 
recoupment  as  under  present  law.  The  Secretary  also  must  report 
to  the  committee  on  Ways  and  Means  and  the  Committee  on  Fi- 
nance by  July  1,  1986,  on  the  impact  of  this  provision  on  expendi- 
tures from  the  social  security  and  Medicare  trust  funds  and  the 
rate  of  appeals  to  ALJs.  The  committee  believes,  based  on  the  expe- 
rience under  the  present  temporary  provision,  that  providing  for 
continuation  of  payments  during  appeal  helps  considerably  to  ease 
the  severe  financial  and  emotional  hardships  that  would  otherwise 
be  suffered  by  disabled  persons. 

In  addition,  it  is  recognized  that  beneficiaries  may  be  reluctant 
to  elect  to  receive  continued  benefit  payments  for  fear  of  not  being 
able  to  repay  the  benefits  provided  if  the  decision  of  the  Adminis- 
trative Law  Judge  is  unfavorable.  The  committee  intends  that  at 
the  time  beneficiaries  are  given  the  opportunity  to  make  this  elec- 
tion they  be  informed  that,  in  the  event  of  an  unfavorable  determi- 
nation, they  might  be  eligible  for  a  waiver  or  for  a  long-term  repay- 
ment plan.  The  committee  further  intends  that  the  Secretary  take 
into  account  individual  circumstances  in  making  a  determination 
as  to  whether  or  not  to  waive  the  overpayment. 

d.  Qualifications  of  medical  professionals  (sec.  907  of  the  bill) 

A  shortage  of  qualified  medical  personnel  has  been  a  chronic 
problem  in  the  social  security  disability  program.  Knowledgeable 
medical  consultation  is  necessary  for  accurate  decisions,  and  partic- 
ular concerns  have  been  raised  that  in  the  area  of  mental  impair- 
ments a  general  medical  knowledge  is  often  not  sufficient  for  a  full 
evaluation  of  an  individual's  claim.  The  committee  notes  that 
through  the  encouragement  of  the  Social  Security  Administration 
almost  all  State  agencies  now  have  staff  psychiatrists  available. 

Section  907  requires  that  where  there  is  an  unfavorable  decision 
in  a  mental  impairment  case,  a  qualified  psychiatrist  or  psycholo- 
gist must  complete  the  medical  portion  and  the  residual  functional 
capacity  assessment  of  the  determination.  The  committee  believes 
that  this  requirement  will  help  assure  an  accurate  determination 
of  the  individual's  capacity  for  substantial  gainful  activity. 

The  committee  would  also  encourage  the  Social  Security  Admin- 
istration to  urge  States  to  secure  qualified  specialists  in  other  areas 
of  impairments  and  to  examine  methods  (such  as  referrals  to 
nearby  States  or  to  the  SSA  central  office)  for  providing  consulta- 
tion with  specialists  where  that  would  be  helpful  but  is  not  locally 
available.  The  committee  notes  that  requiring  States  to  hire  physi- 
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cians  in  all  specialties  would  be  costly  and  in  some  States  impossi- 
ble. Nonetheless,  the  committee  believes  efforts  should  be  made,  to 
the  extent  feasible,  to  provide  disability  examiners  with  the  expert 
consultation  of  specialists  wherever  that  would  be  helpful  in 
making  an  accurate  decision. 

In  this  and  other  areas  the  committee  notes  that  efforts  to 
gather  every  piece  of  evidence  must  be  balanced  against  the  time 
and  resources  required  to  do  so.  If  the  disability  judgment  takes  too 
long  or  becomes  too  fraught  with  complicated  procedures  for  gath- 
ering evidence  it  would  be  criticized  on  those  grounds.  Indeed,  some 
courts  have  interposed  time  limits  on  how  long  the  agency  can 
spend  in  reaching  a  decision.  Given  the  already  substantial  admin- 
istrative costs  of  the  program  and  the  constraints  imposed  by  indi- 
vidual States  on  securing  additional  personnel,  the  availability  of 
resources  is  also  a  real  consideration  since  imposing  requirements 
for  which  there  are  not  adequate  resources  generally  causes  addi- 
tional disruption  of  the  program — the  opposite  effect  from  that  in- 
tended. 

Nevertheless,  concerns  have  been  expressed  that  in  an  effort  to 
process  cases  in  an  expeditious  manner,  procedures  have  been  fol- 
lowed by  SSA  which  inhibit  the  full  development  of  medical  and 
other  evidence  and  which  made  it  more  difficult  for  disabled  claim- 
ants fully  to  state  their  case. 

The  committee  emphasizes  the  need  to  examine  all  relevant  evi- 
dence in  making  a  disability  determination  and  the  need  to  active- 
ly seek  and  pay  particular  attention  to  evidence  from  treating  phy- 
sicians, especially  in  chronic  illnesses.  SSA  and  State  agency  per- 
sonnel share  an  obligation  to  assist  the  claimant  in  understanding 
the  process  and  securing  necessary  medical  data.  The  committee, 
therefore,  requests  that  the  Secretary  report  to  the  Congress  on  the 
current  use  of  home  visits  by  agency  personnel  and  on  whether 
there  are  other  instances  where  a  home  visit  would  not  now  occur 
but  which  might  be  constructive  in  providing  the  agency  with  full 
information  on  a  claimant. 

Similarly,  the  committee  is  concerned  that  hearings  locations 
(and  face-to-face  interview  locations)  be  accessible  to  beneficiaries. 
Such  offices  should  be  located  in  buildings  fully  accessible  to  the 
handicapped;  funding  for  medical  evidence  and  travel  should  be 
provided,  and  the  Social  Security  Administratin  should  re-examine 
the  current  requirement  that  a  beneficiary  must  travel  at  least  75 
miles  in  order  to  qualify  for  travel  reimbursement  as  this  standard 
may  be  inappropriate  in  many  locations  in  this  country. 

e.  Regulatory  standards  for  consultative  examinations  (sec. 
908  of  the  bill) 

Consultative  examinations  are  medical  examinations  purchased 
by  the  agency  from  physicians  outside  the  agency  to  secure  medical 
information  necessary  to  make  a  determination  or  to  check  con- 
flicting evidence.  Many  concerns  have  been  raised  about  the  im- 
proper or  generally  unsupervised  use  of  CE's  and  SSA  has  taken 
several  steps  to  tighten  up  procedures  in  this  area  and  particularly 
to  restrict  the  use  of  doctors  providing  CE's  on  a  volume  basis 
(volume  providers). 
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The  committee  is  pleased  to  note  that  efforts  are  being  made  to 
provide  more  direction  in  the  use  of  consultative  examinations  and 
would  encourage  SSA  to  redouble  its  efforts  to  secure  reasonable 
fee  structures  for  consultative  examinations  so  that  dependency  on 
volume  providers  can  be  reduced.  The  committee  also  believes, 
however,  that  concerns  about  the  use  of  consultative  examinations 
would  be  lessened  if  policies  now  in  effect  with  respect  to  consulta- 
tive examinations  (or  any  subsequent  policies  that  may  be  devel- 
oped in  this  area)  were  embodied  in  regulations.  Section  908,  there- 
fore, requires  that  the  Secretary  promulgate  such  policies  in  regu- 
lations. Since  the  purpose  of  this  provision  is  only  to  assure  that 
the  policies  are  published  in  regulations  there  is  no  intent  or  impli- 
cation that  any  new  claims  or  pending  cases  involving  consultative 
examinations  be  delayed  until  the  regulations  are  published.  On 
the  contrary,  it  is  the  committee's  intent  that  such  cases  will  con- 
tinue to  be  processed  and  adjudicated  as  under  present  law. 

The  committee  also  notes  that  questions  have  been  raised  about 
SSA's  application  of  the  trial  work  provision  of  present  law.  In 
order  to  eliminate  any  possible  misunderstanding  or  confusion 
about  the  intent  of  this  provision,  the  committee  reaffirms  that  re- 
cency of  work  and  sustained  work  over  several  consecutive  months 
is  necessary  for  an  individual  to  meet  trial  work  conditions. 

3.  Miscellaneous  provisions  (sees.  909-913  of  the  bill) 

a.  Uniform  standards  for  disability  determinations  (sec.  909 
of  the  bill) 

Section  553  of  the  Administrative  Procedure  Act  of  1946  estab- 
lished basic  requirements  for  informal  rulemaking,  the  process  by 
which  most  regulations  today  are  promulgated.  This  section  re- 
quires general  notice  of  proposed  rulemaking  to  be  published  in  the 
Federal  Register,  and  an  opportunity  for  public  comment  during  a 
period  of  at  least  thirty  days  prior  to  the  effective  date  of  the  rule. 
There  are  general  exceptions  to  these  requirements  for  interpreta- 
tive rules,  statements  of  policy,  and  rules  of  agency  procedure,  or- 
ganization or  practice,  and  where  the  agency  for  good  cause  finds 
the  notice  and  comment  procedures  impractical  or  contrary  to  the 
public  interest. 

Social  security  benefits  are  not  covered  under  Section  553  by 
virtue  of  an  exception  in  Section  553(a)(2):  "a  matter  relating  to 
agency  management  or  personnel  or  to  public  property,  loans, 
grants,  benefits,  or  contracts."  This  exception  was  part  of  the  origi- 
nal APA,  which  was  enacted  at  a  time  when  there  were  very  few 
Federal  benefit  programs:  the  social  security  disability  and  Medi- 
care programs  did  not  exist,  and  requirements  for  old  age  and  sur- 
vivor benefits  were  fairly  explicit  in  the  statute.  In  1971  then-Sec- 
retary of  HEW  (now  HHS)  Elliot  Richardson  issued  a  statement 
placing  all  HEW  programs  voluntarily  under  the  APA  rule-making 
requirements. 

However,  SSA  has  continued  to  issue,  as  do  other  agencies  such 
as  the  Internal  Revenue  Service,  other  policy  statements,  notably 
Social  Security  Rulings  and  the  disability  claims  manuals  (POMS), 
which  are  supposed  to  contain  only  clarification  and  interpretation 
of  the  policy  contained  in  regulations.  In  addition,  it  has  been  al- 
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leged  that  real  operating  policy  often  develops  as  a  result  of  State 
disability  examiner  reaction  to  return  of  specific  allowance  deci- 
sions deemed  incorrect  by  SSA's  Federal  quality  assurance  review- 
ers. None  of  these  sources  of  policy  are  open  to  public  notice  or 
comment. 

The  Bellmon  Report  on  the  hearings  and  appeals  process,  man- 
dated by  the  1980  Disability  Amendments,  found  wide  discrepan- 
cies in  standards  applied  by  the  administrative  law  judges  who  are 
bound  by  the  statute  and  regulations,  as  opposed  to  those  applied 
by  the  State  agencies  who  are  bound  by  the  POMS.  This  discrepan- 
cy may  be  a  major  reason  for  the  high  reversal  rate  of  State  agency 
denials  at  the  ALJ  level  (standing  at  around  55  percent  currently). 
As  a  result  of  this  report,  and  the  even  higher  reversal  rate  for  GDI 
cases,  there  has  been  considerable  pressure  for  uniform  criteria  at 
all  levels  of  adjudication.  SSA's  response  to  this  pressure  was  to 
begin  incorporating  the  POMS  into  Social  Security  Rulings,  which 
by  regulation  (20CFR  422.8)  are  to  be  relied  upon  as  precedents  in 
cases  where  the  facts  are  essentially  similar  by  ALJ's  as  well  as 
State  agencies. 

The  original  exception  for  social  security  to  Section  553  notice 
and  comment  requirements  appears  to  have  been  more  an  accident 
of  history  than  deliberate  Congressional  intent  concerning  all 
social  security  programs.  When  the  APA  was  enacted,  the  disabil- 
ity program  did  not  yet  exist,  and  there  were  as  yet  very  few  social 
security  beneficiaries  of  any  sort. 

Elimination  of  the  APA  exception  for  benefits  has  been  recom- 
mended by  the  American  Bar  Association,  and  such  a  change  has 
been  incorporated  in  H.R.  2327,  currently  under  consideration  by 
the  Judiciary  Committee  (a  similar  provision  was  previously  ap- 
proved by  the  Senate).  There  appears  to  be  widespread  agreement 
concerning  eliminating  just  the  exemption  in  553(a)(2)  for  public 
benefits.  There  appear  to  be  considerably  greater  complications  in 
any  changes  to  section  553(b)(A)  which  allows  interpretive  state- 
ments to  be  issued  without  public  notice  and  comments.  The  Judici- 
ary bill  provision  for  limiting  the  exemption  in  553(b)(A)  for  inter- 
pretative rules  has  been  the  subject  of  extensive  debate  for  some 
time,  and  the  bill  retains  the  good  cause  exception  in  553(b)(B). 

The  committee  believes  that  it  is  appropriate  for  changes  in  poli- 
cies that  affect  whether  or  not  people  receive  disability  benefits  to 
be  published  in  regulations  allowing  for  public  participation  in  the 
process.  The  policy  decisions  that  must  be  made  concerning  disabil- 
ity determinations  are  far  more  complex  than  most  policies  in  the 
old  age  and  survivor  programs,  for  one  major  reason:  the  determi- 
nation of  ability  to  work  is  an  inherently  difficult  eligibility  deci- 
sion, while  eligibility  for  retirement  benefits  depends  on  factors  of 
age,  quarters  of  coverage,  and  current  earnings  that  are  relatively 
easily  determined. 

However,  the  agency  should  also  have  sufficient  flexibility  to  re- 
spond to  changes  in  conditions  quickly,  and  to  issue  administrative 
guidance  to  State  agencies  on  a  timely  basis.  There  is  clearly  an 
appropriate  role  for  issuance  of  informal  policy  clarification 
through  rulings  or  other  informal  vehicles,  and  the  committee  has 
no  wish  to  deprive  the  Social  Security  Administration  of  this  abili- 
ty. 
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Therefore,  section  909  of  the  bill  requires  that  the  notice  and 
comment  provisions  concerning  issuance  of  regulations  of  section 
553(a)(2)  of  the  Administrative  Procedures  Act  be  applied  to  benefit 
programs  under  Title  II.  The  provision  does  not  affect  the  applica- 
tion of  the  exception  in  section  553  allowing  informal  policy  clarifi- 
cations to  be  issued  through  non-regulatory  statements. 

The  committee  emphasizes  that  the  intent  of  the  provision  is  to 
provide  uniform  standards  for  decision-making  at  all  levels  of  the 
disability  determination  process,  through  the  normal  channels  of 
rule-making  that  allow  some  degree  of  public  participation  in  the 
process.  In  order  to  allow  SSA  some  degree  of  flexibility  in  admin- 
istering the  extremely  complex  disability  program,  the  bill  allows 
the  current  practice  of  issuing  Social  Security  Rulings  to  continue. 
However,  it  cannot  be  too  strongly  emphasized  that  the  intent  of 
the  provision  in  eliminating  the  first  exception  is  that  all  policy 
that  substantially  affects  the  determination  of  eligibility  must  be 
the  same  for  all  levels — State  agency  through  administrative  law 
judge — and  must  be  issued  through  regulations. 

This  provision  does  not  address  directly  the  problem  of  informal 
policy  direction  given  to  State  agencies  through  the  quality  assur- 
ance process.  It  may  be  difficult  to  prevent  returns  of  cases  to  the 
State  agency  from  having  an  effect  on  overall  adjudicative  policy, 
particularly  as  the  agency  begins  to  review  sixty-five  percent  of  all 
favorable  decisions.  However,  the  committee  intends  Section  909  of 
this  bill  to  produce  uniform  policy  at  all  levels  arrived  at  through 
processes  open  to  public  scrutiny.  It  is  therefore  expected  that  the 
Social  Security  Administration  will  take  all  steps  necessary  to  limit 
the  influence  of  quality  assurance  systems  on  day  to  day  operations 
and  policy  of  State  agencies. 

The  committee  is  also  aware  of  the  grey  area  that  exists  between 
issues  clearly  having  substantial  policy  impact  that  plainly  belong 
in  regulations,  and  issues  clearly  minor,  administrative  or  merely 
clarifying  that  plainly  belong  in  informal  policy  statements.  It  will 
be  necessary,  therefore,  for  the  committee  to  closely  monitor  SSA's 
activities  with  respect  to  this  provision  to  assure  that  misunder- 
standings do  not  arise  and  that  the  desired  ends  are  achieved.  All 
administrative  law  relies  heavily  on  the  presumption  that  agencies 
will  perform  their  duties  in  good  faith,  and  the  committee  is,  to  a 
certain  degree,  relying  on  the  expectation  of  good  faith  efforts  by 
the  agency  to  promulgate  uniform  standards  through  the  regula- 
tory process.  If  after  some  period  of  experience,  it  is  found  that  this 
section  has  not  had  the  desired  effect  of  producing  uniform  stand- 
ards, further  measures  will  be  considered. 

b.  SSA  compliance  with  certain  Federal  court  decisions  (sec. 
910  of  the  bill) 

Under  the  Federal  judicial  system,  decisions  by  a  circuit  Court  of 
Appeals  are  considered  the  ''law  of  the  circuit,"  and  constitute 
binding  case  law  to  be  followed  by  all  district  courts  in  that  circuit. 
In  general,  if  two  circuits  rule  differently  on  a  particular  issue,  the 
Supreme  Court  will  review  the  issue  to  settle  the  dispute.  The  ap- 
plication of  Supreme  Court  decisions  to  executive  branch  policies  is 
virtually  undisputed:  if  a  particular  policy  is  found  unconstitution- 
al, or  contrary  to  the  statute,  that  decision  is  binding  on  the 
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agency.  The  appropriate  application  of  circuit  and  district  court  de- 
cisions to  agency  policies  is  not  as  clear-cut. 

Claimants  for  benefits  under  the  Social  Security  Act  may  appeal 
State  agency  denials  through  several  layers  of  administrative 
appeal,  up  through  the  appeals  council.  A  claimant  who  wishes  to 
continue  to  pursue  appeal  may  next  turn  to  the  Federal  district 
court  with  jurisdiction  over  his  or  her  claim.  The  district  court  re- 
views the  record  as  compiled  by  the  agency  to  determine  whether 
substantial  evidence  existed  for  the  agency's  decision.  The  district 
court's  review  is  not  a  trial  de  novo,  but  rather  is  limited  to  a  con- 
sideration of  the  pleadings  and  the  transcript  of  the  proceedings  at 
the  ALJ  hearing.  If  the  district  court  finds  substantial  evidence  ex- 
isted to  support  the  agency's  decision  to  deny  benefits,  a  claimant 
may  appeal  the  decision  to  the  circuit  court  with  jurisdiction,  and 
ultimately  petition  the  Supreme  Court  for  certiorari. 

Appeals  of  the  agency's  determinations  to  the  Federal  district 
courts  are  occurring  with  much  greater  frequency  in  recent  years, 
imposing  a  workload  burden  on  some  district  courts.  Between  1955 
and  1970,  the  total  number  of  disability  appeals  filed  with  the  Fed- 
eral district  courts  was  about  10,000  cases.  In  1982  alone,  nearly 
13,000  disability  cases  were  appealed  to  the  district  courts.  The 
large  increase  in  Federal  court  litigation  on  social  security  matters 
may  be  partly  responsible  for  the  present  tension  between  SSA  and 
the  lower  Federal  courts. 

Most  disability  cases  decided  in  the  Federal  courts  have  little 
value  as  precedent  for  SSA  decisions,  since  most  reversals  of 
agency  determinations  rest  on  the  lack  of  substantial  evidence  for 
the  agency's  position.  However,  in  many  instances  the  court's  opin- 
ion sets  forth  a  statutory  interpretation  contrary  to  that  of  the 
agency,  in  the  traditional  manner  in  which  Federal  courts  estab- 
lish a  rule  of  law,  which  is  intended  to  be  binding  on  the  agency  in 
later  cases  concerning  the  same  issue.  Circuit  courts  of  appeals  de- 
cisions in  such  cases  have  been  issued  with  increasing  frequency  in 
recent  years,  with  the  clear  expectation  of  the  court  that  SSA 
would  abide  by  its  interpretation  as  would  normally  be  the  case 
with  rulings  having  precedent  as  law  within  the  circuit. 

The  Social  Security  Administration  does  not  follow  U.S.  Courts  of 
appeals  decisions  with  which  it  disagrees,  either  nationwide  or 
within  the  circuit  of  the  ruling.  While  the  agency  does  obey  the 
court's  ruling  in  the  particular  case  being  adjudicated,  the  inter- 
pretation of  law  from  the  court  is  not  considered  binding  by  the 
agency  either  for  State  disability  agency  operations  or  for  Federal 
social  security  offices. 

Moreover,  the  agency  frequently  does  not  appeal  district  court  or 
circuit  court  opinions  with  which  it  disagrees.  This  practice  ensures 
that  the  Supreme  Court  will  not  have  the  opportunity  to  review 
the  issue  and  render  a  decision  with  which  the  agency  would  be 
compelled  to  comply.  Social  security  ALJ's  are  not  able  to  follow 
court  of  appeals  decisions  as  precedent  if  the  Supreme  Court  does 
not  make  a  ruling  or  if  the  agency  does  not  incorporate  the  circuit 
court's  decision  in  social  security  rulings  or  regulations,  which  is 
most  often  the  case  in  decisions  SSA  disagrees  with. 

SSA  has  been  criticized  for  this  policy,  both  by  outside  experts 
and  Federal  judges,  on  the  grounds  that  it  undermines  the  struc- 
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ture  of  Federal  law,  and  in  essence  allows  SSA  to  overrule  the 
legal  judgment  of  the  Federal  courts  by  administrative  inaction. 
SSA  defends  its  policy  on  the  grounds  that  a  Federal  benefit  pro- 
gram should  be  administered  uniformly  on  a  national  basis.  It 
should  be  noted  that  in  a  brief  before  the  Supreme  Court  in  Cali- 
fano  V,  Yamasaki  (1979)  the  brief  for  petitioner  Secretary  Califano 
stated  the  following: 

When  a  statutory  or  constitutional  issue  is  decided  ad- 
versely to  the  Secretary  in  the  course  of  judicial  review  ob- 
tained by  an  individual  claimant,  the  Secretary  will  either 
appeal  or  abide  by  the  unfavorable  ruling.  Repetitious  liti- 
gation will  thus  not  be  necessary  in  order  to  establish  a 
general  legal  principle  applicable  beyond  the  confines  of  a 
particular  case.  Stare  decisis  will  impel  the  Secretary  to 
follow  statutory  or  constitutional  decisions  within  the  ju- 
risdiction of  the  courts  having  rendered  them. 

This  statement  is  in  marked  contrast  to  the  repeated  instances 
brought  to  the  committee's  attention  of  SSA's  non-acquiescence 
policy,  summed  up  in  the  following  statement  from  the  Associate 
Commissioner  for  Hearings  and  Appeals  issued  to  Social  Security 
ALJ's  in  January,  1982: 

The  Federal  courts  do  not  run  SSA's  programs,  and 
[SSA's  adjudicators]  are  responsible  for  applying  the  Secre- 
tary's policies  and  guidelines  regardless  of  court  decisions 
below  the  level  of  the  Supreme  Court.  (Social  Security 
memorandum  to  its  Administrative  Law  Judges) 

Since  1978,  there  have  arisen  numerous  cases  in  which  circuit 
courts  of  appeals  have  ruled  on  issues  where  the  Title  II  or  XVI 
statute  is  unspecific  or  silent,  most  notably  the  issues  of  use  of  alle- 
gations of  pain  in  disability  determinations,  and  of  whether  a  bene- 
ficiary whose  condition  has  not  medically  improved  can  be  found 
not  disabled.  Every  circuit  court  of  appeals  in  the  country  with  the 
exception  of  the  D.C.  circuit  has  ruled  that  subjective  evidence  of 
pain  must  be  allowed  in  finding  claimants  eligible  for  benefits.  Sev- 
eral circuits,  including  the  Ninth  Circuit  in  two  separate  opinions, 
have  ruled  that  SSA  must  show  that  a  beneficiary  has  medically 
improved  before  ruling  him  no  longer  disabled.  In  all  of  these 
cases,  SSA  has  not  applied  the  court  interpretation  of  the  statute 
beyond  the  litigated  case,  and  has  not  pursued  an  appeal  to  the  Su- 
preme Court. 

The  committee  is  concerned  about  the  result  of  this  non-acquies- 
cence policy  for  claimants,  the  courts  and  SSA.  First,  while  it  is 
clearly  of  utmost  importance  that  a  Federal  program  be  adminis- 
tered according  to  uniform.  Federal  standards,  it  is  not  clear  that 
SSA's  non-acquiscence  policy  substantially  achieves  that  end.  In 
fact,  under  the  current  policy,  distinctions  exist  within  circuits  be- 
tween policies  applied  to  those  claimants  who  pursue  their  claims 
to  the  appeals  court  level,  and  those  who  cannot.  Such  a  difference 
will  be  particularly  significant  in  those  circuits  where  a  class 
action  suit  applying  to  several  thousand  claimants  is  successful. 

The  committee  is  most  concerned  about  the  impact  of  this  policy 
on  beneficiaries  and  claimants,  and  on  their  relationship  to  the 
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social  security  program.  If  a  circuit  court  rules  on  a  given  issue 
such  as  medical  improvement,  it  is  a  foregone  conclusion  that  sub- 
sequent appeals  to  that  court  on  that  issue  will  be  successful.  By 
refusing  to  apply  the  circuit  court  ruling,  SSA  forces  beneficiaries 
and  applicants  to  re-litigate  the  same  issue  over  and  over  again  in 
the  circuit,  even  though  the  agency  is  certain  to  lose  each  case. 

The  committee  can  find  no  reason  grounded  in  sensible  public 
policy  to  force  beneficiaries  to  sue  in  order  to  obtain  what  has  been 
declared  by  the  Federal  court  as  justice  in  a  particular  area.  Such 
a  policy  creates  a  wholly  undesirable  distinction  between  those 
beneficiaries  with  the  resources  and  fortitude  to  pursue  their 
claims,  and  those  who  accept  the  government's  original  denial  in 
good  faith  or  because  they  lack  the  means  to  appeal  their  case.  The 
strength  of  the  social  security  program  has  always  rested  on  the 
public  perception  that  the  agency's  mission  is  to  provide  benefits  to 
all  those  entitled  to  them,  without  undue  delay  or  bureaucratic 
barriers.  The  increasingly  adversarial  character  of  the  process  for 
becoming  eligible  for  disability  benefits,  and  especially  for  retain- 
ing eligibility,  does  immeasurable  harm  to  the  public's  trust  in  the 
social  security  program  and  in  government  as  a  whole. 

The  committee  is  also  concerned  about  the  increasing  number 
and  intensity  of  confrontations  between  the  agency  and  the  courts 
as  SSA  refuses  to  apply  circuit  court  opinions.  The  Ninth  Circuit 
court  recently  characterized  the  Secretary's  defense  of  her  non-ac- 
quiescence policy  as  ''far  from  persuasive."  The  opinion  goes  on  to 
state: 

.  .  .  other  circuits  that  have  considered  the  question 
have  already  rejected  the  Secretary's  argument  that  a  Fed- 
eral agency  can  legitimately  ignore  Federal  appeals  court 
precedents.  See,  e.g.,  Jones  &  Laughlin  Steel  Corp.  v.  Mar- 
shall, 636  F.2d  32,  33  (3d  Cir.  1980);  ITT  World  Communi- 
cations V.  FCC,  635  F.2d  32,  43  (2d  Cir.  1980);  Ithaca  Col- 
lege V.  NLRB,  623  F.2d  224,  228-29  (2d  Cir.),  cert,  denied, 
449  U.S.  975  (1980);  Mary  Thompson  Hospital,  Inc.  v. 
NLRB,  621  F.2d  858,  864  (7th  Cir.  1980);  Allegheny  General 
Hospital  V.  NLRB,  608  F.2d  965,  970  (3d  Cir.  1979).  More- 
over, the  cases  cited  by  the  Secretary  to  support  her  posi- 
tion appear  to  be  inapposite.  In  short,  our  review  of  the 
relevant  case  law  indicates  that  there  is  little  chance  that 
the  Secretary  will  succeed  in  her  argument  that  non-acqui- 
escence is  a  legitimate  policy,  or,  to  put  it  more  precisely, 
that  she  will  persuade  us  that  there  is  a  strong  probability 
that  the  plaintiffs  would  ultimately  prevail  on  this  funda- 
mental issue. 

While  the  issue  of  the  constitutionality  of  the  non-acquiscence 
policy  may  be  in  doubt,  the  undesirable  consequences  of  escalating 
hostility  between  the  Federal  courts  and  the  agency  are  clear.  The 
committee  sees  no  compelling  reason  why  the  Social  Security  Ad- 
ministration's interpretation  of  the  statute,  particularly  in  issues 
where  the  definitions  are  not  specific  or  are  completely  silent  on 
the  issue,  should  be  automatically  considered  superior  to  that  of 
the  Federal  court. 
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SSA's  reasons  for  the  current  policy  appear  to  be  based  largely 
on  the  desire  for  consistent  national  administration  of  the  pro- 
gram. It  is  also  clear  that  Federal  courts  may  frequently  hand 
down  decisions  expanding  agency  policies  in  directions  the  agency 
and  Congress  may  not  wish  applied  on  a  national  or  regional  basis. 
Since  the  guiding  principle  for  Federal  courts  is  the  Constitution 
and  the  law,  policy  considerations  such  as  cost  constraints  may 
play  less  of  a  role  than  they  appropriately  do  in  Congressional  de- 
liberations. 

In  such  instances,  however,  the  committee  strongly  believes  that 
Congress'  judgment  as  to  the  appropriate  policy  should  prevail.  If 
the  Federal  circuit  courts  hand  down  decisions  that  appear  detri- 
mental to  the  purposes  or  operation  of  the  program,  either  the  Su- 
preme Court  should  be  given  the  opportunity  to  make  a  determina- 
tion that  remedies  the  situation,  or  Congress  may  well  have  to  clar- 
ify the  law.  In  such  cases,  Congress  might  reasonably  expect  the 
agency  to  propose  appropriate  remedial  legislation.  Short  of  legisla- 
tive changes,  however,  the  committee  sees  no  reason  to  allow  SSA 
to  ignore  the  law  as  determined  in  each  circuit  by  the  highest  Fed- 
eral court  simply  because  the  administrators  view  the  Federal 
court's  decision  as  mistaken. 

Therefore,  Section  910  of  the  bill  requires  the  Social  Security  Ad- 
ministration to  either  apply  the  decisions  of  circuit  courts  of  appeal 
to  at  least  all  beneficiaries  residing  within  States  within  the  cir- 
cuit, or  appeal  the  decision  to  the  Supreme  Court.  This  provision 
applies  to  circuit  court  opinions  issued  after  the  date  of  enactment 
as  well  as  to  those  opinions  which  the  Secretary  still  has  the  oppor- 
tunity to  appeal  to  the  Supreme  Court  as  of  the  date  of  enactment. 

c.  Payment  from  trust  funds  for  costs  of  rehabilitation  serv- 
ices (sec,  911  of  the  bill) 

Prior  to  P.L.  97-35  (1981  Reconciliation  Act),  up  to  1.5%  of  the 
total  amount  of  disability  benefits  could  be  transferred  from  the 
trust  funds  for  payment  of  vocational  rehabilitation  services  for 
SSDI  beneficiaries.  In  FY  1980  the  amount  transferred  was  $110 
million  (the  amounts  transferred  generally  were  well  below  the 
1.5%  ceiling).  An  additional  $50  million  in  general  revenue  funds 
were  expended  for  SSI  disability  recipients.  A  benefit  cost  study 
completed  by  the  Social  Security  Administration  found  that  in  1975 
between  $1.39  and  $2.72  savings  accrued  to  the  social  security  trust 
fund  for  every  $1.00  spent  in  this  program. 

P.L.  96-265  (the  1980  Disability  Amendments)  included  a  provi- 
sion that  DI  and  SSI  benefits  could  continue  even  after  medical  re- 
covery until  the  individual  completed  a  vocational  rehabilitation 
program  in  which  he  was  participating  provided  he  had  not  been 
expected  to  recover  when  he  entered  the  program  and  provided  the 
program  would  increase  the  possibility  of  the  individual  perma- 
nently leaving  the  rolls. 

P.L.  97-35  abolished  the  general  DI  trust  fund  program  and  fur- 
ther provided  the  State  VR  agencies  could  be  reimbursed  only  for 
the  costs  of  services  to  beneficiaries  that  result  in  the  beneficiary's 
performance  of  SGA  (substantial  gainful  activity)  for  a  continuous 
period  of  at  least  9  months.  Trust  fund  expenditures  for  FY  1982 
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were  about  $2  million  and  have  remained  under  $10  million  each 
year  since. 

Section  911  provides  assurance  to  vocational  rehabilitation  serv- 
ice providers  that  they  will  be  reimbursed  for  services  rendered  to 
participants  in  the  medical  recovery  program  (Sec.  301  of  P.L.  96- 
265)  by  removing  the  restriction  added  by  P.L.  97-35  that  reim- 
bursement could  occur  only  where  the  beneficiary  had  performed 
nine  months  of  SGA  and  by  adding  a  provision  that  reimbursement 
will  occur  where  the  beneficiary  without  good  cause  refuses  to 
accept  or  fails  to  cooperate  with  services  in  such  a  way  as  to  pre- 
clude successful  rehabilitation. 

The  committee  is  concerned  that  provision  of  vocational  rehabili- 
tation services  to  social  security  beneficiaries  be  improved.  There- 
fore, it  directs  the  Advisory  Council  on  Medical  Aspects  of  Disabil- 
ity to  examine  the  whole  area  of  the  availability  of  vocational  reha- 
bilitation services  for  social  security  disability  beneficiaries  with 
particular  attention  to  the  following  issues:  How  to  assure  that 
beneficiaries  are  referred  for  services  in  the  most  expeditious 
manner;  whether  the  Secretary  should  contract  directly  with  public 
and  private  non-profit  providers  of  services,  including  rehabilita- 
tion facilities;  how  to  provide  adequate  incentives  for  State  and 
non-profit  organizations  to  participate  in  programs  available  to 
social  security  beneficiaries;  and  what  types  of  services  should  be 
provided  to  people  whose  SSDI  benefits  are  terminated  as  a  result 
of  a  continuing  disability  investigation  and  how  best  to  provide 
such  services. 

The  committee  also  reaffirms  the  congressional  intent  that  pay- 
ment for  eligible  vocational  rehabilitation  services,  based  on  rea- 
sonable estimates,  be  made  to  service  providers  in  advance. 

d.  Advisory  Council  on  Medical  Aspects  of  Disability  (sec.  912 
of  the  bill) 

At  a  time  when  several  major  aspects  of  the  social  security  dis- 
ability program  are  to  be  re-evaluated  and  potentially  revised  in 
the  light  of  advances  in  medical  and  vocational  diagnostic  and 
therapeutic  techniques,  the  committee  believes  it  is  desirable  to 
assure  that  the  Secretary  has  ready  access  to  the  advice  and  recom- 
mendations of  medical  and  vocational  professionals.  Thus,  the  bill 
creates  a  temporary  Advisory  Council  (which  would  expire  on  De- 
cember 31,  1985)  consisting  of  medical,  psychological  and  vocational 
experts  to  provide  the  necessary  advice  and  recommendations  to 
the  Secretary  on  disability  standards,  policies  and  procedures.  To 
assure  the  input  of  appropriate  professional  and  consumer  organi- 
zations, the  Council  would  be  authorized  to  periodically  convene  a 
larger  representative  group  and  to  set  up  temporary  short-term 
task  forces  to  examine  particular  specialized  issues.  Under  the  bill, 
the  Council's  recommendations  to  the  Secretary  would  be  commu- 
nicated to  the  Congress  in  SSA's  currently  required  annual  report 
to  the  Congress  on  the  status  of  the  disability  program. 

Of  most  immediate  concern  to  the  committee  is  the  participation 
of  the  Council  in  the  required  review  of  the  mental  impairment 
listings.  The  bill  provides  that  the  Council  must  be  appointed 
within  60  days  after  enactment  to  assure  the  timely  participation 
of  the  Council  in  this  review. 
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The  committee  believes  that  the  Council  can  also  productively 
contribute  to  the  reexamination  of  a  number  of  other  critical  issues 
in  the  program.  Section  912,  for  example,  specifically  directs  the 
Council  to  examine  and  provide  recommendations  with  respect  to 
the  question  of  requiring  the  involvement  of  appropriate  medical 
specialists  services;  i.e.,  how  best  to  assure  their  availability  and  ef- 
fective delivery  to  disabled  persons.  Moreover,  it  is  expected  that 
the  Council  will  participate  in  the  assessment  of  possible  policy 
changes  affecting  medical  aspects  of  the  program,  particularly  any 
changes  that  might  be  considered  with  respect  to  the  evaluation  of 
pain.  Because  the  Advisory  Council  will  be  considering  issues  con- 
cerning the  delivery  of  vocational  rehabilitation  services,  work 
evaluation  and  appropriate  procedures  and  criteria  for  such  serv- 
ices and  activities,  it  is  expected  that  among  those  chosen  to  be  in- 
cluded on  the  council  will  be  those  with  expertise  in  administering 
State  and  private  non-profit  vocational  rehabilitation  programs. 

e.  Qualifying  experience  for  appointment  of  certain  staff  at- 
torneys to  administrative  law  judge  positions  (sec,  913  of 
the  bill) 

To  qualify  for  an  ALJ  appointment,  one  must  be  an  attorney 
with  at  least  seven  years  of  experience  participating  in  formal 
cases  at  regulatory  agencies,  or  in  the  preparation  and  trial  of 
cases  in  courts  of  record,  or  in  certain  other  legal  work  described  in 
announcement.  At  least  two  of  those  years  must  be  in  the  field  of 
administrative  law  or  in  certain  activities  regarding  hearings  or 
the  trial  of  court  cases.  At  least  one  year  of  qualifying  experience 
must  have  been  at  the  GS-14  level  in  the  Federal  service,  or  at  a 
comparable  level  of  difficulty  and  responsibility  in  other  employ- 
ment. The  highest  grade  available  for  staff  attorneys  who  assist 
social  security  ALJs  is  the  GS-12  level.  Social  security  ALJ  appoint- 
ments carry  a  lifetime  tenure  at  a  GS-15  level. 

The  committee  shares  the  concerns  repeatedly  expressed  by  0PM 
and  SSA  about  the  difficulty  of  finding  qualified  candidates  for 
social  security  ALJ  positions.  Staff  attorneys  who  work  with  social 
security  ALJs  are  readily  familiar  with  the  social  security  program 
and  with  adequate  training  represent  a  potential  pool  of  candidates 
for  ALJ  positions. 

Section  913  requires  the  Secretary  to  establish  a  sufficient 
number  of  attorney  advisor  positions  at  GS-13  or  GS-14  levels  to 
ensure  adequate  career  advancement  opportunity  for  attorneys  em- 
ployed by  SSA,  and  to  assign  duties  and  responsibilities  to  enable 
individuals  in  these  positions  to  achieve  qualifying  experience  for 
an  ALJ  appointment.  The  committee  notes  that  the  Committee  on 
Post  Office  and  Civil  Service  has  expressed  support  for  this  amend- 
ment. 
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4.  SSI  provision 

a.  Extension  of  the  section  1619  program  for  the  SSI  disabled  who 
perform  substantial  gainful  activity  despite  severe  medical 
impairment  (sec.  926  of  the  bill) 

Section  926  extends  for  two  and  one-half  years,  through  June  30, 
1986,  the  temporary  authority  contained  in  section  1619  of  the 
Social  Security  Act  that  provides  for  the  continuation  of  SSI  bene- 
fits and/or  Medicaid  for  disabled  recipients  who  are  able  to  work 
despite  the  continuation  of  their  impairments. 

Section  926  also  requires  the  dissemination  of  information  about 
the  section  1619  program  to  the  disabled  and  staff  of  various  agen- 
cies and  organizations. 

Prior  to  mid  1985,  HHS  would  compile  information  on  the  char- 
acteristics of  section  1619  recipients  including  health  services 
usage,  impairments,  and  other  information  intended  to  be  used  in 
making  recommendations  regarding  the  continuation  and/or 
needed  modification  in  section  1619. 

Section  1619  was  enacted  as  part  of  the  Disability  Amendments 
of  1980  and  was  intended  to  lessen  the  work  disincentives  for  SSI 
disabled  recipients  who,  under  prior  law,  risked  the  loss  of  SSI  and 
Medicaid  when  they  increase  their  work  effort  and  earnings  in 
spite  of  the  continuation  of  their  disability. 

Section  1619(a)  of  the  SSI  law  provides  that  an  individual  who 
loses  eligibility  for  SSI  because  he  or  she  works  and  demonstrates 
the  ability  to  perform  SGA,  but  who  continues  to  have  a  disabling 
impairment,  may  become  eligible  for  special  SSI  benefits  until 
their  countable  income  reaches  the  SSI  income  disregard  ''break- 
even point".  People  who  receive  the  special  SSI  benefits  continue  to 
be  eligible  for  Medicaid  on  the  same  basis  as  regular  SSI  recipients. 

Under  section  1619(b),  an  individual  can  continue  to  be  eligible 
for  Medicaid  even  if  their  earnings  have  taken  them  past  the  SSI 
income  disregard  ''breakeven  point."  This  special  eligibility  status, 
under  which  the  individual  is  considered  a  blind  or  disabled  indi- 
vidual receiving  SSI  benefits  for  purposes  of  Medicaid  eligibility, 
applies  as  long  as  the  individual:  (1)  continues  to  be  blind  or  have  a 
disabling  impairment;  (2)  except  for  earnings,  continues  to  meet  all 
the  other  requirements  for  SSI  eligibility;  (3)  would  be  seriously  in- 
hibited from  continuing  to  work  by  the  termination  of  eligibility 
for  Medicaid  services;  and  (4)  has  earnings  that  are  not  sufficient  to 
provide  a  reasonable  equivalent  of  the  benefits  (SSI,  State  supple- 
mentary payments,  and  Medicaid)  which  would  be  available  if  he 
or  she  did  not  have  those  earnings. 

Section  1619  was  enacted  to  be  effective  for  three  years  with  the 
expectation  that  information  would  be  gathered  regarding  the 
characteristics  of  those  who  benefit  from  section  1619  and  the 
impact  of  such  a  program  on  reducing  the  work  disincentives  for 
the  disabled  under  the  SSI  disability  program.  The  most  recent  in- 
formation available  to  the  Committee  from  the  Social  Security  Ad- 
ministration shows  that  in  December  1982,  287  SSI  recipients  were 
receiving  benefits  under  the  provisions  of  Section  1619(a)  and  5,600 
former  SSI  recipients  were  retaining  eligibility  for  Medicaid  under 
section  1619(b).  Approximately  one-half  of  section  1916  recipients 
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are  under  age  30  compared  to  only  16  percent  of  all  SSI  disabled 
adult  recipients. 

The  Administration  has  agreed  to  an  extension  of  section  1619 
with  the  understanding  that  more  complete  data  will  be  collected 
and  available  by  mid  1985  for  further  evaluation  of  the  program. 
The  Administration  has  agreed  to  collect  data  regarding  the  char- 
acteristics of  the  individuals  benefiting  from  these  provisions,  the 
effects  on  work  effort,  and,  in  the  case  of  continued  Medicaid  cover- 
age, the  types  of  health  care  services  utilized  and  their  costs.  Some 
of  the  specific  areas  that  should  be  studied  are  (1)  the  types  of  im- 
pairments of  the  affected  individuals,  (2)  the  types  of  income  avail- 
able to  these  individuals:  earned  and  unearned;  the  movement  of 
individuals  from  one  eligibility  status  to  another;  the  kinds  of 
health  services  used  and  the  offsets  to  costs  due  to  employer-relat- 
ed health  insurance  and  other  third-party  resources.  It  is  recog- 
nized that  the  collection  and  analysis  of  these  data  require  the  par- 
ticipation and  cooperation  of  the  Social  Security  Administration  for 
matters  involving  eligibility,  characteristics,  and  work  incentives; 
the  Health  Care  Financing  Administration  for  matters  relating  to 
Medicaid  costs  and  utilization;  and  the  State  agencies  administer- 
ing the  Medicaid  programs  for  providing  Medicaid  data  in  their 
files;  and  the  Committee  expects  such  cooperation. 

This  provision  to  continue  the  section  1619  program,  also  directs 
the  Secretary  of  Health  and  Human  Services  and  the  Secretary  of 
the  Department  of  Education  to  develop  and  disseminate  informa- 
tion and  establish  training  programs  for  staff  personnel,  with  re- 
spect to  the  potential  availability  of  benefits  and  services  for  dis- 
abled individuals  under  the  provisions  of  section  1619.  At  Commit- 
tee hearings  held  in  California  and  Washington,  D.C.  and  from  re- 
ports from  the  disabled  and  rehabilitation  and  social  services  agen- 
cies, the  Committee  found  a  lack  of  awareness  or  knowledge  of  the 
section  1619  program. 

As  stated  in  testimony  at  the  hearings,  ''Getting  information  out 
to  the  disabled  community  is  no  simple  task.  It  requires  the  best 
effort  of  the  Social  Security  Administration  and  the  cooperative  ef- 
forts of  disability  organizations,  rehabilitation  agencies,  and  other 
groups  concerned  with  disability."  However,  as  was  also  stated  in 
hearings  by  a  disabled  individual,  who  did  not  utilize  the  option 
available  under  section  1619  because  the  District  office  staff  of  the 
Social  Security  Administration  did  not  inform  her  about  section 
1619.  'In  order  for  SSI  recipients  like  me  to  use  these  work  incen- 
tive options,  we  need  to  be  aware  of  how  they  can  help  us  attain 
our  employment  goals  without  jeopardizing  our  health  and  well- 
being." 

The  provision  provides  that  the  Social  Security  Administration 
would  be  responsible  for  training  programs  for  their  staff  in  the 
District  offices.  The  Social  Security  Administration  would  also  be 
responsible  for  making  a  concerted  effort  to  inform  SSI  disability 
applicants  and  recipients  about  the  provisions  of  Section  1619.  The 
amendment  also  mandates  that  the  Department  of  Education,  in- 
tended to  be  carried  out  primarily  through  the  Rehabilitation  Serv- 
ices Administration  to  also  be  involved  in  getting  information  out 
to  the  State  Vocational  Rehabilitation  agencies.  In  addition,  work- 
ing with  and  through  such  agencies,  the  information  is  also  to  be 
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made  available  to  the  other  public  and  private  rehabilitation  and 
social  service  agencies  in  the  States  and  to  the  various  organiza- 
tions of  and  representing  the  disabled. 

The  section  1619  program  is  intended  to  be  a  tool  which  can  be 
used  by  those  agencies  and  organizations  responsible  for  enabling 
the  disabled  to  improve  their  capabilities  to  increase  their  level  of 
self  support,  to  live  independently  or  to  work  in  a  sheltered  envi- 
ronment. Therefore,  the  Subcommittee  is  concerned  that  unless 
there  is  a  greatly  increased  effort  to  get  information  out  to  a  broad 
range  of  individuals  and  organizations  that  many  disabled  individ- 
uals will  not  be  made  aware  of  this  attempt  by  Congress  to  elimi- 
nate the  work  disincentives  for  those  disabled  who  are  able  to  work 
in  spite  of  their  impairment. 

In  a  related  matter,  the  Committee  is  concerned  that  the  Admin- 
istration is  counting  toward  the  "trial  work  period"  any  month  in 
which  the  disabled  is  earning  over  $75  a  month  in  a  sheltered 
workshop.  The  Committee  feels  that  the  trial  work  period  is  to  be 
used  to,  in  effect,  test  the  individuals  ability  to  be  eventually  em- 
ployed in  regular  competitive  employment  and  therefore  that  em- 
ployment in  a  sheltered  work  shop  should  not  be  counted  toward 
the  "trial  work  period"  months. 

At  the  hearing  held  by  the  Subcommittee  on  Public  Assistance 
and  Unemployment  Compensation  regarding  the  extension  of  the 
section  1619  program,  the  following  case  examples  were  presented 
as  to  the  impact  of  the  section  1619  program: 

In  order  for  this  committee  to  realize  the  impact  of  sec- 
tion 1619,  a  description  of  two  cases  should  provide  you 
with  information  that  will,  hopefully,  assist  in  your  deci- 
sion. The  first  is  a  26  year  old  woman  who  is  a  quadriple- 
gic and  requires  an  attendant  to  assist  with  her  personal 
care  and  home  care  needs  such  as  bathing,  dressing, 
grooming,  cooking,  shopping  and  other  needs.  Vocational 
rehabilitation  helped  her  complete  a  college  program,  pro- 
viding funds  for  training  and  for  attendant  care.  After 
graduating  from  college,  she  obtained  full  time  employ- 
ment as  a  computer  operator  with  earnings  of  $650  a 
month.  Although  she  briefly  received  attendant  care  under 
a  State  medical  program,  she  eventually  was  told  she  must 
either  quit  working  or  lose  her  eligibility.  Since  she  was 
unable  to  pay  this  herself,  she  decided  to  quit  working. 

The  second  case  is  a  personal  friend  on  SSI  who  has 
overcome  great  barriers  with  his  disability.  He  is  a  quadri- 
plegic who  has  no  use  of  his  legs,  right  arm  and  limited 
mobility  with  his  left  arm.  He  obtained  his  Bachelor's 
degree  in  1975  with  assistance  from  the  Vocational  Reha- 
bilitation Program.  He  then  moved  to  Minnesota  to  contin- 
ue with  graduate  school.  Since  no  Medicaid  Title  19  was 
available  to  assist  with  Attendant  Care  costs,  he  was 
forced  into  institutional  care.  In  1978,  he  was  able  to  move 
out  into  the  community  of  Minnesota  due  to  the  Attendant 
Care  Program  funded  through  the  Federal  and  State  Gov- 
ernments. 
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While  finishing  his  education,  he  began  full  time  work 
for  a  Rehabilitation  Center,  but  after  the  nine  month  Trial 
Work  Period,  he  would  lose  SSI  status  and,  therefore,  eligi- 
bility for  Medicaid  Title  XIX  and  Social  Services  Title  XX 
which  paid  for  his  Attendant  Care.  Ultimately,  he  had  to 
quit  an  excellent  position  at  the  conclusion  of  his  Trial 
Work  Period  or  be  forced  to  return  to  a  life  of  dependency 
and  institutional  care.  The  cost  of  such  care  far  exceeds 
the  cost  of  continuing  to  live  independently  in  the  commu- 
nity with  partial  benefits. 

Passage  of  the  1980  Social  Security  Disability  Amend- 
ments, which  included  the  provisions  in  Section  1619, 
changed  the  picture  dramatically  for  these  two  individuals. 
In  1981,  my  friend  was  able  to  obtain  employment  at  an- 
other Rehabilitation  Center  in  Minneapolis.  He  has  re- 
tained Medicaid  Title  XIX  and  Social  Services  Title  XX, 
and  receives  some  SSI  payments  which  make  it  possible  to 
pay  the  additional  expenses  of  living  independently. 

Today,  he  holds  a  new  position  with  a  private  non-profit 
consulting  firm  that  provides  technical  assistance  on  dis- 
ability awareness  to  corporations  and  businesses  in  the  pri- 
vate sector.  The  firm  sponsors  seminars  that  show  supervi- 
sors and  management  how  to  work  and  communicate  with 
disabled  employees,  thus,  creating  increased  employment 
opportunities  for  persons  with  disabilities. 

If  SSI  Special  Benefits  Amendment  (Section  1619)  is  not 
continued,  he  will  again  be  forced  to  quit  his  job  in  order 
to  avoid  institutional  care,  since  he  cannot  afford  the  cost 
of  attendant  services  without  public  assistance  while  en- 
gaged in  employment. 

b,  SSI  disability  program  work  evaluation  and  rehabilitation 
study 

Section  927  would  require  the  Advisory  Council  on  the  Medical 
Aspects  of  Disability  to  also  study  the  following  issues  related  to 
the  SSI  Disability  program: 

Consideration  of  alternative  approaches  to  the  use  of  work 
evaluation  related  to  determination  of  eligibility  for  SSI  dis- 
ability benefit  including:  criteria  for  referral  to  work  evalua- 
tion; relationship  to  rehabilitation  potential  and  training;  and 
appropriateness  of  providing  stipends  during  extended  work 
evaluation;  and 

Reexamining  the  definition  of  a  successful  rehabilitation  of 
an  SSI  disabled  recipient  to  include  the  ability  of  the  severely 
disabled  to  work  in  a  sheltered  environment  and  live  indepen- 
dently. 

Work  evaluation  for  purpose  of  the  study  would  include  deter- 
mining an  individual's:  work  activity  capabilities;  work  activity 
limitations;  rehabilitation  potential;  ability  of  the  mentally  im- 
paired to  cope  with  a  competitive  work  environment;  and  needed 
modifications  in  the  work  setting  to  enable  the  individual  to  work. 

Section  927  of  the  bill  would  require  the  Advisory  Council  on  the 
Medical  Aspects  of  Disability  to  consider  alternative  approaches  to 
the  use  of  work  evaluation  related  to  the  SSI  disability  program. 
Such  consideration  by  the  Council  should  include  examining  pro- 


439 


posals  presented  to  the  Committee  on  Ways  and  Means  by  various 
individuals  and  organizations  with  expertise  in  the  area  of  work 
evaluation  and  rehabilitation. 

The  SSI  program  for  the  disabled  grew  out  of  the  formerly  State 
administered  program  for  the  disabled  and  was  not  an  offshoot  of 
the  Social  Security  Disability  Insurance  program.  Under  the  pre- 
SSI  program  the  definition  of  disability  was  set  by  each  State 
under  some  rather  general  Federal  statutory  and  regulatory  lan- 
guage. 

While  there  is  a  common  definition  for  disability  for  the  Disabil- 
ity Insurance  program  and  the  SSI  program,  there  are  a  number  of 
very  significant  differences  between  the  two  programs  and  the 
characteristics  of  the  recipients  of  disability  insurance  and  SSI  dis- 
ability recipients.  These  differences  are  critical  when  evaluating  an 
individual's  potential  for  employment  and  when  determining  the 
approach  which  should  be  taken  both  in  determining  eligibility  for 
disability  benefits  and  the  approach  to  rehabilitation  activities  for 
such  recipients.  In  addition,  it  needs  to  be  recoginized  that  Con- 
gress has  defined  a  unique  function  for  the  SSI  disability  under  the 
section  1619  program  by  providing  ongoing  income  support  and 
medical  services  under  Medicaid  for  those  disabled  who  have  dis- 
abling impairments  but  who  wish  to  have  some  level  of  employ- 
ment in  spite  of  their  impairment. 

The  following  chart  compares  some  selected  characteristics  of  the 
two  programs  and  of  the  recipients  of  benefits  under  the  two  pro- 
grams. 
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Comparison  of  Selected  Characteristics  of  the  SSI  Disability 
Program  and  the  Social  Security  Disability  Program  and  a 
Comparison  of  Selected  Characteristics  of  Recipients  of  Dis- 
ability and  SSI  Disability  Benefits 


Social  Security  Disability  Insurance 


SSI  Disability  Insurance  Program 


A.  Non-disability  Basis  for  Eligibility 


A.  Disability  Insurance  provides 
benefits  for  workers  who  are 
"insured  for  disability'*  and 
their  dependents. 


.  Eligibility  for  an  the  amount 
of  SSI  benefits  for  a  disabled 
or  blind  individual  is  not  relat- 
ed to  whether  the  individual 
has  earned  social  security  cov- 
erage or  to  the  level  of  an  indi- 
vidual's previous  earnings. 
Cash  assistance  for  the  dis- 
abled and  blind  under  SSI  is 
provided  only  to  those  in  addi- 
tion to  meeting  the  disability 
criteria  have  income  and  re- 
sources low  enough  to  meet 
the  Federal  plus  state  supple- 
mentation (if  any)  income  eli- 
gibility standards.  While  ap- 
proximately 34  percent  of  the 
disabled  receiving  SSI  disabil- 
ity benefits  also  receive  DI 
benefits,  only  one-third  of 
those  or  12  percent  are  DI  re- 
cipients on  the  basis  of  their 
own  work  history. 

B.  Impact  of  Earnings  by  Recipients  on  Amounts  of  Benefits 


B.  Earnings  by  DI  recipients 
below  the  SGA  earnings  test 
level  does  not  reduce  the 
amount  of  DI  benefits  paid  to 
the  recipient. 


B.  SSI  recipients  have  a  $1  re- 
duction in  SSI  benefits  for 
every  $2  in  earnings  in  excess 
of  $65  a  month  ($85  a  month  if 
no  other  income). 


C.  Major  Disabling  Diagnosis 


C.  Approximately  12  percent  of 
the  DI  recipients  are  eligible 
of  the  basis  of  mental  impair- 
ments; circulatory  disorders 
account  for  29  percent  of  the 
disabling  impairment;  and 
skeletal-muscular  impair- 
ments account  for  19  percent. 


C.  Approximately  40  percent  of 
the  SSI  disabled  are  eligible 
on  the  basis  of  mental  impair- 
ments. Approximately  20  per- 
cent are  on  the  basis  of  circu- 
latory disorders. 
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Comparison  of  Selected  Characteristics  of  the  SSI  Disability 
Program  and  the  Social  Security  Disability  Program  and  a 
Comparison  of  Selected  Characteristics  of  Recipients  of  Dis- 
ability and  SSI  Disability  Benefits — Continued 


Social  Security  Disability  Insurance  SSI  Disability  Insurance  Program 

D.  Age  of  Recipients 

D.  7  percent  are  under  age  30  D.  24  percent  are  under  age  30 
and  66  percent  of  the  DI  popu-  of  the  SSI  disabled  population 
lation  in  ages  50  through  64  ages  18-64  and  66  percent  are 
years  of  age.  ages  50-64  of  the  SSI  disabled 

population  ages  18-64. 

E.  Sex  of  Recipients 

E.  70  percent  male  and  30  per-  E.  40  percent  male  and  60  per- 
cent female  cent  female. 


At  the  August  3rd  hearing  of  the  Subcommittee  on  Public  Assist- 
ance and  Unemployment  Compensation,  testimony  was  presented 
on  behalf  of  the  State  of  Michigan's  Interagency  Task  Force  on  Dis- 
ability by  the  Director  of  the  Michigan  Department  of  Mental 
Health.  The  Michigan  Task  Force,  which  consists  of  professional 
staff  from  the  State  Disability  Determination  Service,  the  State  vo- 
cational rehabilitation  service  agency,  the  State  department  of 
Mental  Health,  Department  of  Social  Services  and  other  state 
agencies  made  recommendations  based  on  a  broad  view  of  the  role 
of  Federal  and  state  government's  responsibilities  as  related  to  the 
disabled.  In  describing  the  proposed  Michigan  model,  as  to  the  rec- 
ommended use  to  be  made  of  work  evaluation,  the  Task  Froce  rep- 
resentative contended  that  long  term  cost  savings  will  accrue  to 
the  Federal  government  and  to  States  through  the  use  of  work 
evaluations  and  vocational  rehabilitation  in  selected  cases. 

The  testimony  stated  that: 

The  relationship  between  multiple  impairments  and 
work  ability  or  the  relationship  between  residual  capacity 
and  work  ability  should  be  reliably  documented.  This  docu- 
mentation should  involve  the  application  of  accepted  tech- 
niques by  a  trained  conunselor  who  can  become  personally 
familiar  with  the  claimant.  This  vocational  documentation 
should  become  a  part  of  the  objective  information  which  is 
reviewed  in  deciding  whether  disability  benefits  should  be 
awarded.  In  this  way,  and  only  in  this  way,  can  ALJ's  and 
disability  examiners  render  uniform,  reliable  decisions 
based  on  objective  assessments  of  a  whole  person — includ- 
ing equally-weighted  medical  and  functional  documenta- 
tion. 

In  directing  the  Advisory  council  to  consider  alternative  ap- 
proaches to  work  evaluation,  section  927  defines  work  evaluation  as 
follows: 
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For  purposes  of  this  section,  ''work  evaluation"  includes 
(with  respect  to  any  individual)  a  determination  of  (a)  such 
individual's  skills,  (b)  the  work  activities  or  types  of  work 
activity  for  which  such  individual's  skills  are  insufficient 
or  inadequate,  (c)  the  work  activities  or  types  of  work  ac- 
tivity for  which  such  individual  might  potentially  be 
trained  or  rehabilitated,  (d)  the  length  of  time  for  which 
such  individual  is  capable  of  sustaining  work  (including,  in 
the  case  of  the  mentally  impaired,  the  ability  to  cope  with 
the  stress  of  competitive  work),  and  (e)  any  modifications 
which  may  be  necessary,  in  work  activities  for  which  such 
individual  might  be  trained  or  rehabilitated,  in  order  to 
enable  him  or  her  to  perform  such  activities. 

The  reason  that  such  an  approach  is  recommended,  especially  as 
related  to  the  SSI  program  is  that  most  SSI  applicants  have  had  a 
very  tenuous  or  non-existent  connection  to  the  work  force.  There- 
fore, if  work  evaluation  is  used  only  to  determine  eligibility  for 
income  assistance,  the  result  could  be  to  deny  the  individual  the 
opportunity  to  gain  access  to  those  rehabilitation  services  which 
can  enable  an  individual  to  lessen  his  or  her  dependency.  On  the 
other  hand,  if  work  evaluation  is  not  used  to  accurately  gauge,  to 
the  extent  possible,  the  individual's  limitations  on  being  able  to 
work  at  a  substantially  gainful  wage  level  then  the  individual  may 
be  denied  that  financial  assistance  to  which  he  or  she  is  entitled 
and  which  is  reflective  of  his  or  her  very  limited  capacity  to  be  self- 
sufficient. 

This  approach  to  work  evaluation  is  illustrated  in  the  following 
excerpt  from  the  State  of  Michigan  testimony: 

In  the  model,  I  propose  all  individuals  who  pass  through 
the  screening  criteria  would  be  determined  ''presumptively 
disabled"  and  would  be  granted  SSI  benefits  for  up  to  six 
months,  during  which  time  additional  vocational  informa- 
tion would  be  acquired.  These  presumptive  beneficiaries 
would  be  referred  to  state  Vocational  Rehabilitation  agen- 
cies for  a  work  evaluation  to  determine  their  potential  for 
either  gainful  employment  or  for  the  development  of  skills 
needed  for  successful  sheltered  employment. 

Results  for  work  evaluations  would  be  transmitted  to  ex- 
aminers within  the  State  DDS  to  be  used  in  their  final  de- 
terminations of  disability.  If,  based  on  comprehensive  work 
evaluations,  the  claimant  is  found  capable  of  SGA,  the 
DDS  would  deny  the  individual  as  non-disabled.  If  the 
person  is  found  to  have  no  potential  for  SGA,  and  it  is  de- 
termined that  further  efforts  at  rehabilitation  would  not 
be  effective  (due  to  impairment),  the  case  would  be  ap- 
proved for  SSI  and  SSDI  benefits.  In  such  cases,  involve- 
ment in  a  sheltered  workshop  on  an  ongoing  basis  might 
be  appropriate,  with  benefit  levels  reduced  by  the  amount 
of  sheltered  workshop  income.  Finally,  if  the  person  is 
found  to  be  potentially  employable,  SSI  benefits  would  be 
granted  during  the  person's  progression  (through  rehabili- 
tation) to  more  independent  work  settings.  This  latter  pos- 
sibility, involving  training  and  rehabilitation,  would  vary 
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in  length  depending  on  individual  competencies.  At  all 
points  in  a  work  rehabilitation  plan,  disability  benefits 
would  be  reduced  by  the  amount  of  income  earned,  case 
management  responsibility  would  be  vested  in  the  rehabili- 
tation agency  (with  DDS  diarying  claimant  progress). 

The  amendment  suggests  the  evaluation  of  the  concept  of  ''sti- 
pends" to  be  provided  to  those  in  the  work  evaluation  process.  The 
purpose  here  is  to  recognize  that  those  individuals  with  such  bor- 
derline ability  to  be  self  supporting  must  have  some  means  of  sub- 
sistence level  of  income  while  in  an  extended  work  evaluation. 

Section  927  also  requires  the  Advisory  Council  to  examine  the 
criteria  for  assessing  whether  a  recipient  of  SSI  disability  benefits 
will  benefit  from  rehabilitation  services.  Specifically,  the  amend- 
ment provides  that  such  an  examination  will  consider  whether 
such  criteria  should  include  not  only  whether  an  individual  will  be 
able  to  engage  in  substantial  gainful  activity  but  also  whether  such 
services  can  be  expected  to  improve  the  individual's  functioning  so 
that  he  or  she  will  be  able  to  live  independently  or  work  in  a  shel- 
tered environment. 

Unlike  the  Disability  Insurance  program,  earned  income  below 
the  Substantial  Gainful  Activity  earnings  test  of  $300  a  month  re- 
ceived by  SSI  disability  recipients  does  result  in  a  savings  to  the 
SSI  program.  SSI  benefits  are  reduced  $1  for  every  $2  of  earnings 
after  the  initial  disregard  of  the  first  $85  a  month  for  individuals 
with  no  other  income.  Therefore,  rehabilitation  services  and  train- 
ing will  have  a  savings  to  the  SSI  program  even  if  the  earnings  of 
an  SSI  disability  recipient  does  not  reach  the  SGA  earnings  test  of 
$300  a  month. 

In  addition,  at  the  income  level  provided  under  the  SSI  program 
even  an  additional  small  increment  of  income  from  sheltered  em- 
ployment can  make  a  significant  difference  between  marginal  sub- 
sistence and  some  degree  of  independence,  improved  quality  of  life, 
and  self-esteem  which  such  earnings  can  provide. 

C.  SSI  conforming  amendments 

Included  in  the  bill  as  reported  by  the  Committee  are  provisions 
to  make  generally  the  same  changes  in  the  SSI  statute  (Title  XVI 
of  the  Social  Security  Act)  as  are  made  in  the  Disability  Insurance 
program  under  Title  II  of  the  Social  Security  Act.  The  provisions 
also  ensure  applicability  to  the  SSI  Disability  program  of  certain 
temporary  provisions  in  Title  IX  affecting  the  Disability  Insurance 
program.  These  include,  for  example,  making  applicable  to  the  SSI 
program  required  studies  related  to  pain  and  the  moratorium  in 
the  reviews  of  the  mentally  impaired. 

5.  Effective  date  (sec.  914  of  the  bill) 

Except  as  otherwise  provided,  these  provisions  of  the  bill  would 
apply  with  respect  to  cases  involving  disability  determinations 
pending  in  HHS  or  in  court  on  or  after  the  date  of  enactment. 


TITLE  X— MEDICARE  BUDGET  RECONCILIATION  AMENDMENTS 


A.  Payment-  and  Coverage-Related  Changes 

1.  Payment  for  outpatient  diagnostic  laboratory  tests  (sec.  1001  of 
the  bill) 

Present  Law 

Under  present  law,  outpatient  diagnostic  laboratory  services  are 
reimbursed  on  the  basis  of  reasonable  charges  when  furnished  by 
an  independent  laboratory  or  by  a  physician.  Payment  for  such 
services  to  hospital  outpatients  is  on  the  basis  of  reasonable  cost. 
These  laboratory  services  are  covered  under  part  B  of  the  medicare 
program;  thus,  the  beneficiary  is  subject  to  the  part  B  deductible 
and  coinsurance  requirements. 

Explanation  of  Provision 

The  bill  would  require  the  establishment  of  a  fee  schedule  for  all 
laboratory  services  except  those  for  hospital  inpatients.  Payment 
would  be  based  on  the  fee  schedule  unless  the  actual  charge  is 
lower.  The  schedule  may  initially  be  established  on  a  carrier  or  re- 
gional basis;  however,  within  three  years  after  the  date  of  enact- 
ment the  Secretary  would  be  required  to  develop  and  implement  a 
national  fee  schedule. 

The  Secretary  would  be  given  the  discretion  to  provide  for  adjust- 
ments to  the  national  fee  schedule  to  account  for  wage  variations  if 
the  Secretary  determines  that  variations  in  wages  between  differ- 
ent areas  of  the  country  significantly  affect  the  cost  of  providing 
laboratory  services  and  that  an  adjustment  is  appropriate. 

The  initial  payment  level  for  the  fee  schedule  would  be  estab- 
lished at  60%  of  prevailing  charges  for  the  fee  screen  year  begin- 
ning July  1,  1983.  The  Secretary  would  be  required  to  adjust  the 
fee  schedules  annually  to  reflect  changes  in  the  Consumer  Price 
Index  for  all  Urban  Consumers  (U.S.  city  average)  and  could  make 
additional  adjustments  that  the  Secretary  determines  are  justified 
by  technological  changes. 

All  clinical  laboratories  would  be  required  to  bill  the  medicare 
program  directly,  rather  than  billing  the  physician  who  ordered 
the  tests  (laboratories  performing  tests  ''under  arrangement"  with 
a  hospital  could  continue  to  bill  the  hospital  for  hospital  outpa- 
tients). Physicians  would  be  permitted  to  bill  for  clinical  laboratory 
services  only  if  the  physician  (or  another  physician  with  whom  the 
physician  shares  his  practice)  personally  performed  or  supervised 
the  performance  of  the  test. 

Independent  laboratories  would  be  required  to  accept  medicare 
assignment.  Hospital  laboratories  would  have  a  similar  obligation 
under  the  hospital's  medicare  participation  agreement  not  to 
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charge  a  hospital  outpatient  for  whom  the  hospital's  laboratory 
performs  diagnostic  tests.  With  respect  to  tests  performed  for  non- 
hospital  patients,  the  bill  would  require  the  hospital  to  accept  as- 
signment. Reimbursement  for  these  assigned  claims  would  be  at 
100%  of  the  fee  schedule  and  applicable  deductible  and  coinsurance 
amounts  would  be  waived. 

Where  a  physician  bills  for  laboratory  services  that  he  personally 
performs  or  supervises,  the  physician  may  accept  or  not  accept 
medicare  assignment  on  a  claim  by  claim  basis.  When  the  physi- 
cian agrees  to  accept  assignment,  medicare  reimbursement  would 
be  at  100%  of  the  fee  schedule  amount,  and  the  coinsurance  and 
any  applicable  deductible  would  not  apply.  When  the  physician 
chooses  not  to  accept  assignment,  medicare  reimbursement  would 
be  80%  of  the  fee  schedule  amount  and  applicable  coinsurance  and 
deductible  amounts  would  apply. 

The  bill  provides  for  the  payment  of  a  nominal  fee  for  the  draw- 
ing of  patient  specimens.  However,  this  payment  may  be  made  only 
once  per  encounter  to  either  the  physician  or  the  clinical  lab, 
whomever  draws  the  specimen.  The  committee  intends  that  the 
Secretary  would  determine  an  appropriate  payment  amount  for 
these  services.  The  payment  may  vary  under  specified  circum- 
stances if  the  Secretary  determines  differences  in  costs  make  such 
an  adjustment  appropriate. 

Current  law  authorizes  the  Secretary,  for  certain  items  and  serv- 
ices, to  establish  medicare  reasonable  charge  levels  at  the  lowest 
charge  levels  at  which  the  item  or  service  is  widely  and  consistent- 
ly available  in  a  locality.  The  committee  believes  that  these  provi- 
sions of  law  would  no  longer  be  applicable  with  respect  to  clinical 
laboratory  services  once  the  fee  schedule  reimbursement  system  is 
implemented. 

The  Secretary  would  be  directed  to  simplify  current  billing  re- 
quirements for  laboratory  services.  Such  simplication  may  include 
eliminating  requirements  that  a  patient  diagnosis  appear  on  a 
clinical  laboratory  bill,  mechanisms  to  ensure  prompt  payment, 
minimizing  the  amount  of  information  required  for  claims  process- 
ing and  facilitating  bulk  or  periodic  billing  for  multiple  benefici- 
aries. 

Effective  Date 

The  provision  would  be  effective  for  services  furnished  on  or 
after  March  1,  1984. 

2.  Continue  existing  part  B  premium  calculations  (sec.  1002  of  the 
bill) 

Present  Law 

By  law,  the  Secretary  of  Health  and  Human  Services  is  required 
to  calculate  and  announce  each  September  the  amount  of  the 
monthly  premiums  that  will  be  charged  in  the  following  calendar 
year  for  people  enrolled  in  the  Supplementary  Medical  Insurance 
(part  B)  portion  of  the  medicare  program. 

A  temporary  provision  of  law  requires  that  the  premium  amount 
be  calculated  so  as  to  produce  premium  income  equal  to  25  percent 
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of  program  costs  for  enrollees  aged  65  and  over.  (The  same  premi- 
um amount  is  charged  beneficiaries  below  age  65  who  have  medi- 
care entitlement  by  virtue  of  being  disability  or  end-stage  renal  dis- 
eases patient  beneficiaries.)  This  temporary  provision  is  in  effect 
only  for  1984  and  1985  premiums. 

Beginning  with  1986,  the  premium  calculation  will  revert  to  an 
earlier  method  under  which  the  premium  amount  is  the  lower  of: 
(1)  an  amount  sufficient  to  cover  one-half  of  program  costs  for  the 
aged;  or  (2)  the  current  premium  amount  increased  by  the  percent- 
age by  which  cash  benefits  were  most  recently  increased  under  the 
cost-of-living  adjustment  (COLA)  provisions  of  the  social  security 
program.  Under  this  formula,  premium  income,  which  originally  fi- 
nanced half  of  program  costs  for  the  aged,  declined  to  less  than  25 
percent  of  program  costs. 

Explanation  of  Provision 

The  bill  would  make  permanent  the  existing  temporary  provision 
which  fixes  the  proportion  of  the  part  B  medicare  costs  financed  by 
enrollees  at  25  percent  of  program  costs.  This  would  extend  current 
law  beginning  January  1,  1986. 

Effective  Date 

The  provision  would  apply  to  premiums  for  months  beginning 
with  January  1986. 

3.  Coverage  of  administration  of  hepatitis  B  vaccine  (sec.  1003  of 
the  bill  and  sec.  1861  of  the  Act) 

Present  Law 

Current  law  prohibits  medicare  coverage  of  immunizations  and 
vaccines  except  in  the  case  of  pneumoccocal  vaccine,  which  the 
Congress  specifically  covered  in  1980. 

Explanation  of  Provision 

The  bill  would  provide  medicare  coverage  of  hepatitis  B  vaccine 
for  medicare  beneficiaries  when  the  vaccine  is  administered  in  a 
hospital  or  renal  dialysis  facility.  The  applicable  medicare  part  B 
deductible  and  coinsurance  is  waived. 

The  committee  intends  that  the  Secretary  limit  those  eligible  to 
receive  the  hepatitis  B  vaccinations  to  those  at  high  risk  of  infec- 
tion. The  committee  anticipates  that  the  Secretary  will  develop 
coverage  guidelines  using  available  information  to  define  those 
groups  at  high  risk  of  contracting  this  disease,  using  specifically, 
but  not  necessarily  exclusively,  the  information  developed  by  the 
Centers  for  Disease  Control  (CDC). 

The  committee  understands  that  one  of  the  groups  at  high  risk, 
identified  by  the  CDC,  is  the  medicare  end-stage  renal  disease  pop- 
ulation. Medicare  beneficiaries  suffering  from  end-stage  renal  dis- 
ease are  particularly  susceptible  to  hepatitis  B  and  are  currently 
monitored  by  testing,  frequently  on  a  monthly  basis,  for  the  virus. 
The  committee  believes  that  this  population  should  be  covered  by 
this  provision. 
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The  committee  has  given  the  Secretary  the  flexibility  to  develop 
a  payment  method  that  may  be  different  from  the  usual  medicare 
reimbursement  rules.  In  developing  such  a  payment  system,  howev- 
er, the  committee  believes  that  it  should  be  entirely  separate  from 
the  composite  rate  reimbursement  system  for  renal  dialysis  serv- 
ices. Furthermore,  the  committee  believes  that  any  payment 
system  should  provide  a  payment  amount  which  reasonably  re- 
flects the  cost  of  efficiently  providing  and  administering  the  vac- 
cine. 

Effective  Date 

The  provision  would  be  effective  for  services  furnished  on  or 
after  January  1,  1984. 

4.  Pacemaker  reimbursement  review  and  reform  (sec.  1004  of  the 
bill) 

Present  Law 

Under  present  law,  the  costs  of  inpatient  hospital  services  with 
respect  to  the  implantation  of  pacemakers,  including  the  costs  of 
the  device,  are  subject  to  the  new  diagnosis-related  group  (DRG) 
prospective  payment  system.  However,  the  costs  of  physicians'  serv- 
ices for  implantation  and  post-implantation  monitoring  of  the  de- 
vices are  reimbursed  under  part  B  and  are  not  subject  to  the  new 
system. 

Explanation  of  Provision 

It  is  anticipated  that  the  new  DRG  prospective  payment  system 
will  significantly  reduce  the  costs  of  hospital  inpatient  services 
with  respect  to  pacemaker  implantation.  However,  concerns 
remain  with  regard  to  the  frequency  of  subsequent  monitoring, 
physicians'  fees,  and  warranties  with  respect  to  the  devices. 

Concerns  have  been  raised  with  respect  to  the  frequency  of  trans- 
telephonic  monitoring  of  implanted  pacemakers.  The  bill  would  re- 
quire the  Secretary  of  Health  and  Human  Services  to  issue,  before 
February  1,  1984,  revisions  to  the  current  guidelines  on  the  fre- 
quency of  transtelephonic  monitoring  procedures  which  are  reason- 
able and  necessary.  It  is  anticipated  that  the  Secretary  will  have 
had  time  to  review  a  number  of  analyses  which  are  currently  being 
conducted  on  this  subject  before  that  date. 

The  bill  provides  that,  if  the  Secretary  has  failed  to  issue  such 
revised  guidelines  before  February  1,  1984,  payments  under  medi- 
care will  be  limited  to  those  specified  in  the  legislation.  The  bill 
limits  the  frequency  of  monitoring  procedures  to  no  more  than:  (1) 
weekly  during  the  first  month  of  implantation,  (2)  once  every  two 
months  during  the  period  representing  80  percent  of  the  estimated 
life  of  the  device,  and  (3)  monthly  thereafter.  The  Committee 
wishes  to  make  it  clear  that  the  application  of  these  restrictions 
would  be  limited  to  single-chamber  cardiac  pacemakers  powered  by 
lithium  batteries.  In  addition,  the  bill  provides  that  the  limitations 
would  not  apply  where  special  medical  factors  (including  possible 
evidence  of  pacemaker  malfunction)  justify  more  frequent  monitor- 
ing. 
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The  bill  requires  the  Secretary  to  report  to  the  Congress  on  the 
appropriateness  of  the  current  rate  of  physician  reimbursement  for 
services  associated  with  implantation  and  replacement  of  pacemak- 
ers and  pacemaker  leads.  The  Secretary  would  be  required  to  take 
into  account  the  amounts  recognized  as  reasonable  with  respect  to 
the  procedures  and  the  time  and  difficulty  of  the  procedures  com- 
pared to  those  when  such  rates  were  first  established.  The  Commit- 
tee intends  that  the  Secretary  shall  take  into  consideration  im- 
provements in  efficiency  of  pacemaker  implants  in  reviewing  the 
appropriateness  of  payments  to  physicians.  In  making  such  a 
report,  the  Secretary  would  be  required  to  take  into  consideration 
the  reduction  of  such  recognized  rates  by  20  percent.  The  report 
would  be  due  on  April  1,  1984. 

Finally,  the  bill  would  require  the  Secretary,  through  the  Food 
and  Drug  Administration,  to  provide  a  registry  of  all  cardiac  pace- 
maker devices  and  leads  for  which  payment  may  be  made  under 
medicare.  The  registry  would  include  the  manufacturer,  model, 
serial  number,  and  manufacturer's  price,  the  name  of  the  recipient, 
the  date  and  geographic  location  of  the  implantation  or  removal, 
and  the  name  of  the  physician,  hospital  or  other  provider.  The  reg- 
istry would  be  required  to  include  any  express  or  implied  warran- 
ties associated  with  the  device  and  any  other  information  which 
the  Secretary  deemed  appropriate. 

The  purpose  of  the  registry  would  be  to  assist  the  Secretary  in 
determining  when  medicare  payments  may  properly  be  made,  in 
determining  when  inspection  by  the  FDA  may  be  necessary  for 
purposes  of  review  and  testing  for  malfunctions  of  pacemakers,  and 
in  carrying  out  such  other  studies  as  the  Secretary  may  determine 
appropriate.  The  Secretary  would  be  specifically  prohibited  from 
identifying  any  recipient  of  a  pacemaker  by  name. 

In  any  case  where  the  Secretary  had  reason  to  believe  that  re- 
placement of  a  pacemaker  was  related  to  its  malfunction,  the  Sec- 
retary would  be  permitted  to  require  the  testing  of  such  device  by 
the  FDA  or  be  present  at  the  testing  by  the  manufacturer. 

Effective  Date 

The  provision  would  be  effective  upon  enactment. 

5.  Payment  for  debridement  of  mycotic  toenails  (sec.  1005  of  the 
bill) 

Present  Law 

Routine  foot  care  is  not  covered  under  the  medicare  program; 
however,  medicare  does  allow  reimbursement  to  physicians  for  de- 
bridement of  mycotic  toenails  (toenails  with  a  fungal  infection) 
which  cannot  be  performed  by  a  nonprofessional. 

There  has  been  considerable  concern  regarding  the  frequency 
with  which  this  procedure  is  taking  place.  The  Health  and  Human 
Services  Inspector  General  conducted  a  review  in  Virginia  and  con- 
cluded that  this  benefit  was  was  being  abused,  because  the  proce- 
dure was  being  performed  more  frequently  than  necessary  and  was 
being  performed  on  patients  (particularly  nursing  home  patients) 
who  did  not  require  professional  care. 
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Explanation  of  Provision 

The  bill  would  require  the  Secretary,  by  regulation,  to  deny  cov- 
erage under  the  medicare  program  for  debridement  of  mycotic  toe- 
nails if  performed  more  frequently  than  once  every  60  days.  Excep- 
tions would  be  authorized  if  medical  necessity  were  documented  by 
the  physician. 

It  is  the  intent  of  the  provision  to  assure  that  payment  will  not 
be  made  for  debridement  performed  more  frequently  than  every  60 
days;  however,  the  committee  is  aware  that  the  Secretary  may 
wish  to  evaluate  the  practice  further  and  may  determine  that  a 
tighter  standard  is  more  appropriate.  It  is  not  the  intent  of  this 
provision  to  prohibit  the  Secretary  from  establishing  a  standard 
which  is  more  restrictive  than  that  provided  in  the  statute.  The 
Secretary  would  not  be  prohibited  from  establishing  a  rule  limiting 
payment  to  debridement  performed  less  frequently  than  every  60 
days  (except  as  medically  necessary). 

Effective  Date 

The  provision  would  be  effective  upon  enactment. 

6.  Payments  for  costs  of  hospital-based  mobile  intensive  care 
units  (sec.  1006  of  the  bill) 

Present  Law 

In  general,  ambulance  services  are  reimbursed  under  medicare 
on  a  reasonable  charge  basis;  if  they  are  furnished  by  a  hospital, 
they  are  reimbursed  on  a  reasonable  cost  basis.  However,  such 
services  are  covered  only  if  the  patient  is  transported  to  the  hospi- 
tal or  to  another  specified  location.  In  addition,  the  patient  is  re- 
sponsible for  a  coinsurance  payment  of  20  percent. 

Mobile  intensive  care  units  (MICU's)  are  vehicles  equipped  with 
sophisitcated  advanced  life  support  systems  and  staffed  by  para- 
medics trained  to  deal  with  life  threatening  emergencies.  They  also 
have  portable  telemetry  equipment  that  allows  them  to  remain  in 
constant  communication  with  a  physician. 

Several  hospitals  in  New  Jersey  operate  MICUs.  They  provide 
on-the-scene  services  but  they  do  no  transport  the  patient  to  the 
hospital.  Rather,  they  operate  in  conjunction  with  community  vol- 
unteer emergency  vehicles  which  transport  the  patient  to  the  hos- 
pital for  no  charge. 

The  State  of  New  Jersey  currently  has  a  medicare  waiver  under 
which  it  operates  a  prospective  payment  system.  To  receive  the 
waiver,  the  State  was  required  to  provide  assurances  to  the  Secre- 
tary of  HHS  that  expenditures  for  medicare  under  the  system 
would  not  exceed  those  which  otherwise  have  been  made. 

Explanation  of  Provision 

The  bill  provides  that  medicare  would  make  payment  to  hospi- 
tals under  part  A  for  the  operation  of  mobile  intensive  care  units  if 
certain  conditions  are  met.  The  hospital  must  be  located  in  a  State 
which  has  a  Statewide  prospective  payment  system  approved  by 
HHS  either  under  a  demonstration  waiver  or  under  the  new  sec- 
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tion  1886(c)  programmatic  waiver.  Where  the  State  has  a  demon- 
stration waiver,  the  provision  will  apply  unless  the  State  notifies 
the  Secretary  of  HHS  within  30  days  of  the  date  of  enactment  of 
this  bill  that  the  State  does  not  want  the  provision  to  apply.  In  the 
case  of  a  section  1886(c)  waiver,  the  State  must  notify  the  Secretary 
within  such  reasonable  period  as  the  Secretary  may  establish. 

Finally,  the  State  must  provide  satisfactory  assurances  that  total 
medicare  and  medicaid  payments  to  the  hospitals  covered  under 
the  State  system  will  not  exceed  the  total  payments  which  would 
have  been  made.  The  committee  intends  that  this  provision  be  ap- 
plied only  under  very  limited  circumstances.  The  case  of  New 
Jersey  provides  a  special  situation  in  which  volunteer  ambulances 
transport  patients  to  hospitals.  It  is  not  the  desire  of  the  Congress 
through  the  medicare  program  to  disrupt  this  community  service. 
However,  the  committee  anticipates  that  in  most  cases,  medicare 
payments  for  ambulance  and  intensive  care  services  will  continue 
to  be  made  subject  to  the  same  conditions  and  limitations  as  under 
present  law. 

Effective  Date 

The  provision  would  be  effective  retroactivity  to  January  1,  1983. 

7.  Payment  for  physicians'  services  furnished  to  hospital  inpa- 
tients (sec.  1007  of  the  bill) 

Present  Law 

Under  current  law,  medicare  pays  for  physician  services  on  the 
basis  of  medicare-determined  ''reasonable  charges".  Reasonable 
charges  are  the  lesser  of:  (1)  a  physician's  billed  charge;  (2)  the  cus- 
tomary charge  made  by  an  individual  physician  for  a  specific  serv- 
ice; and  (3)  the  prevailing  level  of  charges  made  by  all  physicians 
for  specific  services  in  a  geographic  area.  The  customary  and  pre- 
vailing charges  are  updated  annually  (on  July  1)  to  reflect  changes 
in  physician  charging  practices.  Increases  in  the  prevailing  charge 
levels  are  limited  by  an  economic  index,  which  reflects  changes  in 
the  physicians'  practice  costs  and  changes  in  general  earnings 
levels. 

Under  current  law,  the  medicare  program  provides  for  two  alter- 
native ways  of  paying  for  services  provided  to  medicare  benefici- 
aries: (1)  the  physician  can  bill  the  medicare  beneficiary  his  usual 
fee,  just  as  he  would  most  other  patients.  The  beneficiary  is  then 
responsible  for  obtaining  the  reimbursement  from  the  medicare 
carrier.  The  beneficiary  is  responsible  for  the  deductible  amount  (if 
not  previously  satisfied),  the  20%  coinsurance  on  the  medicare-al- 
lowed charge,  plus  100%  of  the  physician's  fee  above  the  allowed 
charge.  (2)  The  beneficiary  may  choose  to  assign  his  rights  to  pay- 
ment to  the  physician  who  may  agree  to  accept  assignment.  Under 
the  ''assignment  of  benefits"  option,  the  physician  agrees  to  accept 
the  medicare  determined  reasonable  charge  as  payment  in  full  and 
is  paid  directly  by  the  medicare  carrier.  The  physician  may  bill  the 
beneficiary  only  for  the  20%  coinsurance  and  any  applicable  de- 
ductible. 
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The  medicare  program  currently  allows  physicians  to  decide 
whether  or  not  to  accept  medicare  assignment  on  a  case-by-case 
basis.  There  has  been  a  significant  decline  in  physician  willingness 
to  accept  assignment  over  the  last  15  years,  although  in  the  last  2- 
3  years  there  has  been  a  slight  increase.  Recent  data  indicate  that 
approximately  53%  of  medicare  claims  are  assigned,  amounting  to 
54%  of  charges. 

Explanation  of  Provision 

The  bill  as  reported  provides  for  a  six-month  freeze  on  the  eco- 
nomic index  used  to  limit  prevailing  charges.  The  freeze  would  be 
applicable  only  to  charges  for  physician  services  provided  to  hospi- 
tal inpatients  and,  beginning  January  1,  1984,  would  return  pre- 
vailing charge  levels  to  those  that  were  in  effect  prior  to  July  1, 
1983.  The  levels  would  be  frozen  until  July  1,  1984,  and  there 
would  be  no  provision  for  a  catch-up  in  subsequent  years. 

Physicians  would  be  required  to  accept  medicare  assignment  for 
all  services  provided  to  medicare  hospital  inpatients.  This  manda- 
tory assignment  provision  would  remain  in  effect  until  six  months 
after  the  Congress  receives  the  Secretary's  report  and  recommenda- 
tion on  the  advisability  and  feasibility  of  including  payments  for 
inpatient  physician  services  in  the  DRG  prospective  payment  legis- 
lation. Under  the  bill,  the  report  is  due  on  July  1,  1985. 

The  medicare  provider  agreement  that  all  hospitals  receiving 
medicare  reimbursement  are  required  to  have  would  be  modified. 
The  new  provider  agreement  would  obligate  the  hospital  to  obtain 
signed  agreements  from  each  doctor  on  its  medical  staff  (courtesy 
or  otherwise)  who  provides  inpatient  services  in  the  hospital  stat- 
ing that  the  physician  agrees  to  accept  assignment  for  any  medi- 
care beneficiary  that  he  treats  as  an  inpatient  of  that  hospital.  The 
committee  expects  that  the  Secretary  will  specify  the  form  and 
manner  in  which  hospitals  will  be  required  to  satisfy  this  require- 
ment. 

Although  the  hospital  would  be  required  to  obtain  the  assign- 
ment agreement  from  the  each  physician  providing  services  to  in- 
patients of  the  hospital,  the  hospital  would  not  be  responsible  for 
enforcing  the  assignment  agreement.  The  current  law  provisions 
relating  to  physicians  who  fail  to  honor  their  assignment  agree- 
ment would  apply  and  enforcement  would  be  through  the  usual  ad- 
ministrative and  judicial  channels,  except  that  the  hospital  would 
be  expected  to  notify  appropriate  authorities  if  it  became  aware 
that  a  physician  had  failed  to  honor  his  assignment  agreement. 

The  committee's  reported  bill  includes  the  mandatory  assign- 
ment requirement  because  of  concern  over  the  possibility  of  that  in 
its  absence  beneficiaries  would  end  up  bearing  at  least  some  part  of 
the  burden  of  the  cost  saving  for  the  medicare  program  resulting 
from  the  prevailing  fee  freeze.  The  requirement  that  hospitals 
obtain  assignment  agreements  from  their  medical  staffs  was  in- 
clude to  assure  that  no  beneficiary  would  be  left  with  the  responsi- 
bility for  the  entire  bill  of  a  physician  who  refused  to  accept  assign- 
ment after  agreeing  to  treat  a  medicare  patient. 

Although  physicians  have  had  the  option,  since  the  beginning  of 
medicare,  of  deciding  on  a  case  by  case  basis  whether  to  accept  or 
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refuse  medicare  assignment,  there  is  ample  precedent  for  an  ar- 
rangement under  which  medicare  program  payment  is  required  to 
be  treated  as  payment  in  full  (except  for  deductible  and  coinsur- 
ance amounts).  This  is  the  basis  on  which  about  three-fourths  of 
medicare  payments  are  made  today  and  have  been  made  since  the 
program  began. 

Hospitals  and  other  providers  of  services  have  always  operated 
under  a  medicare  participation  agreement  which  obligates  them 
not  to  impose  additional  charges  on  the  beneficiary.  In  the  interest 
of  protecting  the  beneficiary  against  increased  out  of  pocket  ex- 
pense, the  committee's  reported  bill  adopts  a  similar  approach  with 
respect  to  inpatient  physician  services  only.  This  provision  would 
be  in  effect  for  a  temporary  period  only.  At  the  conclusion  of  tht 
period,  the  Congress  will  have  available  to  it  the  Secretary's  report 
and  recommendations  mentioned  above,  as  a  basis  for  its  considera- 
tion of  future  payment  arrangements  for  physicians'  services  to 
hospital  inpatients. 

Effective  Date 

The  provision  would  be  effective  for  services  furnished  on  or 
after  January  1,  1984. 


B.  Miscellaneous  Administrative  Changes 

1.  Presidential  appointment  of  and  pay  level  for  the  administrator 

of  the  Health  Care  Financing  Administration  (sec.  1021  of  the 
bill  and  sec.  1117  of  the  Act) 

Present  Law 

By  law,  the  Administrator  of  the  Health  Care  Financing  Admin- 
istration (HCFA)  is  in  the  Senior  Executive  Service  and  is  appoint- 
ed by  the  Secretary  of  the  Department  of  Health  and  Human  Serv- 
ices. 

Explanation  of  Provision 

The  bill  provides  for  the  appointment  of  the  Administrator  of 
HCFA  by  the  President  with  the  advice  and  consent  of  the  Senate. 
The  position  and  pay  of  the  Administrator  would  be  increased  to 
Level  IV  of  the  Executive  Schedule. 

Effective  Date 

The  provision  would  be  effective  with  respect  to  appointments  to 
the  position  made  after  enactment. 

2.  Permitting  limited  provider  representation  on  peer  review  orga- 

nizations (sec.  1022  of  the  bill  and  sec.  1153  of  the  Act) 

Present  Law 

Under  current  law,  no  health  care  facility  such  as  a  hospital  may 
be  a  peer  review  organization  (except  by  specific  rules  of  delegated 
review).  The  law  specifically  prohibits  the  Secretary  of  HHS  from 
contracting  with  an  entity  which  is,  or  is  affiliated  with  (through 
management,  ownership  or  common  control),  a  health  care  facility. 
The  Secretary,  by  regulation,  has  interpreted  this  to  mean  that  a 
peer  review  organization  (PRO)  may  not  have  a  governing  body 
which  has  a  member  or  individual  who  is  a  governing  body 
member,  officer,  or  managing  employee  of  a  health  care  facility. 

Explanation  of  Provision 

It  is  common  among  professional  standards  review  organizations 
(PSRO's)  (which  are  being  phased  out  and  replaced  by  PRO's)  for 
one  or  two  of  the  hospital  administrators  to  sit  on  the  PSRO  board. 
The  regulation  could  have  the  effect  of  prohibiting  any  physician 
or  other  person  who  is  on  the  board  of,  or  has  certain  administra- 
tive responsibilities  in,  a  hospital  from  serving  on  the  board  of  a 
PRO. 

The  bill  provides  for  limited  representation  of  providers  on 
pro's.  In  the  case  of  a  PRO  with  a  governing  body  of  15  or  fewer 
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members,  one  such  member  may  be  a  governing  body  member,  offi- 
cer, or  managing  employee  of  a  health  care  facility;  and  in  the  case 
of  a  PRO  with  a  governing  body  of  more  than  15  members,  no  more 
than  two  such  members  may  be  a  governing  body  member,  officer, 
or  managing  employee  of  a  health  care  facility. 

Effective  Date 

The  provision  would  take  effect  upon  enactment. 

3.  Access  to  home  health  services  (sec.  1023  of  the  bill  and  sees. 
1814  and  1835  of  the  Act) 

Present  Law 

(a)  Current  law  requires  a  physician  to  certify  as  to  a  patient's 
health  needs  and  establish  a  plan-of-care  before  the  beneficiary  can 
qualify  for  home  health  benefits.  The  Secretary  is  directed,  howev- 
er, to  prescribe  regulations  to  disqualify  physicians  from  carrying 
out  these  functions  for  patients  of  any  agency  in  which  they  have  a 
significant  ownership  interest  or  a  significant  financial  or  contrac- 
tual relationship. 

(b)  Current  regulations,  specifying  which  physicians  are  disquali- 
fied from  carrying  out  the  certification  and  plan-of-care  functions 
for  patients  of  a  home  health  agency,  include  physicians  who  are 
uncompensated  officers  or  directors  of  incorporated  agencies,  even 
though  they  have  no  financial  interest  in  its  operation. 

Explanation  of  Provision 

(a)  The  bill  would  permit  a  physician  who  has  financial  interest 
in  an  agency  which  is  a  sole  community  home  health  agency  to 
carry  out  the  certification  and  plan-of-care  functions  for  patients 
who  will  receive  services  from  the  agency.  Existing  regulations, 
which  were  intended  to  prevent  potential  conflicts  of  interest,  have 
created  a  serious  problem  for  the  relatively  few  patients  whose 
physicians  have  an  interest  in  the  only  agency  in  the  area.  These 
patients  have  been  unable  to  qualify  for  home  health  benefits 
unless  they  changed  physicians. 

The  Secretary  would  be  required  to  promulgate  regulations  de- 
fining "sole  community  home  health  agencies"  for  purposes  of  this 
provision. 

(b)  The  bill  would  delete  from  the  list  of  disqualified  physicians 
uncompensated  officers  or  directors  of  incorporated  agencies.  These 
physicians  do  not  stand  to  gain  or  lose  from  referrals  to  the  agency. 

Effective  Date 

(a)  The  provision  would  be  effective  upon  enactment. 

(b)  The  provision  would  be  effective  for  certifications  and  plans 
established  or  reviewed  on  or  after  the  date  of  enactment. 
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4.  Repeal  of  special  tuberculosis  treatment  requirements  (sec.  1024 

of  the  bill  and  sees.  1814  and  1866  of  the  Act) 

Present  Law 

Present  law  contains  a  number  of  provisions  intended  to  assure 
that  institutional  services  provided  to  medicare  and  medicaid  pa- 
tients suffering  from  tuberculosis  are  not  custodial  in  nature  and 
that  such  treatment  can  reasonably  be  expected  to  improve  the  pa- 
tient's condition  or  render  the  condition  noncommunicable. 

Explanation  of  Provision 

The  bill  repeals  the  special  provisions.  Advances  in  the  active 
treatment  of  tuberculosis  make  such  safeguards  against  paying  for 
custodial  care  for  tuberculosis  patients  unnecessary.  The  bill  also 
eliminates  the  special  provider  category  in  present  law  for  tubercu- 
losis hospitals  in  the  medicare  and  medicaid  programs. 

Effective  Date 
The  provisions  would  take  effect  upon  enactment. 

5.  Indirect  payment  of  supplementary  medical  insurance  benefits 

(sec.  1025  of  the  bill  and  sec.  1842  of  the  Act) 

Present  Law 

Current  law  does  not,  in  general,  permit  payments  to  be  made  to 
anyone  other  than  a  beneficiary  or  an  entity  providing  services. 

Explanation  of  Provision 

The  bill  would  permit  part  B  payments  to  be  made  to  a  health 
benefits  plan,  if  the  beneficiary  agrees,  and  if  the  physician  or 
other  supplier  accepts  the  plan's  payment  as  payment  in  full. 

Effective  Date 
The  provision  would  take  effect  upon  enactment. 

6.  Including  podiatrists  in  definition  of  ''physician''  for  outpatient 

physical  therapy  services  and  including  podiatrists  and  den- 
tists in  deHnition  of  "physician"  for  outpatient  ambulatory 
surgery  (sec.  1026  of  the  bill  and  sees.  1861  and  1832  of  the 
Act) 

Present  Law 

(a)  The  services  of  a  podiatrist  (when  acting  within  the  scope  of 
his  practice  under  State  law)  are  covered  under  the  existing  medi- 
care program;  also,  a  podiatrist'  is  generally  defined  as  a  ''physi- 
cian" for  certain  physician  certification  purposes.  However,  a  po- 
diatrist is  not  a  "physician"  for  purposes  of  the  outpatient  physical 
therapy  benefit  under  medicare.  Outpatient  physical  therapy  serv- 
ices are  overed  only  if  the  patient  is  "under  the  care  of  a  physi- 
cian." For  this  purpose  the  law  defines  a  physician  as  an  M.D.  or 
D.O.  (excluding  podiatrists). 
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A  podiatrist  (acting  within  the  scope  of  his  practice)  is  a  ''physi- 
cian" for  certifying  the  need  for  care,  including  the  need  for  serv- 
ices such  as  physical  therapy  in  the  provider  setting  but  is  not  a 
"physician"  for  purposes  of  outpatient  physical  therapy. 

(b)  A  dentist  is  a  ''physician"  for  covered  dental  services.  Howev- 
er, for  outpatient  ambulatory  surgery  in  a  surgeon's  office,  medi- 
care does  not  define  either  a  podiatrist  or  a  dentist  as  a  "physi- 
cian." 

Medicare  provides  coverage  under  preferential  terms  for  certain 
outpatient  ambulatry  surgery  (a)  in  an  ambulatory  surgical  center, 
and  (b)  in  a  surgeon's  office.  Podiatrists  and  dentists  are  physicians 
for  purposes  of  surgery  in  an  ambulatory  surgical  center.  (Certain 
dental  surgery  is  covered  despite  the  general  exclusion  of  dental 
care.) 

Certain  technical  problems  have  prevented  issuance  of  regula- 
tions under  which  surgery  in  a  surgeon's  office  could  be  covered.  If 
the  provision  were  to  be  implemented,  services  of  both  dentists  and 
podiatrists  would  be  excluded  because  they  are  not  defined  as  "phy- 
sicians" for  this  purpose. 

Explanation  of  Provision 

(a)  The  bill  would  define  a  podiatrist  (when  acting  within  the 
scope  of  his  practice)  as  a  "physician"  for  purposes  of  the  require- 
ment that  an  outpatient  physical  therapy  patient  must  be  under 
the  care  of  a  physician. 

(b)  The  bill  wuld  include  dentists  and  podiatrists  among  the 
"physicians"  whose  services  are  covered  under  the  provisions  relat- 
ing to  ambulatory  surgery  in  a  surgeon's  office. 

Effective  Date 

The  provision  would  be  effective  for  services  furnished  on  or 
after  the  date  of  enactment. 

7.  Establishment  by  physical  therapists  of  plans  for  physical  ther- 
apy (sec.  1027  of  the  bill  and  sec.  1861  of  the  Act) 

Present  Law 

Under  current  law,  medicare  payment  for  outpatient  physical 
therapy  services  furnished  to  a  beneficiary  may  be  made  only  if  a 
plan  for  furnishing  such  services  has  been  established  by  a  physi- 
cian and  is  reviewed  periodically  by  the  physician. 

In  actual  practice,  physicians  frequently  rely  on  the  physical 
therapists  to  recommend  a  plan  of  treatment  for  physical  therapy 
services.  However,  the  physician  actually  prescribes  the  services  for 
a  patient  and  routinely  signs  and  reviews  the  plan  of  treatment 
recommended  by  the  physical  therapist. 

Explanation  of  Provision 

The  bill  would  allow  either  the  physical  therapist  or  the  physi- 
cian to  establish  the  plan  of  treatment.  The  physician  would  still 
be  required  to  periodically  review  the  plan  as  under  existing  law. 
This  would  make  the  establishment  and  review  of  the  plan  of  treat- 
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ment  for  physical  therapy  the  same  as  that  permitted  under  the 
existing  medicare  speech  therapy  benefit. 

Effective  Date 

The  provision  would  be  effective  with  respect  to  plans  of  care  es- 
tablished on  or  after  the  date  of  enactment. 

8.  Access  to  records  of  subcontractors  (sec.  1028  of  the  bill  and 

sec.  1861  of  the  Act) 

Present  Law 

Under  P.L.  96-499  (The  Omnibus  Reconciliation  Act  of  1980),  in 
any  agreement  between  a  medicare  provider  and  a  subcontractor 
valued  at  $10,000  or  more,  the  Secretary  or  Comptroller  General 
must  have  access  to  the  subcontractors'  records. 

Explanation  of  Provision 

The  bill  increases  the  amount  to  a  $50,000  minimum,  thus  allevi- 
ating a  paperwork  burden  for  small  contractors. 

Effective  Date 

The  provision  would  be  effective  with  respect  to  contracts  en- 
tered into  with  subcontractors  on  or  after  date  of  enactment. 

9.  Medicare  recovery  against  certain  third  parties  (sec.  1029  of 

the  bill  and  sec.  1862  of  the  Act) 

Present  Law 

Under  the  current  law,  the  medicare  program  may  make  benefit 
payments  for  services  or  which  other  third  part  insurance  pro- 
grams (e.g.,  worker's  compensation,  auto  or  liability  insurance,  and 
employer  health  plans)  are  ultimately  liable  for  some  or  all  of  the 
costs.  However,  the  Secretary  does  not  now  have  the  right  of  subro- 
gation, to  become  a  party  to  claims  against  other  liable  parties  or 
to  recover  directly  from  such  parties. 

Explanation  of  Provision 

The  bill  establishes  the  statutory  right  of  medicare  to  recover  di- 
rectly from  a  liable  third  party,  if  the  beneficiary  himself  does  not 
do  so,  and  to  pay  a  beneficiary,  or  on  the  beneficiary's  behalf,  pend- 
ing recovery  where  such  third  party  is  not  expected  to  pay  prompt- 
ly. The  bill  would  also  permit  the  Secretary  to  recover  directly 
from  the  third  party  whether  or  not  the  beneficiary  brings  suit  to 
recover  and  subrogate  to  the  United  States  the  right  of  the  individ- 
ual or  anyone  else  to  payment  from  the  third  party.  These  provi- 
sions are  intended  to  improve  the  ability  of  the  medicare  program 
to  obtain  reimbursement  to  which  it  is  entitled  by  law.  The  bill 
would  not  permit  medicare  to  bring  an  action  against  a  beneficiary 
who  had  already  been  paid  by  the  third  party.  Rather,  the  normal 
medicare  rules  with  respect  to  collection  of  overpayments  would 
apply. 
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10.  Use  of  accrediting  organizations  for  certain  entities  furnishing 

services  (sec.  1030  of  the  bill  and  sec.  1865  of  the  Act) 

Present  Law 

Under  current  law,  the  Secretary  has  authority  to  reply  on  cer- 
tain accrediting  organizations  in  determining  whether  hospitals, 
skilled  nursing  facilities,  home  health  agencies,  ambulatory  surgi- 
cal centers  and  hospice  programs  meet  medicare  requirements. 

Explanation  of  Provision 

The  bill  extends  the  Secretary's  authority  to  permit  the  Secre- 
tary to  rely  on  such  organization's  in  determining  whether  rural 
health  clinics,  laboratories,  clinics,  rehabilitation  agencies,  includ- 
ing outpatient  rehabilitation  facilities,  and  public  health  agencies 
meet  medicare  requirements  (and  clarify  the  Secretary's  authority 
with  respect  to  ambulatory  surgical  centers).  The  committee  be- 
lieves that  the  standards  of  an  accrediting  organization  should  be 
at  least  equivalent  to  those  of  the  Secretary,  and  such  organization 
should  have  a  satisfactory  record  of  application  of  such  standards. 

Effective  Date 
The  provision  would  take  effect  upon  enactment. 

11.  Confidentiality  of  accreditation  surveys  (sec.  1031  of  the  bill 
and  sec.  1865  of  the  Act) 

Present  Law 

Current  law  contains  certain  disclosure  safeguards  relating  to 
survey  information  used  by  the  Secretary  in  connection  with  the 
hospital  certification  process  under  medicare.  However,  the  law 
only  specifically  refers  to  surveys  conducted  by  the  Joint  Commis- 
sion on  the  Accreditation  of  Hospitals  (JCAH). 

Explanation  of  Provision 

The  bill  extends  the  same  disclosure  protections  given  JCAH 
survey  information  to  similar  survey  information  provided  to  the 
Secretary  by  the  American  Osteopathic  Association  or  other  na- 
tional accreditation  organizations. 

Effective  Date 
The  provision  would  take  effect  upon  enactment. 

12.  Thirty-day  coverage  for  services  furnished  by  a  home  health 
agency  whose  agreement  has  been  terminated  (sec.  1032  of 
the  bill  and  sec.  1866  of  the  Act) 

Present  Law 

Under  current  law,  if  medicare  participation  of  a  home  health 
agency  is  terminated,  the  Secretary  is  required  to  continue  to  pay 

(for  services  provided  to  a  beneficiary  until  the  end  of  the  calendar 
year  in  which  the  termination  took  place.  This  requirement  is  only 
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applicable  to  services  provided  under  an  individual  plan  of  care  es- 
tablished prior  to  the  termination  of  the  agency. 

Explanation  of  Provision 

The  bill  changes  from  the  end  of  the  calendar  year  to  30  days 
after  termination,  the  ending  of  coverage  for  services  provided 
under  a  plan  established  prior  to  the  termination  date  of  the  par- 
ticipation agreement.  The  bill  brings  provisions  for  home  health 
agencies  into  conformity  with  provisions  for  hospitals  and  skilled 
nursing  facilities. 

Effective  Date 

The  provision  would  apply  with  respect  to  terminations  whose  ef- 
fective date  falls  after  60  days  after  the  date  of  enactment. 

13.  Termination  of  agreements  with  institutions  and  entities 
where  owners  or  certain  other  individuals  have  been  convict- 
ed of  certain  offenses  (sec.  1033  of  the  bill  and  sec.  1866  of  the 
Act) 

Present  Law 

Current  law  authorizes  the  Secretary  to  bar  from  participation  in 
medicare  (and  to  direct  State  agencies  to  bar  from  medicaid)  a 
person  convicted  of  program-related  criminal  offenses. 

Explanation  of  Provision 

The  bill  extends  the  Secretary's  authority  to  exclude  from  medi- 
care participation  (and  to  direct  State  agencies  to  exclude  from 
medicaid  participation)  any  entity  in  which  ownership  or  control- 
ling interest  is  held  by  a  person  convicted  of  program  related  crimi- 
nal offenses,  or  in  which  an  officer,  director,  agent  or  managing 
employee  was  convicted  of  such  criminal  offense. 

Effective  Date 
The  provision  would  take  effect  upon  enactment. 

14.  Elimination  of  Health  Insurance  Benefits  Advisory  Council 
(sec.  1034  of  the  bill  and  sec.  1867  of  the  Act) 

Present  Law 

Section  1867  of  Social  Security  Act  provides  for  a  19  member 
panel  of  health  experts  (the  Health  Benefits  Advisory  Council  or 
HIBAC)  appointed  by  the  Secretary  to  advise  on  matters  of  general 
policy  with  respect  to  the  medicare  program. 

Explanation  of  Provision 

The  bill  repeals  Section  1867  of  the  Social  Security  Act.  HIBAC 
was  very  active  in  the  early  years  of  the  medicare  program  when 
regulations  were  first  promulgated.  As  the  Federal  Govenment 
gained  experience  in  administering  the  medicare  program,  the 
Council's  advisory  functions  with  respect  to  regulations  became  less 
important.  With  passage  of  the  Social  Security  Amendments  of 
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1972,  Public  Law  92-603,  the  Councirs  authority  to  review  regula- 
tions and  recommend  changes  was  specifically  deleted,  and  its  role 
limited  to  advice  on  matters  of  "general  policy."  Also,  its  purview 
was  extended  to  include  the  medicaid  program.  However,  HIBAC 
has  not  been  called  upon  to  advise  the  Secretary  since  late  in  1976, 
and  there  are  currently  no  members. 

Effective  Date 

The  provision  would  take  effect  upon  enactment. 

15.  Open  enrollment  periods  for  health  maintenance  organiza- 
tions and  competitive  medical  plans  (sec.  1035  of  the  bill  and 
sec.  1876  of  the  Act) 

Present  Laic 

Health  maintenance  organizations  (HMO's)  are  required  to  have 
an  open  enrollment  period  of  at  least  30  days  during  which  time 
they  must  accept  medicare  beneficiaries  up  to  the  limits  of  their 
capacity. 

Explanatien  of  Provision 

The  bill  requires  the  Secretary  to  designate  one  30-day  period  in 
which  all  of  the  HMO's  in  an  area  participating  in  medicare  must 
have  an  open  enrollment  period.  The  HMO  would  be  permitted,  in 
addition,  to  conduct  open  enrollment  at  other  times  during  the 
year  or  hold  enrollment  open  throughout  the  year.  The  Secretary 
would  be  required  to  establish  annual  per  capita  rates  in  a  manner 
that  assures  that  the  beneficiaries  enrolling  during  the  designated 
30-day  open  enrollment  period  will  not  have  their  premiums 
changed  or  their  benefits  decreased  for  the  12  month  enrollment 
period  for  which  the  beneficiary  is  enrolling. 

The  Secretary,  in  establishing  the  open  enrollment  period  for  an 
area,  would  be  directed  to  consult  with  HMO's  in  a  geographic  area 
concerning  the  timing  of  the  annual  30-day  open  enrollment 
period. 

The  committee  understands  that  there  may  be  some  difficulty  in 
administering  this  provision  and  has  therefore  allowed  the  Secre- 
tary to  spend  a  period  of  not  more  than  three  years  to  phase  in  this 
provision.  The  committee  intends  that  the  Secretary  make  every 
effort  to  designate  open  enrollment  periods  for  different  areas  as 
soon  as  possible  and  not  wait  until  the  second  or  third  year  of  this 
period  before  designating  open  enrollment  periods. 

Effective  Date 
The  provision  would  take  effect  upon  enactment. 
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16.  Deadline  for  report  on  including  payment  for  physicians'  serv- 
ices to  hospital  inpatients  in  DRG  payment  amounts  (sec.  1036 
of  the  bill) 

Present  Law 

The  Social  Security  Amendments  of  1983  (P.L.  98-21)  required 
the  Secretary  of  Health  and  Human  Services  to  report  to  the  Con- 
gress recommendations  on  the  advisability  and  feasibility  of 
making  payments  for  physician  services  furnished  to  hospital  inpa- 
tients based  on  a  diagnosis-related  group  system  and  to  make  legis- 
lative recommendations.  The  report  was  to  be  part  of  the  report 
made  to  the  Congress  during  1985. 

Explanation  of  Provision 

The  bill  would  specify  that  the  Secretary  is  to  report  to  the  Con- 
gress by  July  1,  1985.  This  would  establish  a  date  certain  for  the 
report  and  would  give  the  Congress  additional  time  to  act  on  the 
recommendations  contained  in  the  report. 

Effective  Date 
The  provision  would  become  effective  upon  enactment. 

17.  Flexible  sanctions  for  noncompliance  with  requirements  for 
end-stage  renal  disease  facilities  (sec.  1037  of  bill  and  sec. 
1881  of  the  Act) 

Present  Law 

Current  law  and  regulations  provide  for  decertification  of  end- 
stage  renal  disease  (ESRD)  facilities  that  are  not  in  complete  com- 
pliance with  medicare  program  requirements. 

Explanation  of  Provision 

The  bill  allows  the  Secretary  to  apply  intermediate  sanctions, 
such  as  a  graduated  reduction  of  or  denial  of  a  portion  of,  reim- 
bursement to  ESRD  facilities,  when  noncompliance  does  not 
jeopardize  patient  health  or  safety  or  justify  decertification  of  such 
facilities.  Noncompliance  would,  in  these  cases,  mean  noncompli- 
ance primarily  with  administrative  requirements.  The  bill  would 
make  the  sanctions  imposed  on  ESRD  facilities  comparable  to  those 
of  nursing  homes  which  are  out  of  compliance. 

Effective  Date 
The  provision  would  take  effect  upon  enactment. 

18.  Removing  costs  of  nurse  anesthetists  from  DRG-based  pay- 
ments (sec.  1038  of  the  bill  and  sec.  1886  of  the  Act) 

Present  Law 

Under  the  new  prospective  payment  system  enacted  as  a  part  of 
the  Social  Security  Amendments  of  1983  (P.L.  98-2),  medicare's 
payments  to  hospitals  under  part  A  will  be  based  on  the  diagnosis 
of  the  patient.  Each  diagnosis-related  group  (DRG)  payment  is  in- 
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tended  to  cover  all  the  services  that  hospitals  customarily  furnish 
in  caring  for  patients  with  a  specified  diagnosis. 

Certified  registered  nurse  anesthetists  (CRNA's)  have  a  variety  of 
employment  arrangements.  Nearly  40  percent  of  all  anesthesia 
services  are  provided  by  CRNA's  employed  by,  or  under  contract 
with,  hospitals.  Physicians  who  provide  anesthesia  can  bill  the 
medicare  program  directly  under  part  B.  These  physicians  may 
also  employ  nurse  anesthetists  and  bill  for  their  services  through 
part  B. 

P.L.  98-21  provided  that  all  non-physician  services  provided  to 
hospital  inpatients  could  only  be  paid  for  under  part  A.  This  would 
mean  that  the  services  of  a  CRNA  employed  by  physician  and  cur- 
rently billed  under  part  B  would  have  to  have  been  billed  under 
part  A.  Because  such  a  result  might  disrupt  the  present  employ- 
ment relationship  of  CRNA's,  the  Department  of  Health  and 
Human  Services  (HHS)  in  its  regulations  of  September  1,  1983  es- 
tablished a  temporary  provision  to  provide  for  a  transition  with  re- 
spect to  the  payment  for  the  services  of  CRNA's  billed  under  part 
B. 

The  regulations  provide  that,  if  a  physician  employed  nurse  anes- 
thetists during  a  designated  period  prior  to  implementation  of  pro- 
spective payment,  then  that  physician  may  continue  to  employ 
CRN  As  through  cost  reporting  periods  beginning  before  October  1, 
1986. 

Explanation  of  Provision 

Despite  the  effort  by  the  Department  of  HHS  to  stabilize  the  em- 
ployment circumstances  of  CRNAs  under  part  B,  there  remains  an 
incentive  for  hospitals  who  currently  employ,  or  contract  with, 
CRNAs  to  substitute  the  services  of  anesthesiologists.  The  provision 
in  the  committee  bill  is  intended  to  eliminate  that  incentive.  It 
would  apply  for  the  same  transition  period  provided  with  respect  to 
the  services  of  CRNAs  under  part  B. 

The  bill  would  remove  from  the  definition  of  "operating  costs  of 
inpatient  hospital  services,"  for  purposes  of  the  application  of  the 
new  prospective  payment  system,  costs  related  to  employment  of, 
or  contracts  for  professional  services  of,  certified  registered  nurse 
anesthetists.  This  would  mean  that  hospitals  would  continue  to  be 
reimbursed  for  the  services  of  such  nurse  anesthetists  on  a  cost 
basis.  The  committee  intends,  however,  that  such  costs  would  be 
subject  to  such  limits  as  the  Secretary  may  wish  to  establish. 

The  committee  intends  that  the  provision  would  be  budget  neu- 
tral for  those  years  in  which  budget  neutrality  applies.  The  com- 
mittee believes  that  it  would  be  appropriate  for  the  Department  of 
HHS  to  reduce  the  aggregate  DRG  payments  for  all  hospitals  by  an 
amount  which  represents  the  costs  of  CRNAs  currently  employed 
by  hospitals  in  order  to  avoid  hospitals  receiving  duplicate  pay- 
ments for  such  services. 

HHS  may  also  wish  to  reduce  the  hospital  specific  portion  (HSP) 
of  a  hospital's  payment  by  an  amount  which  reflects  the  employ- 
ment of  CRNAs.  The  committee  realizes  that  such  adjustments 
may  result  in  an  administrative  burden  on  the  Department  and, 
therefore,  leaves  the  appropriate  implementation  of  the  adjust- 
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merits  necessary  to  achieve  budget  neutrality  and  avoid  duplicate 
payments  to  the  discretion  of  HHS. 

The  Secretary  has  been  required  by  P.L.  98-21  to  report  to  the 
Congress  on  recommendations  on  the  advisability  and  feasibility  of 
providing  for  DRG-type  payments  for  physicians'  services  furnished 
to  hospital  inpatients.  The  bill  would  require  the  Secretary  to  in- 
clude in  that  report  legislative  recommendations  on  compensation 
for  CRNA's  under  the  DRG  system.  The  committee  suggests  that 
the  Secretary  also  look  at  the  advisabiity  of  making  payments  di- 
rectly to  CRNA's. 

Effective  Date 

The  provision  would  be  effective  with  respect  to  cost  reporting 
periods  beginning  on  or  after  October  1,  1983  and  before  October  1, 
1986. 

19.  Determination  of  hospital  area  wage  index  (sec.  1039  of  the 
bill  and  sec.  1886  of  the  Act) 

Present  Law 

Under  the  prospective  payment  system,  the  payments  made  to 
hospitals  are  adjusted  to  reflect  differences  in  area  hospital  wage 
levels.  The  adjustment  is  an  index  or  ratio  based  on  the  average 
hospital  wage  level  in  the  geographic  area  compared  to  the  nation- 
al average.  The  index  is  calculated  based  on  wage  and  employment 
data  maintained  by  the  Bureau  of  Labor  Statistics  (BLS)  of  the  De- 
partment of  Labor.  The  data  is  currently  the  most  reliable  national 
data  available.  Wage  indexes  are  published  for  each  Metropolitan 
Statistical  Area  (MSA)— the  successors  to  SMSA's— and  for  each 
rural  area  as  well  as  for  urban  and  rural  areas  under  classifica- 
tions established  specifically  for  New  England. 

Explanation  of  Provision 

If  a  hospital  can  demonstrate  to  the  Secretary  that  the  area 
wage  index  applied  to  that  hospital  does  not  accurately  reflect  the 
actual  labor  market  conditions  faced  by  that  hospital,  based  on  cri- 
teria established  by  the  Secretary  (e.g.  that  the  hospital  must  draw 
its  employees  from  an  area  with  a  higher  wage  index),  the  Secre- 
tary shall,  where  he  or  she  deems  appropriate,  make  an  adjust- 
ment in  the  hospital's  payments,  payable  beginning  with  the  next 
federal  fiscal  year.  The  provision  would  be  subject  to  the  limita- 
tions of  budget  neutrality  for  the  years  in  which  budget  neutrality 
is  applicable. 

The  Secretary  of  Health  and  Human  Services  would  be  directed 
to  consult  with  the  Secretary  of  Labor  and  the  Commissioner  of  the 
Bureau  of  Labor  Statistics  to  develop  methods  of  refining  and  im- 
proving the  adequacy  and  equity  of  the  area  wage  index,  specifical- 
ly its  applicability  to  hospital  wages.  The  Secretary  of  HHS  would 
be  required  to  report  to  the  Congress  by  May  1,  1984. 

The  wage  index  has  been  used  by  the  Department  of  HHS  for 
sometime  in  making  adjustments  to  the  section  223  cost  reimburse- 
ment limits  in  effect  prior  to  prospective  payment.  Questions  have 
been  raised  in  the  past  about  the  equity  of  the  index.  Those  con- 
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cerns  have  become  more  important  with  the  enactment  of  prospec- 
tive payment  since  the  index  actually  affects  the  hospital's  pay- 
ment levels  rather  than  just  the  cost  limits. 

The  committee  expects  the  Secretary  of  HHS  to  consult  with  the 
Commissioner  of  BLS  to  develop  a  more  sound  approach  to  the 
area  wage  index  as  it  applies  to  all  hospitals.  For  example,  the  cur- 
rent treatment  of  part-time  employees  under  the  index  does  not 
appear  to  be  appropriate  in  its  application  to  hospitals.  The  Com- 
mittee believes  that  many  of  the  problems  cited  by  hospitals  with 
respect  to  the  index  could  be  resolved  for  all  hospitals  rather  than 
attempting  to  resolve  problems  with  the  index  on  a  case-by-case 
basis. 

In  addition,  however,  the  committee  has  required  the  Secretary 
to  establish  criteria  under  which  hospitals  can  appeal  the  applica- 
tion of  the  index.  Some  hospitals  argue,  for  example,  that  they  are 
just  outside  an  MSA  area  and  must  draw  labor  from  the  same 
market  as  those  hospitals  within  the  MSA.  The  Secretary  may  also 
wish  to  recognize,  through  such  criteria  that  hospitals  within  an 
MSA  area  may  have  significant  distinctions  in  their  actual  labor 
market  experiences  from  that  reflected  in  the  index.  In  such  cases, 
the  Secretary  would  be  authorized  to  make  an  adjustment  in  the 
hospital's  wage  index. 

An  adjustment  in  a  hospital's  payment  as  a  result  of  an  adjust- 
ment in  the  hospitals  wage  index  would  be  made,  effective  with  dis- 
charges occurring  on  or  after  October  1  following  the  determina- 
tion. That  is,  the  adjustment  in  the  index  would  be  effective  with 
the  next  Federal  fiscal  year.  This  is  to  make  the  adjustment  con- 
sistent with  the  update  in  the  DRG  payment  at  the  beginning  of 
each  Federal  fiscal  year  and  to  avoid  the  necessity  of  retrospective 
adjustments  under  a  prospective  system.  Therefore  any  additional 
payments  may  be  made  no  earlier  than  October  1,  1984. 

Finally,  the  committee  wishes  to  make  it  clear  that  any  addition- 
al expenditure  of  medicare  funds  as  a  result  of  this  provision  will 
be  subject  to  the  limitations  of  budget  neutrality  for  the  years  in 
which  budget  neutrality  applies.  Thereafter,  the  Secretary  is  ex- 
pected to  apply  the  provision  in  such  a  way  as  to  take  into  account 
the  overriding  goal  of  reducing  hospital  costs  and  protecting  the 
soundness  of  the  medicare  trust  fund. 

20.  Definition  of  bona  fide  emergency  services  for  purposes  of 
limitations  on  payment  for  hospital  outpatient  services  (sec. 
1040  of  the  bill  and  sec.  1861  of  the  Act) 

Present  Law 

The  Budget  Reconciliation  Act  of  1981  (P.L.  97-35)  included  a 
provision  requiring  the  Secretary  of  HHS  to  place  reasonable  limits 
on  hospital  costs  and  physician  charges  for  outpatient  services.  The 
limits  were  to  be  reasonably  related  to  the  charges  for  similar  serv- 
ices in  physician's  offices  in  the  area.  The  statute  specifically 
exempted  from  the  outpatient  limits  ''bona  fide  emergency  services 
provided  in  an  emergency  room." 
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The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (P.L.  97- 
248)  included  a  provision  to  eliminate  duplicate  overhead  payments 
for  outpatient  services.  The  provision  added  authority  for  the  Sec- 
retary to  reduce  the  payment  to  a  physician  providing  services  in 
an  outpatient  department  by  a  factor  representing  the  overhead 
costs  already  being  paid  by  medicare  through  the  payment  to  the 
hospital. 

The  Secretary  of  HHS  issued  regulations  on  October  1,  1982.  The 
definition  of  "bona  fide  emergency  services"  was  limited  to  services 
necessary  to  prevent  death  or  serious  impairment.  After  receiving 
comment,  the  Department  of  HHS  reconsidered  the  definition.  Al- 
though the  regulations  have  not  yet  been  reissued,  it  appears  that 
the  Department  is  prepared  to  broaden  the  definition. 

Explanation  of  Provision 

The  bill  would  provide  for  the  following  statutory  definition  of 
"bona  fide  emergency  services": 

Services  provided  in  a  hospital  emergency  room  after 
the  onset  of  a  medical  condition  manifesting  itself  by 
symptoms  of  sufficient  severity  that  the  absence  of  imme- 
diate medical  attention  could  reasonably  be  expected,  by  a 
prudent  layperson  possessing  an  average  knowledge  of 
health  and  medicine,  to  result  in  (a)  placing  the  patient's 
health  in  jeopardy;  (b)  serious  impairment  to  bodily  func- 
tions; (c)  serious  dysfunction  of  any  bodily  organ  or  part;  or 
(d)  development  or  continuance  of  severe  pain. 
The  committee  believes  that  a  statutory  definition  of  "bona  fide 
emergency  services"  is  necessary  to  express  clearly  the  intent  of 
Congress  in  this  regard. 

21.  Delay  of  effective  date  for  single-rate  for  skilled  nursing  facili- 
ties (sec.  1041  of  bill) 

Present  Law 

The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (P.L.  97- 
248)  required  the  Secretary  to  establish  a  single  payment  limit  for 
both  free-standing  and  hospital-based  skilled  nursing  facilities 
(SNFs),  effective  October  1,  1982. 

In  the  Social  Security  Amendments  of  1983  (P.L.  98-21),  the  ef- 
fective date  was  postponed  for  one  year.  In  addition,  the  Congress 
required  the  Secretary  to  report  by  December  31,  1983  on  the  effect 
of  the  implementation  of  the  TEFRA  single-rate  provision  on  hospi- 
tal-based SFN's,  given  the  difference  (if  any)  in  the  patient  popula- 
tions served  by  such  facilities  and  by  freestanding  SNF's.  Further, 
the  Secretary  was  required  to  report  by  the  end  of  1983  on  the 
impact  of  hospital  prospective  payment  on  SNF's. 
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Explanation  of  Provision 

The  implementation  of  the  single-rate  for  SNF's  would  be  post- 
poned until  April  1,  1984.  The  committee  believes  it  prudent  to 
wait  until  the  Secretary  has  completed  her  report  on  hospital-based 
SNF's  before  implementing  the  single-rate  provision. 
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Congressional  Budget  Office  Cost  Estimate 

1.  Bill  number:  H.R.  4170. 

2.  Bill  title:  The  Tax  Reform  Act  of  1983. 

3.  Bill  status:  As  ordered  reported  by  the  House  Committee  on 
Ways  and  Means,  October  19,  1983. 

4.  Bill  purpose:  To  provide  for  tax  reform,  and  for  other  purposes. 

5.  Estimated  cost  to  the  Federal  Government:  This  estimate  is 
only  for  the  spending  provisions  in  H.R.  4170  in  Titles  IX,  X,  and 
XI.  An  estimate  of  the  revenue  provisions  in  Titles  I  through  VIII 
is  being  provided  under  separate  cover.  The  section  below  shows 
only  the  sections  that  have  a  budgetary  impact. 


[By  fiscal  year,  in  millions  of  dollars] 


1984  1985         1986         1987  1988 


Title  IX: 

Budget  authority   13  22  8  -10  -28 

Outlays   162  323  321  344  344 

Title  X: 

Budget  authority   -376  -683  -1,132  -1,811  -2,656 

Outlays   -261  -621  -1,093  -1,760  -2,602 

Title  XI: 

Budget  authority   (i)  (i)  (i)  (i)  (i) 

Outlays   n  n  (^)  (^)  {') 

Total: 

Budget  authority..  -363  -661  -1,124  -1,821  -2,684 

Outlays   -99  -298  -772  -1,416  -2,258 


1  Less  than  $500,000. 

Basis  of  Estimate:  The  Title  IX  proposals  that  affect  the  Disabil- 
ity Insurance  programs  are  shown  below.  Included  on  this  table  are 
the  impacts  of  the  Disability  Insurance  proposals  on  the  Medicare, 
Medicaid,  and  Supplemental  Security  Income  programs. 

Title  IX 


[Outlays,  by  fiscal  year,  in  millions  of  dollars] 


1984 

1985 

1986 

1987 

1988 

Termination  of  benefits  based  on 

medical  improvement  (sec.  901): 

DI  

26 

65 

90 

115 

115 

HI  and  SMI  

4 

20 

25 

35 

35 

1 

3 

5 

6 

7 

SSI  

4 

10 

15 

17 

21 

Multiple  impairments  (sec.  903): 

13 

DI  

1 

4 

7 

11 

HI  and  SMI  

1 

2 

Medicaid  

(') 

(') 

1 

1 

1 
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Title  IX— Continued 


[Outlays,  by  fiscal  year,  in  millions  of  dollars] 


1984 

1985 

1986 

1987 

1988 

SSI  

(^) 

1 

2 

2 

3 

Face-to-face  evidentiary  hearings 

for  reviews  (sec.  905): 

DI  

0 

11 

11 

8 

6 

SSI  

0 

3 

3 

3 

3 

Continued  payment  during  appeal 

(sec.  906): 

DI  

100 

160 

115 

100 

90 

HI  and  SMI  

35 

60 

50 

40 

35 

Medical  personnel  qualifications 

(sec.  907): 

DI  

2 

7 

14 

23 

25 

HI  and  SMI  

(1) 

{') 

1 

2 

5 

Medicaid  

(') 

(1) 

1 

2 

3 

SSI  

1 

2 

3 

5 

6 

Compliance  with  court  orders  (sec. 

910)  

(2) 

(2) 

(2) 

(2) 

(2) 

Vocational     rehabilitation  (sec. 

911): 

DI  

2 

4 

7 

8 

TJT  Q„J  QA/TT 

(  ) 

{  ) 

(  ) 

QQT 

\  ) 

K  ) 

(  ) 

\  ) 

Extension    of   sees.    1619a  and 

1619b: 

Medicaid  

4 

7 

5 

0 

0 

SSI  

1 

1 

0 

0 

Total   costs   or  savings: 

Budget  authority  

13 

22 

8 

-10 

-28 

Estimated  outlays  ^  

162 

323 

321 

344 

344 

^  Less  than  $500,000. 

2  The  costs  of  this  provision  cannot  be  estimated  because  they  depend  on  future 
court  decisions. 

^  The  details  do  not  add  to  the  totals  due  to  interaction  between  provisions. 


The  following  table  shows  the  Title  X  proposals  that  affect  the 
Medicare  program.  The  table  also  includes  the  impact  of  the  Medi- 
care proposals  on  the  Medicaid  program. 
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Title  X 

[By  fiscal  year,  in  millions  of  dollars] 


1984  1985  1986  1987  1988 

Medicare  (function 
570): 
Clinical  labs  (sec. 

1001):  outlays   -150     -350     -425     -500  -600 

Part  B  premiums 
(sec.  1002): 

outlays   -359     -967  -1,701 

Hepatitis  B 
vaccine  (sec. 

1003):  outlays   2        -1         -2        -2  -4 

Limitation  on 
certain  foot  care: 
(sec.  1005): 

outlays   -28       -40       -42       -45  -48 

Physician  fee 
freeze  (sec.  1007): 

outlays   -150     -350     -420     -480  -550 

Hospital  area  wage 
index  (sec.  1039): 

outlays   (1)         (1)  (') 

Delay  single  rate 
for  SNFS  (sec. 

1041):  outlays   10  20   

Impact  of  medicare 
changes  on 
premiums: 

outlays   80        135        175        214  231 

Medicaid  (function 
550): 

Impact  of  medicare 
changes  on 
medicaid: 

outlays   -25       -35       -20         20  70 

Total: 

Budget 

authority....  -376     -683   -1,132  -1,811  -2,656 

Outlays   -261      -621   -1,093   -1,760  -2,602 

^  This  proposal  may  have  a  budget  impact  in  1986  and  in  future  years  as  the 
budget  neutrality  provision  will  no  longer  be  in  effect. 

The  Title  XI  proposals  that  affect  Trade  Adjustment  Assistance 
are  shown  below. 
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Title  XI 

[By  Fiscal  year,  in  millions  of  dollars] 

1984      1985      1986      1987  1988 


Trade  adjustment  assistance  (func- 
tions 370,  500,  and  600)  

Limitations  on  trade  adjustment 
allowances  (section  1101)  out- 
lays  (^)  (1) 

Job  search  and  relocation  allow- 
ances (section  1102)  outlays   (^)  (^) 

Assistance  to  industry  (section 
1103)  outlays  

Total  

Required  budget  authority/   (^)  (^) 

Authorization  level   (^)  (^) 

E stimated  outlays   C)  ( i ) 


1  Less  than  $500,000. 

6.  Estimated  cost  to  State  and  local  governments:  The  provisions 
in  Title  IX  of  this  bill  that  affect  SSI  would  increase  expenditures 
of  State  and  local  governments.  Their  estimated  net  impact  on 
State  and  local  expenditures  is  less  than  $15  million  a  year. 

The  changes  in  SSI  would  increase  State  and  local  government 
costs  because  virtually  all  States  supplement  Federal  SSI  benefits. 
By  making  more  persons  eligible  for  SSI  benefits,  State  costs  would 
increase.  States  are  also  affected  by  the  added  outlays  in  Medicaid 
because  States  finance  a  portion  of  the  program.  The  current  State 
financing  share  is  46  percent. 

There  could  be  some  offsets  to  these  added  SSI  and  Medicaid 
costs  to  the  extent  that  persons  made  eligible  for  SSI  by  the  bill 
might  otherwise  be  eligible  for  general  assistance  or  health  care  fi- 
nanced fully  by  States  and  localities.  These  potential  offsets  are  not 
included  in  the  cost  estimate. 

Several  of  the  changes  in  Title  X  to  Medicare  would  affect  Medic- 
aid spending  since  about  15  percent  of  those  covered  by  Medicare 
are  also  covered  by  Medicaid.  Changes  in  estimated  State  and  local 
Medicaid  spending  are  shown  below. 


[By  fiscal  year,  in  millions  of  dollars] 


1984      1985      1986      1987  1988 


Estimated  changes  in  State  and 
local  spending  in  medicaid   —20    —30    —15       15  60 


The  clinical  lab  and  physician  fee  freeze  proposals  would  reduce 
Medicare  expenditures  to  providers  and  save  money  in  both  the 
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Medicare  and  Medicaid  programs.  The  increase  in  Part  B  premi- 
ums would  result  in  an  increase  in  Medicaid  expenditures  to  those 
States  that  buy  in  to  the  Medicare  program. 

7.  Estimate  comparison:  None. 

8.  Previous  CBO  estimate:  On  October  4,  1983,  GEO  provided  a 
cost  estimate  for  H.R.  3755,  the  Social  Security  Disability  Benefits 
Reform  Act  of  1983.  The  provisions  of  H.R.  3755  are  included  in 
Title  IX  of  H.R.  4170. 

9.  Estimate  prepared  by:  Diane  Burnside,  Hinda  Ripps  Chaikind, 
Richard  Hendrix,  Kelly  Lukins,  Janice  Peskin. 

10.  Estimate  approved  by  Charles  Seagram,  for  James  L.  Blum, 
Assistant  Director  for  Budget  Analysis. 

C.  Administration  Estimate  of  Financial  Impact  of  Title  IX 

The  following  tables,  prepared  by  the  Office  of  the  Actuary, 
Social  Security  Administration,  and  the  Department  of  Health  and 
Human  Services  summarize  the  estimated  long-range  and  short- 
range  financial  impact  of  Title  IX  of  the  bill. 
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Estimated  Cost  of  the  Social  Security  Disability  Provisions, 
Fiscal  Years  1984-88 

[In  millions] 


Provision 


1984 


Fiscal  year — 


1985 


1986 


1987 


1988 


Total 
1984-88 


OASDI  benefit 

payments   $210     $410     $460     $500     $555  $2,135 

OASDI 
administrative 

expenses   28        99       125      121       126  499 

Medicare   50      105      145       175      205  680 

Medicaid   7        13        18        23        28  89 

SSI   2         9        14        18        24  68 

Total   297      626      742      817      923  3,406 

Note. — These  estimates  were  made  by  the  Office  of  the  Actuary,  Social  Security 
Administration,  based  on  the  alternative  II-B  assumptions  of  the  1983  Trustees' 
Reports. 

Source:  Social  Security  Administration,  Office  of  the  Actuary,  Oct.  20,  1983. 
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Estimated  Long-Range  Financial  Impact  of  the  Social  Security 
Disability  Provisions 


Change  in 
long-range 
OASDI 
actuarial 
balance  (as 
percent  of 
taxable 
payroll) 


901.  Standard  of  review  for  terminations  of  dis- 

ability benefits   ( ^ ) 

902.  Study  concerning  evaluation  of  pain   (^) 

903.  Guidelines  for  disability  determinations: 

Multiple  impairments   (^) 

Noncompetitive  work   (^) 

Work  evaluation  in  mental  impairment 
cases  2   (1) 

904.  Moratorium  and  revised  criteria  for  mental 

impairment  cases   (^) 

905.  Review  procedure  governing  disability  deter- 

minations affecting  continued  entitlement 
to  disability  benefits;  demonstration  proj- 
ects relating  to  review  of  denials  of  disabil- 
ity benefit  applications   ( ^ ) 

906.  Continuation  of  benefits  through  ALJ  deci- 

sions  —0.01 

907.  Qualifications  of  medical  professional  evalu- 

ating mental  impairments   ( ^ ) 

908.  Regulatory  standards  for  consultative  exami- 

nations  (^) 

909.  Administrative  procedure  and  uniform  stand- 

ards   (^) 

910.  Compliance  with  certain  court  orders   (^) 

911.  Revision  of  vocational  rehabilitation  criteria....  (^) 

912.  Advisory  Council  on  Medical  Aspects  of  Dis- 

ability   (^) 

913.  Qualifying  experience  for  appointment  of  cer- 

tain staff  attorneys  to  ALJ  positions   0) 

Total  4   -0.02 


^  Change  in  long-range  OASDI  actuarial  balance  is  less  than  0.005  percent  of 
taxable  payroll. 

2  Report  language  urges  full  "work  evaluation"  by  a  vocational  expert  in 
"borderline"  mental  impairment  cases. 

^  The  financial  effect  of  this  provision  is  attributed  to  the  Secretary's  initiative 
of  June  7,  1983  for  revising  the  criteria  for  evaluating  mental  impairment  cases. 
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Illustrative  estimates  of  the  change  in  the  long-range  OASDI  actuarial  balance  for 
this  revision  are  —0.03,  —0.07,  and  —0.15  percent  of  taxable  payroll  based  on  the 
assumption  that  10  percent,  25  percent  or  50  percent  of  current  mental  impair- 
ment denials  would  be  allowed  (slightly  higher  percentages  are  assumed  for 
current  GDI  terminations).  At  this  time  it  is  not  known  what  provisions  would  be 
made  to  these  criteria. 

Total  includes  the  effect  of  interaction  among  sections. 

Note. — The  estimates  in  this  table  are  based  on  the  alternative  II-B  assumptions 
of  the  1983  Trustees  Report. 

Source:  Social  Security  Administration,  Office  of  the  Actuary,  Sept.  19,  1983. 

D.  Vote  of  the  Committee 

In  compliance  with  clause  2(1)(2)(B)  of  Rule  XI  of  the  House  of 
Representatives,  the  following  statement  is  made  about  the  vote  of 
the  committee  on  the  motion  to  report  the  bill.  The  bill,  H.R.  4170 
was  ordered  favorably  reported  by  voice  vote. 


't.5~     1      HOUSE  OF  REPRESENTATIVES       [  ^f^,. 


TAX  REFORM  ACT  OF  1983 


REPORT 

OF  THE 

COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 

ON 

H.R.  4170 
together  with 

SUPPLEMENTAL,  ADDITIONAL,  AND  ADDITIONAL 
SUPPLEMENTAL  VIEWS 

[Including  cost  estimates  of  the  Congressional  Budget  Office] 


Volume  II 


October  21,  1983. — Committed  to  the  Committee  of  the  Whole  House  on 
the  State  of  the  Union  and  ordered  to  be  printed 


U.S.  GOVERNMENT  PRINTING  OFFICE 
WASHINGTON  :  1983 


VIII.  CHANGES  IN  EXISTING  LAW  MADE  BY  THE  BILL,  AS 

REPORTED 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the 
House  of  Representatives,  changes  in  existing  law  made  by  the  bill, 
as  reported,  are  shown  as  follows  (existing  law  proposed  to  be  omit- 
ted is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic, 
existing  law  in  which  no  change  is  proposed  is  shown  in  roman): 

Internal  Revenue  Code  of  1954 

******* 

Subtitle  A — Income  Taxes 

Chapter  1.  Normal  taxes  and  surtaxes. 
Chapter  2.  Tax  on  self-employed  income. 

Chapter  3.  Withholding  of  tax  on  nonresident  aliens  and  foreign  corporations  [and 

tax-free  covenent  bonds] . 
Chapter  4.  Rules  applicable  to  recovery  of  excessive  profits  on  government  contracts. 
Chapter  5.  Tax  on  transfers  to  avoid  income  tax. 
Chapter  6.  Consolidated  returns. 

CHAPTER  1— NORMAL  TAXES  AND  SURTAXES 

******* 

Subchapter  A — Determination  of  Tax  Liability 

******* 

PART  I— TAX  ON  INDIVIDUALS 
******* 

SEC.  2.  DEFINITIONS  AND  SPECIAL  RULES. 

(a)  Definition  of  Surviving  Spouse.— 

(1)  In  General. — For  purposes  of  section  1,  the  term  "surviv- 
ing spouse"  means  a  taxpayer — 

(A)  whose  spouse  died  during  either  of  his  two  taxable 
years  immediately  preceding  the  taxable  year,  and 

(B)  who  maintains  as  his  home  a  household  which  consti- 
tutes for  the  taxable  year  the  principal  place  of  abode  (as  a 
member  of  such  household)  of  a  dependent  (i)  who  (within 
the  meaning  of  section  152)  is  a  son,  stepson,  daughter,  or 
stepdaughter  of  the  taxpayer,  and  (ii)  with  respect  to 
whom  the  taxpayer  is  entitled  to  a  deduction  for  the  tax- 
able year  under  section  151. 
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which  are  licensed,  by  State  regulatory  agencies  in  at 
least  10  States;  and 

(iii)  which  acquired  such  stock  solely  by  gift,  devise, 
or  bequest, 

section  4943(c)(4)(A)(i)  shall  be  applied  with  respect  to  the 
holdings  of  such  foundation  in  such  incorporated  business 
enterprise  [by  substituting  ''51  percent"  for  ''50  per- 
cent"] as  if  it  did  not  contain  the  phrase,  ''but  in  no  event 
shall  the  percentage  so  substituted  be  more  than  50  per- 
cent'', and  section  4943(c)(4)(D)  shall  not  apply  with  respect 
to  such  holdings.  For  purposes  of  the  proceeding  sentence, 
stock  of  such  enterprise  in  a  trust  created  before  May  27, 
1969,  of  which  the  foundation  is  the  remainder  beneficiary 
shall  be  deemed  to  be  held  by  such  foundation  on  May  26, 
1969,  if  such  foundation  held  (without  regard  to  such  trust) 
more  than  20  percent  of  the  stock  of  such  enterprise  on 
May  26,  1969. 

(B)  Subparagraph  (A)  shall  apply  to  a  private  foundation 
only  if— 

(i)  the  foundation  does  not  purchase  any  stock  or 
other  interest  in  the  enterprise  described  in  subpara- 
graph (A)  after  May  26,  1969,  and  does  not  acquire  any 
stock  or  other  interest  in  any  other  business  enter- 
prise which  constitutes  excess  business  holdings  under 
section  4943;  and 

(ii)  in  the  last  5  taxable  years  ending  on  or  before 
December  31,  1970,  the  foundation  expends  substan- 
tially all  of  its  adjusted  net  income  (as  defined  in  sec- 
tion 4942(f))  for  the  purpose  or  function  for  which  it  is 
organized  and  operated. 

(C)  For  purposes  of  section  4943(c)(6),  the  term  "pur- 
chase" does  not  include  an  exchange  which  is  described  in 
paragraph  (2)(B)  of  this  subsection  and  which  is  pursuant 
to  a  plan  for  disposition  of  excess  business  holdings. 

******* 


Public  Law  96-249 

AN  ACT  To  amend  the  Food  Stamp  Act  of  1977  to  improve  food  stamp  program  fiscal 
accountability  through  reductions  in  inaccurate  ehgibility  and  benefit  determina- 
tions; to  improve  the  system  of  deductions;  to  increase  the  specific  dollar  limitations 
on  appropriations  for  the  fiscal  years  1980  and  1981  food  stamp  programs;  and  for 
other  purposes. 

******* 


TITLE  I— REDUCTION  IN  FOOD  STAMP 
ERROR  AND  FRAUD  AND  REVISION  OF 
DEDUCTIONS 


1084 


DISCLOSURE  PROVISIONS 

Sec.  127.  (a)(1)  Subsection  [(i)]  (I)  of  section  6103  of  the  Internal 
Revenue  Code  of  1954  (relating  to  disclosure  of  returns  and  return 
information  for  purposes  other  than  tax  administration)  is  amend- 
ed by  adding  at  the  end  thereof  the  following  new  paragraph: 

"(7)  Disclosure  of  certain  return  information  by  social 
security  administration  to  department  of  agriculture  and 
to  state  food  stamp  agencies. — 

''(A)  In  general.— The  Commissioner  of  Social  Security 
may  disclose  return  information  from  returns  with  respect 
to  net  earnings  from  self-employment  (as  defined  in  sec- 
tion 1402),  wages  (as  defined  in  section  3121(a)  or  3401(a)), 
and  payments  of  retirement  income  which  have  been  dis- 
closed to  the  Social  Security  Administration  as  provided  by 
paragraph  (1)  or  (5)  of  this  subsection — 

*'(i)  upon  request,  to  officers  and  employees  of  the 
Department  of  Agriculture,  and 

''(ii)  upon  written  request,  to  officers  and  employees 
of  a  State  food  stamp  agency. 
'XB)  Restriction  on  disclosure.— The  Commissioner  of 
Social  Security  shall  disclose  return  information  under 
subparagraph  (A)  only  for  purposes  of,  and  to  the  extent 
necessary  in,  determining  an  individual's  eligibility  for 
benefits,  or  the  amounts  of  benefits,  under  the  food  stamp 
program  established  under  the  Food  Stamp  Act  of  1977. 

"(C)  State  food  stamp  agency.— For  purposes  of  this 
paragraph,  the  term  'State  food  stamp  agency'  means  any 
agency  described  in  section  3(n)(l)  of  the  Food  Stamp  Act 
of  1977,  which  administers  the  food  stamp  program  estab- 
lished under  such  Act.". 

******* 


Social  Security  Act 
******* 


title  ii— federal  old-age,  survivors, 

AND  disability  INSURANCE  BENEFITS 

*  *  *  *  *  *  * 

FEDERAL  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND  AND 
FEDERAL  DISABILITY  INSURANCE  TRUST  FUND 

Sec.  201.  (a)  There  is  hereby  created  on  the  books  of  the  Treasury 
of  the  United  States  a  trust  fund  to  be  known  as  the  ''Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund".  The  Federal  Old- Age 
and  Survivors  Insurance  Trust  Fund  shall  consist  of  the  securities 
held  by  the  Secretary  of  the  Treasury  for  the  Old-Age  Reserve  Ac- 
count and  the  amount  standing  to  the  credit  of  the  Old-Age  Re- 
serve Account  on  the  books  of  the  Treasury  on  January  1,  1940, 
which  securities  and  amount  the  Secretary  of  the  Treasury  is  au- 
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thorized  and  directed  to  transfer  to  the  Federal  Old-Age  and  Survi- 
vors Insurance  Trust  Fund,  and,  in  addition,  such  gifts  and  be- 
quests as  may  be  made  as  provided  in  subsection  (i)(l),  and  such 
amounts  as  may  be  appropriated  to,  or  deposited  in,  the  Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund  as  hereinafter  pro- 
vided. There  is  hereby  appropirated  to  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  for  the  fiscal  year  ending  June  30, 
1941,  and  for  each  fiscal  year  thereafter,  out  of  any  moneys  in  the 
Treasury  not  otherwise  appropriated,  amounts  equivalent  to  100 
per  centum  of— 
(1)  *  *  * 

******* 

(3)  the  taxes  imposed  by  subchapter  A  of  chapter  9  of  such 
Code  with  respect  to  wages  (as  defined  in  section  1426  of  such 
Code),  and  by  chapter  21  (other  than  sections  3101(b)  and 
3111(b))  of  the  Internal  Revenue  Code  of  1954  with  respect  to 
wages  (as  defined  in  section  3121  of  such  Code)  reported  to  the 
Commissioner  of  Internal  Revenue  pursuant  to  section  1420(c) 
of  the  Internal  Revenue  Code  of  1939  after  December  31,  1950, 
or  to  the  Secretary  of  the  Treasury  or  his  delegates  pursuant 
to  subtitle  F  of  the  Internal  Revenue  Code  of  1954  after  Decem- 
ber 31,  1954,  as  determined  by  the  Secretary  of  the  Treasury 
by  applying  the  applicable  rates  of  tax  under  such  subchapter 
or  chapter  21  (other  than  sections  3101(b)  and  3111(b))  to  such 
wages,  which  wages  shall  be  certified  by  the  Secretary  of 
[Health,  Education,  and  WelfareJ  Health  and  Human  Serv- 
ices on  the  basis  of  the  records  of  wages  established  and  main- 
tained by  such  Secretary  in  accordance  with  such  reports,  less 
the  amounts  specified  in  clause  (1)  of  subsection  (b)  of  this  sec- 
tion; and 

(4)  the  taxes  imposed  by  subchapter  E  of  chapter  1  of  the  In- 
ternal Revenue  Code  of  1939,  with  respect  to  self-employment 
income  (as  defined  in  section  481  of  such  Code),  and  by  chapter 
2  (other  than  section  1401(b))  of  the  Internal  Revenue  Code  of 
1954  with  respect  to  self-employment  income  (as  defined  in  sec- 
tion 1402  of  such  Code)  reported  to  the  Commissioner  of  Inter- 
nal Revenue  on  tax  returns  under  such  subchapter  or  to  the 
Secretary  of  the  Treasury  or  his  delegate  on  tax  returns  under 
subtitle  F  of  such  Code,  as  determined  by  the  Secretary  of  the 
Treasury  by  applying  the  applicable  rate  of  tax  under  such 
subchapter  or  chapter  (other  than  section  1401(b))  to  such  self- 
employment  income,  which  self-employment  income  shall  be 
certified  by  the  Secretary  of  [Health,  Education,  and  Wel- 
fare3  Health  and  Human  Services  on  the  basis  of  the  records 
of  self-employment  income  established  and  maintained  by  the 
Secretary  of  [Health,  Education,  and  WelfareJ  Health  and 
Human  Services  in  accordance  with  such  returns,  less  the 
amounts  specified  in  clause  (2)  of  subsection  (b)  of  this  section. 

(b)  There  is  hereby  created  on  the  books  of  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as  the  "Federal  Disability 
Insurance  Trust  Fund".  The  Federal  Disability  Insurance  Trust 
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Fund  shall  consist  of  such  gifts  and  bequests  as  may  be  made  as 
provided  in  subsection  (i)(l),  and  such  amounts  as  may  be  appropri- 
ated to,  or  deposited  in,  such  fund  as  provided  in  this  section. 
There  is  hereby  appropriated  to  the  Federal  Disability  Insurance 
Trust  Fund  for  the  fiscal  year  ending  June  30,  1957,  and  for  each 
fiscal  year  thereafter,  out  of  any  moneys  in  the  Treasury  not  other- 
wise appropriated,  amounts  equivalent  to  100  per  centum  of— 

(1)  (A)  y2  of  1  per  centum  of  the  wages  (as  defined  in  section 
3121  of  the  Internal  Revenue  Code  of  1954)  paid  after  Decem- 
ber 31,  1956,  and  before  January  1,  1966,  and  reported  to  the 
Secretary  of  the  Treasury  or  his  delegate  pursuant  to  subtitle 
F  of  the  Internal  Revenue  Code  of  1954,  (B)  0.70  of  1  per 
centum  of  the  wages  (as  so  defined)  paid  after  December  31, 
1965,  and  before  January  1,  1968,  and  so  reported,  (C)  0.95  of  1 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1967,  and  before  January  1,  1970,  and  so  reported,  (D)  1.10 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1969,  and  before  January  1,  1973,  and  so  reported,  (E)  1.1 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1972,  and  before  January  1,  1974,  and  so  reported,  (F)  1.15 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1973,  and  before  January  1,  1978,  and  so  reported,  (G)  1.55 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1977,  and  before  January  1,  1979,  and  so  reported,  (H)  1.50 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1978,  and  before  January  1,  1980,  and  so  reported,  (I)  1.12 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1979,  and  before  January  1,  1981,  and  so  reported,  (J)  1.30 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1980,  and  before  January  1,  1982,  and  so  reported,  (K)  1.65 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1981,  and  before  January  1,  1983,  and  so  reported,  (L)  1.25 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1982,  and  before  January  1,  1984,  and  so  reported,  (M)  1.00 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1983,  and  before  January  1,  1988,  and  so  reported,  (N)  1.06 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1987,  and  before  January  1,  1990,  and  so  reported,  (O)  1.20 
per  centum  of  the  wages  (as  so  defined)  paid  after  December 
31,  1989,  and  before  January  1,  2000,  and  so  reported,  and  (P) 
1.42  per  centum  of  the  wages  (as  so  defined)  paid  after  Decem- 
ber 31,  1999,  and  so  reported,  which  wages  shall  be  certified  by 
the  Secretary  of  [Health,  Education,  and  Welfare]  Health 
and  Human  Services  on  the  basis  of  the  records  of  wages  estab- 
lished and  maintained  by  such  Secretary  in  accordance  with 
such  reports;  and 

(2)  (A)  %  of  1  per  centum  of  the  amount  of  self-employment 
income  (as  defined  in  section  1402  of  the  Internal  Revenue 
Code  of  1954)  reported  to  the  Secretary  of  the  Treasury  or  his 
delegate  on  tax  returns  under  subtitle  F  of  the  Internal  Reve- 
nue Code  of  1954  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1956,  and  before  January  1,  1966,  (B)  0.525  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
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ber  31,  1965,  and  before  January  1,  1968,  (C)  0.7125  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1967,  and  before  January  1,  1970,  (D)  0.825  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1969,  and  before  January  31,  1973,  (E)  0.795  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1972,  and  before  January  1,  1974,  (F)  0.815  of  1  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) as  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1973,  and  before  January  1,  1978  (G)  1.090  per  centum 
of  the  amount  of  self-employment  income  (as  so  defined)  so  re- 
ported for  any  taxable  year  beginning  after  December  31,  1977, 
and  before  January  1,  1979,  (H)  1.0400  per  centum  of  the 
amount  of  self-employment  income  (as  so  defined)  so  reported 
for  any  taxable  year  beginning  after  December  31,  1978,  and 
before  January  1,  1980,  (I)  0.7775  per  centum  of  the  amount  of 
self-employment  income  (as  so  defined)  so  reported  for  any  tax- 
able year  beginning  after  December  31,  1979,  and  before  Janu- 
ary 1,  1981,  (J)  0.9750  per  centum  of  the  amount  of  self-employ- 
ment income  (as  so  defined)  so  reported  for  any  taxable  year 
beginning  after  December  31,  1980,  and  before  January  1,  1982, 
(K)  1.2375  per  centum  of  the  amount  of  self-employment 
income  (as  so  defined)  so  reported  for  any  taxable  year  begin- 
ning after  December  31,  1981  and  before  January  1,  1983,  (L) 
0.9375  per  centum  of  the  amount  of  self-employment  income 
(as  so  defined)  so  reported  for  any  taxable  year  beginning  after 
December  31,  1982,  and  before  January  1,  1984  (M)  1.00  per 
centum  of  the  amount  of  self-employment  income  (as  so  de- 
fined) so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1983,  and  before  January  1,  1988  (N)  1.06  per  centum  of 
the  self-employment  income  (as  so  defined)  so  reported  for  any 
taxable  year  beginning  after  December  31,  1987,  and  before 
January  1,  1990  (O)  1.20  per  centum  of  the  amount  of  self-em- 
ployment  income  (as  so  defined)  so  reported  for  any  taxable 
year  beginning  after  December  31,  1989  and  before  January  1, 
2000,  and  (P)  1.42  per  centum  of  the  self-employment  income 
(as  so  defined)  so  reported  for  any  taxable  year  beginning  after 
December  31,  1999,  which  self-employment  income  shall  be  cer- 
tified by  the  Secretary  of  [Health,  Education,  and  Welfare] 
Health  and  Human  Services  on  the  basis  of  the  records  of  self- 
employment  income  established  and  maintained  by  the  Secre- 
tary of  [Health,  Education,  and  Welfare]  Health  and  Human 
Services  in  accordance  with  such  returns, 
(d)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such 
portion  of  the  Trust  Funds  as  is  not,  in  his  judgment,  required  to 
meet  current  withdrawals.  Such  investments  may  be  made  only  in 
interest-bearing  obligations  of  the  United  States  or  in  obligations 
guaranteed  as  to  both  principal  and  interest  by  the  United  States. 
For  such  purpose  such  obligations  may  be  acquired  (1)  on  original 
issue  at  the  issue  price,  or  (2)  by  purchase  of  outstanding  obliga- 
tions at  the  market  price.  The  purposes  for  which  obligations  of  the 
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United  States  may  be  issued  under  [the  Second  Liberty  Bond  Act, 
as  amended,!  chapter  21  of  title  31,  United  States  Code,  are  hereby 
extended  to  authorize  the  issuance  at  par  of  public-debt  [Obliga- 
tion] obligations  for  purchase  by  the  Trust  Funds.  Such  obliga- 
tions issued  for  purchase  by  the  Trust  Funds  shall  have  maturities 
fixed  with  due  regard  for  the  needs  of  the  Trust  Funds  and  shall 
bear  interest  at  a  rate  equal  to  the  average  market  yield  (computed 
by  the  managing  Trustee  on  the  basis  of  market  quotations  as  of 
the  end  of  the  calendar  month  next  preceding  the  date  of  such 
issue)  on  all  marketable  interest-bearing  obligations  of  the  United 
States  then  forming  a  part  of  the  public  debt  which  are  not  due  or 
callable  until  after  the  expiration  of  four  years  from  the  end  of 
such  calendar  month;  except  that  where  such  average  market  yield 
is  not  a  multiple  of  one-eight  of  1  per  centum,  the  rate  of  interest 
of  such  obligations  shall  be  the  multiple  of  one-eight  of  1  per 
centum  nearest  such  market  yield.  The  Managing  Trustee  may 
purchase  other  interest-bearing  obligations  of  the  United  States  or 
obligations  guaranteed  as  to  both  principal  and  interest  by  the 
United  States,  on  original  issue  or  at  the  market  price,  only  where 
he  determines  that  the  purchase  of  such  other  obligations  is  in  the 
public  interest. 

«**«**« 

(g)  (1)(A)  The  Managing  Trustee  of  the  Trust  Funds  (which  for 
purposes  of  this  paragraph  shall  include  also  the  Federal  Hospital 
Insurance  Trust  Fund  and  the  Federal  Supplementary  Medical  In- 
surance Trust  Fund  established  by  title  XVIII)  is  directed  to  pay 
from  the  Trust  Funds  into  the  Treasury— 

(i)  the  amounts  estimated  by  him  and  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Serv- 
ices which  will  be  expended,  out  of  moneys  appropriated  from 
the  general  fund  in  the  Treasury,  during  a  three-month  period 
by  the  Department  of  [Health,  Education,  and  Welfare] 
Health  and  Human  Services  and  the  Treasury  Department  for 
the  administration  of  titles  II,  XVI,  and  XVIII  of  this  Act  and 
subchapter  E  of  chapter  1  and  subchapter  A  of  chapter  9  of  the 
Internal  Revenue  Code  of  1939,  and  chapters  2  and  21  of  the 
Internal  Revenue  Code  of  1954,  less 

(ii)  the  amounts  estimated  (pursuant  to  the  method  pre- 
scribed by  the  Board  of  Trustees  under  paragraph  (4)  of  this 
subsection)  by  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  which  will  be  expended,  out 
of  moneys  made  available  for  expenditures  from  the  Trust 
Funds,  during  such  three-month  period  to  cover  the  cost  of  car- 
rying out  the  functions  of  the  Department  of  [Health,  Educa- 
tion, and  Welfare],  Health  and  Human  Services  specified  in 
section  232,  which  relate  to  the  administration  of  provisions  of 
the  Internal  Revenue  Code  of  1954  other  than  those  referred  to 
in  clause  (i). 

Such  payments  shall  be  carried  into  the  Treasury  as  the  net 
amount  of  repayments  due  the  general  fund  account  for  reimburse- 
ment of  expenses  incurred  in  connection  with  the  administration  of 
titles  II,  XVI,  and  XVIII  of  this  Act  and  subchapter  E  of  chapter  1 
and  subchapter  A  of  chapter  9  of  the  Internal  Revenue  Code  of 
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1939,  and  chapters  2  and  21  of  the  Internal  Revenue  Code  of  1954. 
A  final  accounting  of  such  payments  for  any  fiscal  year  shall  be 
made  at  the  earliest  practicable  date  after  the  close  thereof.  There 
are  hereby  authorized  to  be  made  available  for  expenditure,  out  of 
any  or  all  of  the  Trust  Funds,  such  amounts  as  the  Congress  may 
deem  appropriate  to  pay  the  costs  of  the  part  of  the  administration 
of  this  title,  title  XVI,  and  title  XVIII  for  which  the  Secretary  of 
[Health,  Education,  and  Welfare] ,  Health  and  Human  Services  is 
responsible  and  of  carrying  out  the  functions  of  the  Department  of 
[Health,  Education,  and  Welfare],  Health  and  Human  Services 
specified  in  section  232,  which  relate  to  the  administration  of  provi- 
sions of  the  Internal  Revenue  Code  of  1954  other  than  those  re- 
ferred to  in  clause  (i)  of  the  first  sentence  of  this  subparagraph. 

(B)  After  the  close  of  each  fiscal  year  the  Secretary  of  [Health, 
Education,  and  Welfare]  Health  and  Human  Services,  shall  deter- 
mine the  portion  of  the  costs,  incurred  during  such  fiscal  year,  of 
administration  of  this  title,  title  XVI,  and  title  XVIII  and  of  carrying 
out  the  functions  of  the  Department  of  [Health,  Education,  and 
Welfare]  Health  and  Human  Services,  specified  in  section  232,  which 
relate  to  the  administration  of  provisions  of  the  Internal  Revenue  Code 
of  1954  (other  than  those  referred  to  in  [clauses]  clause  (i)  of  the  first 
sentence  of  subparagraph  (A)),  which  should  have  been  borne  by  the 
general  fund  in  the  Treasury  and  the  portion  of  such  costs  which  should 
have  been  borne  by  each  of  the  Trust  Funds;  except  that  the  deter- 
mination of  the  amounts  to  be  borne  by  the  general  fund  in  the 
Treasury  with  respect  to  expenditures  incurred  in  carrying  out 
such  functions  specified  in  section  232  shall  be  made  pursuant  to 
the  method  prescribed  by  the  Board  of  Trustees  under  paragraph 
(4)  of  this  subsection.  After  such  determination  has  been  made,  the 
Secretary  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services  shall  certify  to  the  Managing  Trustee  the 
amounts,  if  any,  which  should  be  transferred  from  one  to  any  of 
the  other  of  such  Trust  Funds  and  the  amounts,  if  any,  which 
should  be  transferred  between  the  Trust  Funds  (or  one  of  the  Trust 
Funds)  and  the  general  fund  in  the  Treasury,  in  order  to  insure 
that  each  of  the  Trust  Funds  and  the  general  fund  in  the  Treasury, 
have  borne  their  proper  share  of  the  costs,  incurred  during  such 
fiscal  year,  for  the  part  of  the  administration  of  this  title,  title  XVI, 
and  title  XVIII  for  which  the  Secretary  of  [Health,  Education,  and 
Welfare]  Health  and  Human  Services  is  responsible  and  of  carry- 
ing out  the  functions  of  the  Department  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services,  specified  in  section  232, 
which  relate  to  the  administration  of  provisions  of  the  Internal 
Revenue  Code  of  1954  (other  than  those  referred  to  in  clause  (i)  of 
the  first  sentence  of  subparagraph  (A)).  The  Managing  Trustee  is 
authorized  and  directed  to  transfer  any  such  amounts  in  accord- 
ance with  any  certification  so  made. 

(2)  The  Managing  Trustee  is  directed  to  pay  from  time  to  time 
from  the  Trust  Funds  into  the  Treasury  the  amount  estimated  by 
him  as  taxes  imposed  under  section  3101(a)  which  are  subject  to 
refund  under  section  6413(c)  of  the  Internal  Revenue  Code  of  1954 
with  respect  to  wages  (as  defined  in  section  1426  of  the  Internal 
Revenue  Code  of  1939  and  section  3121  of  the  Internal  Revenue 
Code  of  1954)  paid  after  December  31,  1950.  Such  taxes  shall  be  de- 


1090 


termined  on  the  basis  of  the  records  of  wages  established  and  main- 
tained by  the  Secretary  of  [Health,  Education,  and  Welfare] 
Health  and  Human  Services  in  accordance  with  the  wages  reported 
to  the  Commissioner  of  Internal  Revenue  pursuant  to  section 
1420(c)  of  the  Internal  Revenue  Code  of  1939  and  to  the  Secretary 
of  the  Treasury  or  his  delegate  pursuant  to  subtitle  F  of  the  Inter- 
nal Revenue  Code  of  1954,  and  the  Secretary  shall  furnish  the 
Managing  Trustee  such  information  as  may  be  required  by  the 
Trustee  for  such  purpose.  The  pajnnents  by  the  Managing  Trustee 
shall  be  covered  into  the  Treasury  as  repayments  to  the  account 
for  refunding  Internal  Revenue  collections.  Payments  pursuant  to 
the  first  sentence  of  this  paragraph  shall  be  made  from  the  Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund  and  the  Federal  Dis- 
ability Insurance  Trust  Funds  in  the  ratio  in  which  amounts  were 
appropriated  to  such  Trust  Funds  under  clause  (3)  of  subsection  (a) 
of  this  section  and  clause  (1)  of  subsection  (b)  of  this  section. 

******* 

(4)  The  Board  of  Trustees  shall  prescribe  before  January  1,  1981, 
the  method  of  determining  the  costs  which  should  be  borne  by  the 
general  fund  in  the  Treasury  of  carrying  out  the  functions  of  the 
Department  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services,  specified  in  section  232,  which  relate  to  the  ad- 
ministration of  provisions  of  the  Internal  Revenue  Code  of  1954 
(other  than  those  referred  to  in  clause  (i)  of  the  first  sentence  of 
paragraph  (1)(A)).  If  at  any  time  or  times  thereafter  the  Boards  of 
Trustees  of  such  Trust  Funds  deem  such  action  advisable  they  may 
modify  the  method  so  determined. 

******* 

(i)(l)  The  Managing  Trustee  of  the  Federal  Old-Age  and  Survi- 
vors Insurance  Trust  Fund,  the  Federal  Disability  Insurance  Trust 
Fund,  the  Federal  Hospital  Insurance  Trust  Fund,  and  the  Federal 
Supplementary  Medical  Insurance  Trust  Fund  is  authorized  to 
accept  on  behalf  of  the  United  States  money  gifts  and  bequests 
made  unconditionally  to  any  one  or  more  of  such  Trust  Funds  or  to 
the  Department  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services,  or  any  part  or  officer  thereof,  for  the  benefit  of 
any  of  such  Funds  or  any  activity  financed  through  such  Funds. 

******* 
(1X1)  *  *  * 

******* 

(3)(A)  If  in  any  month  after  a  loan  has  been  made  to  a  Trust 
Fund  under  paragraph  (1),  the  Managing  Trustee  determines  that 
the  assets  of  such  Trust  Fund  are  sufficient  to  permit  repayment  of 
all  or  part  of  any  loans  made  to  such  Fund  under  paragraph  (1),  he 
shall  make  such  repayments  as  he  determines  to  be  appropriate. 

(B)(i)  If  on  the  last  day  of  any  year  after  a  loan  has  been  made 
under  paragraph  (1)  by  the  Federal  Hospital  Insurance  Trust  Fund 
to  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund  or  the 
Federal  Disability  Insurance  Trust  Fund,  the  Managing  Trustee  de- 
termines that  the  OASDI  trust  fund  ratio  exceeds  15  percent,  he 
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shall  transfer  from  the  borrowing  Trust  Fund  to  the  Federal  Hospi- 
tal Insurance  Trust  Fund  an  amount  that — 

(I)  together  with  any  amounts  transferred  from  another  bor- 
rowing Trust  Fund  under  this  paragraph  for  such  year,  will 
reduce  the  OASDI  trust  fund  ratio  to  15  percent;  and 

(II)  does  not  exceed  the  outstanding  balance  of  such  loan. 
******* 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFIT  PAYMENTS 

Old-Age  Insurance  Benefits 

Sec.  202.  (a)  *  *  * 

******* 

Husband's  Insurance  Benefits 

(c)(1)  The  husband  (as  defined  in  section  216(f))  and  every  di- 
vorced husband  (as  defined  in  section  216(d))  of  an  individual  enti- 
tled to  old-age  or  disability  insurance  benefits,  if  such  husband  or 
such  divorced  husband — 

(A)  has  filed  application  for  husband's  insurance  benefits, 

(B)  has  attained  age  62  or  (in  the  case  of  a  husband)  has  in 
his  care  (individually  or  jointly  with  such  individual)  at  the 
time  of  filing  such  application  a  child  entitled  to  child's  insur- 
ance benefits  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual, 

(C)  in  the  case  of  a  divorced  husband,  is  not  married,  and 

(D)  is  not  entitled  to  old-age  or  disability  insurance  benefits, 
or  is  entitled  to  old-age  or  disability  insurance  benefits  based 
on  a  primary  insurance  amount  which  is  less  than  one-half  of 
the  primary  insurance  amount  of  such  individual, 

shall  (subject  to  subsection  (s))  be  entitled  to  a  husband's  insurance 
benefit  for  each  month,  beginning  with — 

(i)  in  the  case  of  a  husband  or  divorced  husband  (as  so  de- 
fined) of  an  individual  who  is  entitled  to  an  old-age  insurance 
benefit,  if  such  husband  or  divorced  husband  has  attained 
[age  65]  retirement  age  (as  defined  in  section  216(1)),  the  first 
month  in  which  he  meets  the  criteria  specified  in  subpara- 
graphs (A),  (B),  (C),  and  (D),  or 

(ii)  in  the  case  of  a  husband  or  divorced  husband  (as  so  de- 
fined) of— 

(I)  an  individual  entitled  to  old-age  insurance  benefits,  if 
such  husband  or  divorced  husband  has  not  attained  [age 
65]  retirement  age  (as  defined  in  section  216(1)),  or 

(II)  an  individual  entitled  to  disability  insurance  bene- 
fits, 

the  first  month  throughout  which  he  is  such  a  husband  or  di- 
vorced husband  and  meets  the  criteria  specified  in  subpara- 
graphs (B),  (C),  and  (D)  (if  in  such  month  he  meets  the  criterion 
specified  in  subparagraph  (A)), 

whichever  is  earlier,  and  ending  with  the  month  preceding  the 

month  [to]  in  which  any  of  the  following  occurs: 

(E)  he  dies. 
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(F)  such  individual  dies, 

(G)  in  the  case  of  a  husband,  they  are  divorced  and  either  (i) 
he  has  not  attained  age  62,  or  (ii)  he  has  attained  age  62  but 
has  not  been  married  to  such  individual  for  a  period  of  10 
years  immediately  before  the  divorce  became  effective, 

(H)  in  the  case  of  a  divorced  husband,  he  marries  a  person 
other  than  such  individual, 

(I)  in  the  case  of  a  husband  who  has  not  attained  age  62,  no 
child  of  such  individual  is  entitled  to  a  child's  insurance  bene- 
fit, 

(J)  he  becomes  entitled  to  an  old-age  or  disability  insurance 
benefit  based  on  a  primary  insurance  amount  which  is  equal  to 
or  exceeds  one-half  of  the  primary  insurance  amount  of  such 
individual,  or 

(K)  such  individual  is  not  entitled  to  disability  insurance 
benefits  and  is  not  entitled  to  old-age  insurance  benefits. 

******* 

(5)(A)  Notwithstanding  the  preceding  provisions  of  this  subsec- 
tion, except  as  provided  in  subparagraph  (B),  the  divorced  husband 
of  an  individual  who  is  not  entitled  to  old-age  or  disability  insur- 
ance benefits,  bul  who  has  attained  age  62  and  is  a  fully  insured 
individual  (as  defined  in  section  214),  if  such  divorced  husband — 

(i)  meets  the  requirements  of  subparagraphs  (A)  though  (D) 
of  paragraph  (1),  and 

(ii)  has  been  divorced  from  such  insured  individual  for  not 
less  than  2  years, 

shall  be  entitled  to  a  husband's  insurance  benefit  under  this  sub- 
section for  each  month,  in  such  amount,  and  beginning  and  ending 
with  such  months,  as  determined  (under  regulations  of  the  Secre- 
tary) in  the  manner  otherwise  provided  for  husband's  insurance 
benefits  under  this  subsection,  as  if  such  insured  individual  had 
become  entitled  to  old-age  insurance  benefits  on  the  date  on  which 
the  divorced  husband  first  meets  the  criteria  for  entitlement  set 
forth  in  [classesj  clauses  (i)  and  (ii). 

******* 

Child's  Insurance  Benefits 

(d)  (1)  Every  child  (as  defined  in  section  216(e))  of  an  individual 
entitled  to  old-age  or  disability  insurance  benefits,  or  of  an  individ- 
ual how  dies  a  fully  or  currently  insured  individual,  if  such  child — 
(A)  *  *  * 

**,***** 

(C)  was  dependent  upon  such  individual — 

(i)  if  such  individual  is  living,  at  the  time  such  applica- 
tion was  filed, 

(ii)  if  such  individual  has  died,  at  the  time  of  such  death, 

or 

(iii)  if  such  individual  had  a  period  of  disability  which 
continued  until  he  became  entitled  to  old-age  or  disability 
insurance  benefits,  or  (if  he  has  died)  until  the  month  of 
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his  death,  at  the  beginning  of  such  period  of  disability  or 
at  the  time  he  became  entitled  to  such  benefits, 
shall  be  entitled  to  a  child's  insurance  benefit  for  each  month,  be- 
ginning with — 

(i)  in  the  case  of  a  child  (as  so  defined)  of  such  an  individual 
who  has  died,  the  first  month  in  which  such  child  meets  the 
criteria  specified  in  subparagraphs  (A),  (B)  and  (C),  or 

(ii)  in  the  case  of  a  child  (as  so  defined)  of  an  individual  enti- 
tled to  an  old-age  insurance  benefit  or  to  a  disability  insurance 
benefit,  the  first  month  throughout  which  such  child  is  a  child 
(as  so  defined)  and  meets  the  criteria  specified  in  [para- 
graphs] subparagraphs  (B)  and  (C)  (if  in  such  month  he  meets 
the  criterion  specified  in  [paragraph]  subparagraph  (A)), 

whichever  is  earlier,  and  ending  with  the  month  preceding  which- 
ever of  the  following  first  occurs — 

******* 

(G)  if  such  child  was  under  a  disaility  (as  so  defined)  at  the 
time  he  attained  the  age  of  [18,]  or  if  he  was  not  under  a 
disability  (as  so  defined)  at  such  time  but  was  under  a  disabil- 
ity (as  so  defined)  at  or  prior  to  the  time  he  attained  (or  would 
attain)  [the  age  of  22,  or,  subject  to  section  223(e),  the  termina- 
tion month  (and  for  purposes]  the  age  of  22 — 

(i)  the  termination  month,  subject  to  section  223(e)  and 
for  purposes  of  this  subparagraph,  the  termination  month 
for  any  individual  shall  be  the  third  month  following  the 
month  in  which  his  disability  ceases;  except  that,  in  the 
case  of  an  individual  who  has  a  period  of  trial  work  which 
ends  as  determined  by  application  of  section  222(c)(4)(A), 
the  termination  month  shall  be  the  earlier  of  (I)  the  third 
month  following  the  earliest  month  after  the  end  of  such 
period  of  trial  work  with  respect  to  which  such  individual 
is  determined  to  no  longer  be  suffering  from  a  disabling 
physical  or  mental  impairment,  or  (II)  the  third  month  fol- 
lowing the  earliest  month  in  which  such  individual  en- 
gages or  is  determined  able  to  engage  in  substantial  gain- 
ful activity,  but  in  no  event  earlier  than  the  first  month 
occurring  [after  the  15  months  following  such  period  of 
trial  work  in  which  he  engages  or  is  determined  able  to 
engage  in  substantial  gainful  activity,  or  (if  later)  the  earli- 
er of — 

(III)  the  first  month  during  no  part  of  which  he  is  a 
full-time  elementary  or  secondary  school  student,  or 

(IV)  the  month  in  which  he  attains  the  age  of  19, 
but  only  if  he  was  not  under  a  disability  (as  so  defined)  in 
such  earlier  month.]  after  the  15  months  following  such 
period  of  trial  work  in  which  he  engages  or  is  determined 
able  to  engage  in  substantial  gainful  activity), 

or  (if  later)  the  earlier  of— 

(ii)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  elementary  or  secondary  school  student,  or 

(Hi)  the  month  in  which  he  attains  the  age  of  19, 
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but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month. 

Entitlement  of  any  child  to  benefits  under  this  subsection  on  the 
basis  of  the  wages  and  self-employment  income  of  an  individual  en- 
titled to  disability  insurance  benefits  shall  also  end  with  the  month 
before  the  first  month  for  which  such  individual  is  not  entitled  to 
such  benefits  unless  such  individual  is,  for  such  later  month,  enti- 
tled to  old-age  insurance  benefits  or  unless  he  dies  in  such  month. 
No  payment  under  this  paragraph  may  be  made  to  a  child  who 
would  not  meet  the  definition  of  disability  in  section  223(d)  except 
for  paragraph  (1)(B)  thereof  for  any  month  in  which  he  engages  in 
substantial  gainful  activity. 

(2)  [Such]  Except  as  provided  in  section  202(kXSXA),  such  child's 
insurance  benefit  for  each  month  shall,  if  the  individual  on  the 
basis  of  whose  wages  and  self-employment  income  the  child  is  enti- 
tled to  such  benefit  has  not  died  prior  to  the  end  of  such  month,  be 
equal  to  one-half  of  the  primary  insurance  amount  of  such  individ- 
ual for  such  month.  [Such]  Except  as  so  provided,  such  child's  in- 
surance benefit  for  each  month  shall,  if  such  individual  has  died  in 
or  prior  to  such  month,  be  equal  to  three-fourths  of  the  primary 
insurance  amount  of  such  individual. 

*♦♦**♦* 

(7)  For  the  purposes  of  this  subsection— 

(A)  A  "full-time  elementary  or  secondary  school  student"  is 
an  individual  who  is  in  full-time  attendance  as  a  student  at  an 
elementary  or  secondary  school,  as  determined  by  the  Secre- 
tary (in  accordance  with  regulations  prescribed  by  him)  in  the 
light  of  the  standards  and  practices  of  the  schools  involved, 
except  that  no  individual  shall  be  considered  a  "full-time  ele- 
mentary or  secondary  school  student"  if  he  is  paid  by  his  em- 
ployer while  attending  an  elementary  or  secondary  school  at 
the  request,  or  pursuant  to  a  requirement,  of  his  employer.  An 
individual  shall  not  be  considered  a  "full-time  elementary  or 
secondary  student"  for  the  purpose  of  this  section  while  that 
individual  is  confined  in  a  jail,  prison,  or  other  penal  institu- 
tion or  correctional  facility,  pursuant  to  his  conviction  of  an  of- 
fense (committed  after  [the  date  of  the  enactment  of  this  para- 
graph] the  effective  date  of  this  sentence)  which  constituted  a 
felony  under  applicable  law.  An  individual  who  is  determined 
to  be  a  full-time  elementary  or  secondary  school  student  shall 
be  deemed  to  be  such  a  student  throughout  the  month  with  re- 
spect to  which  such  determination  is  made. 

******* 

Widow's  Insurance  Benefits 

(e)(1)  The  widow  (as  defined  in  section  216(c))  and  every  surviving 
divorced  wife  (as  defined  in  section  216(d))  of  an  individual  who 
died  a  fully  insured  individual,  if  such  widow  or  such  surviving  di- 
vorced wife — 

(A)  is  not  married, 

(BXi)  has  attained  age  60,  or  (ii)  has  attained  age  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  sec- 
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tion  223(d))  which  began  before  the  end  of  the  period  specified 
in  paragraph  (4), 

(C)  (i)  has  filed  application  for  widow's  insurance  benefits,  or 
was  entitled  to  wife's  insurance  benefits,  on  the  basis  of  the 
wages  and  self-employment  income  of  such  individual,  for  the 
month  preceding  the  month  in  which  he  died,  and  (I)  has  at- 
tained retirement  age  (as  defined  in  section  216(1))  or  (II)  is  not 
entitled  to  benefits  under  subsection  (a)  or  section  223,  or 

(ii)  was  entitled,  on  the  basis  of  such  wages  and  self-employ- 
ment income,  to  mother's  insurance  benefits  for  the  month 
preceding  the  month  in  which  she  attained  retirement  age  (as 
defined  in  section  216(1)),  and 

(D)  is  not  entitled  to  old-age  insurance  benefits  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  the  pri- 
mary insurance  amount  (as  determined  after  application  of 
subparagraphs  (B)  and  (C)  of  paragraph  (2))  of  such  deceased 
individual, 

shall  be  entitled  to  a  widow's  insurance  benefit  for  each  month,  be- 
ginning with — 

(E)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (i) 
thereof,  the  first  month  in  which  she  becomes  so  entitled  to 
such  insurance  benefits,  or 

(F)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof— 

(i)  the  first  month  after  her  waiting  period  (as  defined  in 
paragraph  (5))  in  which  she  becomes  so  entitled  to  such  in- 
surance benefits,  or 

(ii)  the  first  month  during  all  of  which  she  is  under  a 
disability  and  in  which  she  becomes  so  entitled  to  such  in- 
surance benefits,  but  only  if  she  was  previously  entitled  to 
insurance  benefits  under  this  subsection  on  the  basis  of 
being  under  a  disability  and  such  first  month  occurs  (I)  in 
the  period  specified  in  paragraph  (4)  and  (II)  after  the 
month  in  which  a  previous  entitlement  to  such  benefits  on 
such  basis  terminated, 

and  ending  with  the  month  preceding  the  first  month  in  which  any 
of  the  following  occurs:  she  remarries,  dies,  becomes  entitled  to  an 
old-age  insurance  benefit  equal  to  or  exceeding  the  primary  insur- 
ance amount  (as  determined  after  application  of  subparagraphs  (B) 
and  (C)  of  paragraph  (2))  of  such  deceased  individual,  or,  if  she 
became  entitled  to  such  benefits  before  she  attained  age  [60],  60 
subject  to  section  223(e),  the  termination  month  (unless  she  attains 
retirement  age  (as  defined  in  section  216(1))  on  or  before  the  last 
day  of  such  termination  month).  For  purposes  of  the  preceding  sen- 
tence, the  termination  month  for  any  individual  shall  be  the  third 
month  following  the  month  in  which  her  disability  ceases;  except 
that,  in  the  case  of  an  individual  who  has  a  period  of  trail  work 
which  ends  as  determined  by  application  of  section  222(c)(4)(A),  the 
termination  month  shall  be  the  earlier  of  (I)  the  third  month  fol- 
lowing the  earliest  month  after  the  end  of  such  period  of  trial  work 
with  respect  to  which  such  individual  is  determined  to  no  longer  be 
suffering  from  a  disabling,  physical  or  mental  impairment,  or  (II) 
the  third  month  following  the  earliest  month  in  which  such  indi- 
vidual engages  or  is  determined  able  to  engage  in  substantial  gain- 
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ful  activity,  but  in  no  event  earlier  than  the  first  month  occuring 
after  the  15  months  following  such  period  of  trial  work  in  which 
[he]  she  engages  or  is  determined  able  to  engage  in  substantial 
gainful  activity. 

(2)(A)  Except  as  provided  in  subsection  (q)  [paragraph  (8)  of  this 
subsection,  and]  subparagraph  (D)  of  this  paragraph,  such  widow's 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary  in- 
surance amount  (as  determined  for  purposes  of  this  subsection  after 
application  of  subparagraphs  (B)  and  (C))  of  such  deceased  individu- 
al. 

«  *  «  )|c  *  «  « 

(C)  If  such  deceased  [individual.]  individual  was  (or  upon  appli- 
cation would  have  been)  entitled  to  an  old-age  insurance  benefit 
which  was  increased  (or  subject  to  being  increased)  on  account  of 
delayed  retirement  under  the  provisions  of  subsection  (w),  then,  for 
purposes  of  this  subsection,  such  individual's  primary  insurance 
amount,  if  less  than  the  old-age  insurance  benefit  (increased,  where 
applicable,  under  section  215(f)(5),  215(f)(6),  or  215(f)(9)(B)  and  under 
section  215(i)  as  if  such  individual  were  still  alive  in  the  case  of  an 
individual  who  has  died)  which  he  was  receiving  (or  would  upon  ap- 
plication have  received)  for  the  month  prior  to  the  month  in  which 
he  died,  shall  be  deemed  to  be  equal  to  such  old-age  insurance 
benefit,  and  (notwithstanding  the  provisions  of  paragraph  (3)  of 
such  subsection  (w)>)  the  number  of  increment  months  shall  include 
any  month  in  the  months  of  the  calendar  year  in  which  he  died, 
prior  to  the  month  in  which  he  died,  which  satisfy  the  conditions  in 
paragraph  (2)  of  such  subsection  (w). 

***♦♦*♦ 

(7)  (A)  The  amount  of  a  widow's  insurance  benefit  for  each  month 
as  determined  (after  application  of  the  provisions  of  subsections  (q) 
and  (k),  paragraph  [(2)(B),3  (2)(D),  and  paragraph  (3))  shall  be  re- 
duced (but  not  below  zero)  by  an  amount  equal  to  two-thirds  of  the 
amount  of  any  monthly  periodic  benefit  payable  to  such  widow  (or 
surviving  divorced  wife)  for  such  month  which  is  based  upon  her 
earnings  while  in  the  service  of  the  Federal  Government  or  any 
State  (or  any  political  subdivision  thereof,  as  defined  in  section 
218(b)(2))  if,  on  the  last  day  she  was  employed  by  such  entity,  such 
service  did  not  constitute  "employment '  as  defined  in  section  210 
for  purposes  of  this  title.  The  amount  of  the  reduction  in  any  bene- 
fit under  this  subparagraph,  if  not  a  multiple  of  $0.10,  shall  be 
rounded  to  the  next  higher  multiple  of  $0.10. 

Widower's  Insurance  Benefits 

(f)(1)  The  widower  (as  defined  in  section  216(g))  and  every  surviv- 
ing divorced  husband  (as  defined  in  section  216(d))  of  an  individual 
who  died  a  fully  insured  individual,  if  such  widower  or  such  surviv- 
ing divorced  husband — 

(A)  is  not  remarried, 

(B)  (i)  has  attained  age  60,  or  (ii)  has  attained  age  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  sec- 
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tion  223(d))  which  began  before  the  end  of  the  period  specified 
in  paragraph  (5), 

(C)(i)  has  filed  application  for  widower's  insurance  benefits  or 
was  entitled  to  husband's  insurance  benefits,  on  the  basis  of 
the  wages  and  self-employment  income  of  such  individual,  for 
the  month  preceding  the  month  in  which  she  died,  and  (I)  was 
attained  retirement  age  (as  defined  in  section  216(1))  or  (II)  is 
not  entitled  to  benefits  under  subsection  (a)  or  section  223,  or 

(ii)  was  entitled,  on  the  basis  of  such  wages  and  self-employ- 
ment income,  to  father's  insurance  benefits  for  the  month  pre- 
ceding the  month  in  which  he  attained  [age  65]  retirement 
age  (as  defined  in  section  216(1)),  and 

(F)  if  he  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof— 

(i)  the  first  month  after  his  waiting  period  (as  defined  in 
paragraph  (6))  in  which  he  becomes  so  entitled  to  such  in- 
surance benefits,  or 

(ii)  the  first  month  during  all  of  which  he  is  under  a  dis- 
ability and  in  which  he  becomes  so  entitled  to  such  insur- 
ance benefits,  but  only  if  he  was  previously  entitled  to  in- 
surance benefits  under  this  subsection  on  the  basis  of 
being  under  a  disability  and  such  first  month  occurs  (I)  in 
the  period  specified  in  paragraph  (5)  and  (II)  after  the 
month  in  which  a  previous  entitlement  to  such  benefits  on 
such  basis  terminated, 

and  ending  with  the  month  preceding  the  first  month  in  which  any 
of  the  following  occurs:  he  remarries,  dies,  or  becomes  entitled  to 
an  old-age  insurance  benefit  equal  to  or  exceeding  the  primary  in- 
surance amount  (as  determined  after  application  of  subparagraphs 
(B)  and  (C)  of  paragraph  (3))  of  such  deceased  individual,  or,  if  he 
became  entitled  to  such  benefits  before  he  attained  age  60,  subject 
to  section  223(e),  the  termination  month  (unless  he  attains  retire- 
ment age  (as  defined  in  section  216(1))  on  or  before  the  last  day  of 
such  termination  month).  For  purposes  of  the  preceding  sentence, 
the  termination  month  for  any  individual  shall  be  the  third  month 
following  the  month  in  which  his  disability  ceases;  except  that,  in 
the  case  of  an  individual  who  has  a  period  of  trial  work  which  ends 
as  determined  by  application  of  section  222(c)(4)(A),  the  termination 
month  shall  be  the  earlier  of  (I)  the  third  month  following  the  ear- 
liest month  after  the  end  of  such  period  of  trial  work  with  respect 
to  which  such  individual  is  determined  to  no  longer  be  suffering 
from  a  disabling  physical  or  mental  impairment,  or  (II)  the  third 
month  following  the  earliest  month  in  which  such  individual  en- 
gages or  is  determined  able  to  engage  in  substantial  gainful  activi- 
ty, but  in  no  event  earlier  than  the  first  month  occurring  after  the 
15  months  following  such  period  of  trial  work  in  which  he  engages 
or  is  determined  able  to  engage  in  substantial  gainful  activity. 

(2)(A)  The  amount  of  a  widower's  insurance  benefit  for  each 
month  (as  determined  after  application  of  the  provisions  of  subsec- 
tions (k)  and  (q),  paragraph  [(3)(B)1,  (3)(D),  and  paragraph  (4)) 
shall  be  reduced  (but  not  below  zero)  by  an  amount  equal  to  two- 
thirds  of  the  amount  of  any  monthly  periodic  benefit  payable  to 
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such  widower  for  such  month  which  is  based  upon  his  earnings 
while  in  the  service  of  the  Federal  Government  or  any  State  (or 
any  political  subdivision  thereof,  as  defined  in  section  218(b)(2))  if, 
on  the  last  day  he  was  employed  by  such  entity,  such  service  did 
not  constitute  ''employment"  as  defined  in  section  210  for  purposes 
of  this  title.  The  amount  of  the  reduction  in  any  benefit  under  this 
subparagraph,  if  not  a  multiple  of  $0.10,  shall  be  rounded  to  the 
next  higher  multiple  of  $0.10. 
*3)(A)  *  *  * 

******* 

(C)  If  such  deceased  [individual.]  individual  was  (or  upon 
application  would  have  been)  entitled  to  an  old-age  insurance 
benefit  which  was  increased  (or  subject  to  being  increased)  on 
account  of  delayed  retirement  under  the  provisions  of  subsec- 
tion (w),  then,  for  purposes  of  this  subsection,  such  individual's 
primary  insurance  amount,  if  less  than  the  old-age  insurance 
benefit  (increased,  where  applicable,  under  section  215(f)(5), 
215(f)(6),  or  215(f)(9)(B)  and  under  section  215(i)  as  if  such  indi- 
vidual were  still  alive  in  the  case  of  an  individual  who  has 
died)  which  she  was  receiving  (or  would  upon  application  have 
received)  for  the  month  prior  to  the  month  in  which  she  died, 
shall  be  deemed  to  be  equal  to  such  old-age  insurance  benefit, 
and  (notwithstanding  the  provisions  of  paragraph  (3)  of  such 
subsection  (w))  the  number  of  increment  months  shall  include 
any  month  in  the  months  of  the  calendar  year  in  which  she 
died,  prior  to  the  month  in  which  she  died,  which  satisfy  the 
conditions  in  paragraph  (2)  of  such  subsection  (w). 

(D)  If  the  deceased  individual  (on  the  basis  of  whose  wages 
and  self-employment  income  a  widower  or  surviving  divorced 
husband  is  entitled  to  widower's  insurance  benefits  under  this 
subsection)  was,  at  any  time,  entitled  to  an  old-age  insurance 
benefit  which  was  reduced  by  reason  of  the  application  of  sub- 
section (q),  the  widower's  insurance  benefit  of  such  widower  or 
surviving  divorced  husband  for  any  month  shall,  if  the  amount 
of  the  widower's  insurance  benefit  of  such  widower  or  surviv- 
ing divorced  husband  (as  determined  under  subparagraph  (A) 
and  after  application  of  subsection  (q))  is  greater  than — 

(i)  the  amount  of  the  old-age  insurance  benefit  to  which 
such  deceased  individual  would  have  been  entitled  (after 
application  of  subsection  (q))  for  such  month  if  such  indi- 
vidual were  still  living  and  section  215(f)(5),  215(f)(6),  or 
215(f)(9)(B)  were  applied,  where  applicable,  [;3  and 

******* 


Reduction  of  Benefit  Amounts  for  Certain  Beneficiaries 

(q)  (1)  *  *  * 

******* 

(7)  For  purposes  of  this  subsection,  the  ''adjusted  reduction 
period"  for  an  individual's  old-age,  wife's,  husband's,  widow's  or 
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widower's  insurance  benefit  is  the  reduction  period  prescribed  in 
paragraph  (6)  for  such  benefit,  excluding— 
(A)  *  *  * 

*****  * 

(E)  in  the  case  of  widow's  or  widower's  insurance  benefits, 
any  month  before  the  month  in  which  she  or  he  attained  age 
62,  and  also  for  any  later  month  before  the  month  in  which  she 
or  he  attailed  retirement  age,  for  which  she  or  he  was  not  enti- 
tled to  such  benefit  because  of  the  occurrence  of  an  event  that 
terminated  her  or  his  entitilement  to  such  benefits,  and 

***♦♦*♦ 

(9)  The  amount  of  the  reduction  for  early  retirement  specified  in 
paragraph  (1) — 

(A)  for  old-age  insurance  benefits,  wife's  insurance  benefits, 
and  husband's  insurance  benefits,  shall  be  the  amount  speci- 
fied in  such  paragraph  for  the  first  36  months  of  the  reduction 
period  (as  defined  in  paragraph  (6))  or  adjusted  reduction 
period  (as  defined  in  paragraph  (7)),  and  five-twelfths  of  1  per- 
cent for  any  additional  months  included  in  such  periods;  and 

(B)  for  widow's  insurance  benefits  and  widower's  insurance 
benefits,  shall  be  periodically  revised  by  the  Secretary  such 
that— 

(i)  the  amount  of  the  reduction  at  early  retirement  age 
as  defined  in  section  [216(a)l  (^IW)  shall  be  28.5  percent 
of  the  full  benefit;  and 

(ii)  the  amount  of  the  reduction  for  each  month  in  the 
reduction  period  (specified  in  paragraph  (6))  or  the  adjust- 
ed reduction  period  (specified  in  paragraph  (7))  shall  be  es- 
tablished by  linear  interpolation  between  28.5  percent  at 
the  month  of  attainment  of  early  retirement  age  and  0 
percent  at  the  month  of  attainment  of  retirement  age.'* 

*  *  *  *  *  * 

Suspension  of  Benefits  of  Aliens  Who  Are  Outside  the  United 
States;  Residency  Requirements  for  Dependents  and  Survivors 

(t)  (1)  *  *  * 

******* 

(4)  Subject  to  paragraph  (11),  paragraph  (1)  shall  not  apply  to  any 
benefit  for  any  month  if— 
(A)  *  *  * 

******* 

(E)  the  individual  on  whose  employment  such  benefit  is  based 
had  been  in  service  covered  by  the  Railroad  Retirement  Act  of 
1937  or  1974  which  was  treated  as  employment  covered  by  this 
Act  pursuant  to  the  provisions  of  section  5(k)(l)  of  the  Railroad 
Retirement  Act  of  1927  or  section  18(2)  of  the  Railroad  Retire- 
ment Act  of  1974\ 
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Conviction  of  Subversive  Activities,  Etc. 

(u)(l)  If  any  individual  is  convicted  of  any  offense  (committed 
after  the  date  of  the  enactment  of  this  subection)  under — 

(A)  chapter  37  (relating  to  espionage  and  censorship),  chapter 
105  (relating  to  sabotage),  or  chapter  115  (relating  to  treason, 
sedition,  and  subversive  activities)  of  title  18  of  the  United 
States  Code,  or 

(B)  section  4[,  112,  or  113]  of  the  Internal  Security  Act  of 
1950,  as  amended^, 

then  the  court  may,  in  addition  to  all  other  penalties  provided  by 
law,  impose  a  penalty  that  in  determining  whether  any  monthly 
insurance  benefit  under  this  section  or  section  223  is  payable  to 
such  individual  for  the  month  in  which  he  is  convicted  or  for  any 
month  thereafter,  in  determining  the  amount  of  any  such  benefit 
payable  to  such  individual  for  any  such  month,  and  in  determining 
whether  such  individual  is  entitled  to  insurance  benefits  under 
part  A  of  title  XVIII  for  any  such  month,  there  shall  not  be  taken 
into  account — 

(C)  any  wages  paid  to  such  individual  or  to  any  other  individ- 
ual in  the  calendar  year  in  which  such  conviction  occurs  or  in 
any  prior  calendar  year,  and 

(D)  any  net  earnings  from  self-employment  derived  by  such 
individual  or  by  any  other  individual  during  a  taxable  year  in 
which  such  conviction  occurs  or  during  any  prior  taxable  year. 

******* 

Limitation  on  Payments  to  Prisoners 

(x)(l)  Notwithstanding  any  other  provision  of  this  title,  no 
monthly  benefits  shall  be  paid  under  this  section  or  under  section 
223  to  any  individual  for  any  month  during  which  such  individual 
is  confined  in  a  jail,  prison,  or  other  penal  institution  or  correction- 
al facility,  pursuant  to  his  conviction  of  an  offense  which  constitut- 
ed a  felony  under  applicable  law,  unless  such  individual  is  actively 
and  satisfactorily  participating  in  a  rehabilitation  program  which 
has  been  specifically  approved  for  such  individual  by  a  court  of  law 
and,  as  determined  by  the  Secretary,  is  expected  to  result  in  such 
individual  being  able  to  engage  in  substantial  gainful  activity  upon 
release  and  within  a  reasonble  time. 

******* 

Reduction  of  insurance  benefits 

MAXIMUM  BENEFITS 

Sec.  203.  (a)(1)  *  *  * 

******* 

(8)  Subject  to  paragraph  (7),  this  subsection  as  in  effect  in  Decem- 
ber 1978  shall  remain  in  effect  with  respect  to  a  primary  insurance 
amount  computed  under  section  215(a)  or  (d),  as  in  effect  (without 
regard  to  the  table  contained  therein)  in  December  1978  except 
that  a  primary  insurance  amount  so  computed  with  respect  to  an 
individual  who  first  becomes  eligible  for  an  old-age  or  disability  in- 


1101 


surance  benefit,  or  dies  (before  becoming  eligible  for  such  a  bene- 
fit), after  December  1978,  shall  instead  be  governed  by  this  section 
as  in  effect  after  December  1978.  For  purposes  of  the  preceding  sen- 
tence, the  phrase  ''rounded  to  the  next  higher  multiple  of  $0.10'', 
as  it  appeared  in  subsection  (a)(2)(C)  of  this  section  as  in  effect  in 
December  1978,  shall  be  deemed  to  read  "rounded  to  the  next 
lower  multiple  of  [$0.10"]  $0J0'\ 

******* 

Deductions  From  Dependents'  Benefits  on  Account  of  Noncovered 
Work  Outside  the  United  States  by  Old-Age  Insurance  Beneficiary 

(d)  (1)(A)  Deductions  shall  be  made  from  any  wife's,  husband's  or 
child's  insurance  benefit,  based  on  the  wages  and  self-employment 
income  of  an  individual  entitled  to  old-age  insurance  benefits,  to 
which  a  wife,  divorced  wife,  husband,  divorced  husband,  or  child  is 
entitled,  until  the  total  of  such  deductions  equals  such  wife's,  hus- 
band's or  child's  insurance  benefit  or  benefits  under  section  202  for 
any  month  in  which  such  individual  is  under  the  age  of  seventy 
and  [on  seven  or  more  different  calendar  days  which  he  engaged] 
for  more  than  forty-five  hours  of  which  such  individual  engaged  in 
noncovered  remunerative  activity  outside  the  United  States. 
******* 

(2)  Deductions  shall  be  made  from  any  child's  insurance  benefit 
to  which  a  child  who  has  attained  the  age  of  eighteen  is  entitled,  or 
from  any  mother's  or  father's  insurance  benefit  to  which  a  person 
is  entitled,  until  the  total  of  such  deductions  equals  such  child's  in- 
surance benefit  or  benefits  or  mother's  or  father's  insurance  bene- 
fit or  benefits  under  section  202  for  any  month  in  which  such  child 
or  person  entitled  to  mother's  or  father's  insurance  benefits  is  mar- 
ried to  an  individual  under  the  age  of  seventy  who  is  entitled  to  old- 
age  insurance  benefits  and  [on  seven  or  more  different  calendar 
days]  for  more  than  forty- five  hours  of  which  such  individual  en- 
gaged in  noncovered  remunerative  activity  outside  the  United 
States. 

******* 

Months  to  Which  Earnings  Are  Charged 

(f)  For  purposes  of  subsection  (b)— 
*  *  * 

******* 

(5)(A)  An  individual's  earnings  for  a  taxable  year  shall  be  (i) 
the  sum  of  his  wages  for  services  rendered  in  such  year  and  his 
net  earnings  from  self-employment  for  such  year,  minus  (ii) 
any  net  loss  from  self-employment  for  such  year. 
(B)  For  purposes  of  this  section — 

(i)  an  individual  net  earnings  from  self-employment  for 
any  taxable  year  shall  be  determined  as  provided  in  sec- 
tion 211,  except  that  paragraphs  (1),  (4),  and  (5)  of  section 
211(c)  shall  not  apply  and  the  gross  income  shall  be  com- 
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puted  by  excluding  the  amounts  provided  by  subparagraph 
(D),  and 

(ii)  an  individual's  net  loss  from  self-employment  for  any 
taxable  year  is  the  excess  of  the  deductions  (plus  his  dis- 
tributive share  of  loss  described  in  section  [702(a)(9)] 
702(a)(8)  of  the  Internal  Revenue  Code  of  1954)  taken  into 
account  under  clause  (i)  over  the  gross  income  (plus  his 
distributive  share  of  income  so  described)  taken  into  ac- 
count under  clause  (i). 

******* 

(8)(A)  Whenever  the  Secretary  pursuant  to  section  215(i) 
increases  benefits  effective  with  the  month  of  December 
following  a  cost-of-living  computation  quarter  he  shall  also 
determine  and  publish  in  the  Federal  Register  on  or  before 
November  1  of  the  calendar  year  in  which  such  quarter 
occurs  the  new  exempt  amounts  (separately  stated  for  indi- 
viduals described  in  subparagraph  (D)  and  for  other  indi- 
viduals) which  are  to  be  applicable  (unless  prevented  from 
becoming  effective  by  subparagraph  (C))  with  respect  to 
taxable  years  ending  in  (or  with  the  close  of)  the  calendar 
year  after  the  calendar  year  in  which  such  benefit  increase 
is  effective  (or,  in  the  case  of  an  individual  who  dies  during 
the  calendar  year  after  the  calendar  year  in  which  the 
benefit  increase  is  effective,  with  respect  to  such  individ- 
ual's taxable  year  which  ends,  upon  his  death,  during  such 
year). 

[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBPARAGRAPHS 
ARE  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE 
PRECEDING  SUBPARAGRAPH.] 

(B)  Except  as  otherwise  provided  in  subparagraph  (D),  the 
exempt  amount  which  is  applicable  to  individuals  described  in 
such  subparagraph  and  the  exempt  amount  which  is  applicable 
to  other  individuals,  for  each  month  of  a  particular  taxable 
year,  shall  each  be  whichever  of  the  following  is  the  larger — 

(i)  the  corresponding  exempt  amount  which  is  in  effect 
with  respect  to  months  in  the  taxable  year  in  which  the 
determination  under  subparagraph  (A)  is  made,  or 

(ii)  the  product  of  the  exempt  amount  described  in  clause 
(i)  and  the  ratio  of  (I)  the  average  of  the  total  wages  (as 
defined  in  regulations  of  the  Secretary  and  computed  with- 
out regard  to  the  limitations  specified  in  section  209(a))  re- 
ported to  the  Secretary  of  the  Treasury  or  his  delegate  for 
the  calendar  year  before  the  calendar  year  in  which  the 
determination  under  subparagraph  (A)  is  made  to  (II)  the 
average  of  the  total  wages  (as  so  defined  and  computed)  re- 
ported to  the  Secretary  of  the  Treasury  or  his  delegate  for 
the  calendar  year  before  the  most  recent  calendar  year  in 
which  an  increase  in  the  exempt  amount  was  enacted  or  a 
determination  resulting  in  such  an  increase  was  made 
under  subparagraph  (A),  with  such  product,  if  not  a  multi- 
ple of  $10,  being  rounded  to  the  next  higher  multiple  of 
$10  where  such  product  is  a  multiple  of  $5  but  not  of  $10 
and  to  the  nearest  multiple  of  $10  in  any  other  case. 
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Whenever  the  Secretary  determines  that  an,  exempt  amount  is 
to  be  increased  in  any  year  under  this  paragraph,  he  shall 
notify  the  House  Committee  on  Ways  and  Means  and  the 
Senate  Committee  on  Finance  within  30  days  after  the  close  of 
the  base  quarter  (as  defined  in  section  215(i)(l)(A))  in  such  year 
of  the  estimated  amount  of  such  increase,  indicating  the  new 
exempt  amount,  the  actuarial  estimates  of  the  effect  of  the  in- 
crease, and  the  actuarial  assumptions  and  methodology  used  in 
preparing  such  estimates. 

(C)  Notwithstanding  the  determination  of  a  new  exempt 
amount  by  the  Secretary  under  subparagraph  (A)  (and  notwith- 
standing any  publication  thereof  under  such  subparagraph  or 
any  notification  thereof  under  the  last  sentence  of 
subparagraph(B)),  such  new  exempt  amount  shall  not  take 
effect  pursuant  thereto  if  during  the  calendar  year  in  which 
such  determination  is  made  a  law  increasing  the  exempt 
amount  is  enacted. 

******* 

EVIDENCE,  PROCEDURE,  AND  CERTIFICATION  FOR  PAYMENT 

Sec.  205.  (a)  *  *  * 

(b)(1)  The  Secretary  is  directed  to  make  findings  of  fact,  and  deci- 
sions as  to  the  rights  of  any  individual  applying  for  a  payment 
under  this  title.  Any  such  decision  by  the  Secretary  which  involves 
a  determination  of  disability  and  which  is  in  whole  or  in  part  unfa- 
vorable to  such  individual  shall  contain  a  statement  of  the  case,  in 
understandable  language,  setting  forth  a  discussion  of  the  evidence, 
and  stating  the  Secretary's  determination  and  the  reason  or  rea- 
sons upon  which  it  is  based.  Upon  request  by  any  such  individual 
or  upon  request  by  a  wife,  divorced  wife,  widow,  surviving  divorced 
wife,  surviving  divorced  mother,  surviving  divorced  father,  hus- 
band, divorced  husband,  widower,  surviving  divorced  husband, 
child,  or  parent  who  makes  a  showing  in  writing  that  his  or  her 
rights  may  be  prejudiced  by  any  decision  the  Secretary  has  ren- 
dered, he  shall  give  such  applicant  and  such  other  individual  rea- 
sonable notice  and  opportunity  for  a  hearing  with  respect  to  such 
decision,  and,  if  a  hearing  is  held,  shall,  on  the  basis  of  evidence 
adduced  at  the  hearing,  affirm,  modify,  or  reverse  his  findings  of 
fact  and  such  decision.  Any  such  request  with  respect  to  such  a  de- 
cision must  be  filed  within  sixty  days  after  notice  of  such  decision 
is  received  by  the  individual  making  such  request.  Reviews  of  dis- 
ability determinations  on  which  decisions  relating  to  continued  en- 
titlement to  benefits  are  based  shall  be  governed  by  the  provisions  of 
section  221(d)(2).  The  Secretary  is  further  authorized,  on  his  own 
motion,  to  hold  such  hearings  and  to  conduct  such  investigations 
and  other  proceedings  as  he  may  deem  necessary  or  proper  for  the 
administration  of  this  title.  In  the  course  of  any  hearing,  investiga- 
tion, or  other  proceeding,  he  may  administer  oaths  and  affirma- 
tions, examine  witnesses,  and  receive  evidence.  Evidence  may  be 
received  at  any  hearing  before  the  Secretary  even  though  inadmis- 
sible under  rules  of  evidence  applicable  to  court  procedure. 

[(2)  In  any  case  where — 
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[(A)  an  individual  is  a  recipient  of  disability  insurance  bene- 
fits, or  of  child's,  widow's,  or  widower's  insurance  benefits 
based  on  disability, 

[(B)  the  physical  or  mental  impairment  on  the  basis  of 
which  such  benefits  are  payable  is  found  to  have  ceased,  not  to 
have  existed,  or  to  no  longer  be  disabling,  and 

[(C)  as  a  consequence  of  the  finding  described  in  subpara- 
graph (B),  such  individual  is  determined  by  the  Secretary  not 
to  be  entitled  to  such  benefits, 
any  reconsideration  of  the  finding  described  in  subparagraph  (B),  in 
connection  with  a  reconsideration  by  the  Secretary  (before  any 
hearing  under  paragraph  (1)  on  the  issue  of  such  entitlement)  of 
his  determination  described  in  subparagraph  (C),  shall  be  made 
only  after  opportunity  for  an  evidentiary  hearing,  with  regard  to 
the  finding  described  in  subparagraph  (B),  which  is  reasonably  ac- 
cessible to  such  individual.  Any  reconsideration  of  a  finding  de- 
scribed in  subparagraph  (B)  may  be  made  either  by  the  State 
agency  or  the  Secretary  where  the  finding  was  originally  made  by 
the  State  agency,  and  shall  be  made  by  the  Secretary  where  the 
finding  was  originally  made  by  the  Secretary.  In  the  case  of  a  re- 
consideration by  a  State  agency  of  a  finding  described  in  subpara- 
graph (B)  which  was  originally  made  by  such  State  agency,  the  evi- 
dentiary hearing  shall  be  held  by  an  adjudicatory  unit  of  the  State 
agency  other  than  the  unit  that  made  the  finding  described  in  sub- 
paragraph (B).  In  the  case  of  a  reconsideration  by  the  Secretary  of 
a  finding  described  in  subparagraph  (B)  which  was  originally  made 
by  the  Secretary,  the  evidentiary  hearing  shall  be  held  by  a  person 
other  than  the  person  or  persons  who  made  the  finding  described 
in  subparagraph  (B).] 

(2)  Notwithstanding  subsection  (a)(2)  of  section  553  of  title  5, 
United  States  Code,  the  rulemaking  requirements  of  subsections  (b) 
through  (e)  of  such  section  shall  apply  to  matters  relating  to  benefits 
under  this  title.  With  respect  to  matters  to  which  rulemaking  re- 
quirements under  the  proceding  sentence  apply,  only  those  rules  pre- 
scribed pursuant  to  subsections  (b)  through  (e)  of  such  section  553 
and  related  provisions  governing  notice  and  comment  rulemaking 
under  subchapter  II  of  chapter  5  of  such  title  5  (relating  to  adminis- 
trative procedure)  shall  be  binding  at  any  level  of  review  by  a  State 
agency  or  the  Secretary,  including  any  hearing  before  an  adminis- 
trative law  judge. 
(c)(1)  *  *  * 

******* 

(5)  After  the  expiration  of  the  time  limitation  following  any  year 
in  which  wages  were  paid  or  alleged  to  have  been  paid  to,  or  self- 
employment  income  was  derived  or  alleged  to  have  been  derived 
by,  an  individual,  the  Secretary  may  change  or  delete  any  entry 
with  respect  to  wages  or  self-employment  income  in  his  records  of 
such  year  for  such  individual  or  include  in  his  records  of  such  year 
for  such  individual  any  omitted  item  of  wages  or  self-employment 
income  but  only — 
(A)  *  *  * 
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(D)  to  transfer  items  to  records  of  -the  Railroad  Retirement 
Board  if  such  items  were  credited  under  this  title  when  they 
should  have  been  credited  under  the  Railroad  Retirement  Act 
of  1937  or  1974  or  to  enter  items  transferred  by  the  Railroad 
Retirement  Board  which  have  been  credited  under  the  Rail- 
road Retirement  Act  of  1937  or  197 J^,  when  they  should  have 
been  credited  under  this  title; 

«  «  «  *  *  *  « 

(I)  to  enter  items  which  constitute  remuneration  for  employ- 
ment under  subsection  (o),  such  entries  to  be  in  accordance 
with  certified  reports  of  records  made  by  the  Railroad  Retire- 
ment Board  pursuant  to  section  5(k)(3)  of  the  Railroad  Retire- 
ment Act  of  1937  or  section  7(h)(7)  of  the  Railroad  Retirement 
Actofl974\  or 

(J)  to  include  self-employment  income  for  any  taxable  year, 
up  to,  but  not  in  excess  of,  the  amount  of  wages  deleted  by  the 
Secretary  as  payments  erroneously  included  in  such  records  as 
wages  paid  to  such  individual,  if  such  income  (or  net  earnings 
from  self-employment),  not  already  included  in  such  records  as 
self-employment  income,  is  included  in  a  return  or  statement 
(referred  to  in  subparagraph  (F))  filed  before  the  expiration 
of  the  time  limitation  following  the  taxable  year  in  which  such 
deletion  of  wages  is  made. 

******* 

(e)  In  case  of  contumacy  by,  or  refusal  to  obey  a  subpena  duly 
served  upon,  any  person,  any  district  court  of  the  United  States  for 
the  judicial  district  in  which  said  person  charged  with  contumacy 
or  refusal  to  obey  is  found  or  resides  or  transacts  business,  upon 
application  by  the  Secretary,  shall  have  jurisdiction  to  issue  [on] 
an  order  requiring  such  person  to  appear  and  give  testimony,  or  to 
appear  and  produce  evidence,  or  both;  any  failure  to  obey  such 
order  of  the  court  may  be  punished  by  said  court  as  contempt 
thereof. 

******* 

(h)  The  findings  and  decision  of  the  Secretary  after  a  hearing 
shall  be  binding  upon  all  individuals  who  were  parties  to  such 
hearing.  No  findings  of  fact  or  decision  of  the  Secretary  shall  be 
reviewed  by  any  person,  tribunal,  or  governmental  agency  except 
as  herein  provided.  No  action  against  the  United  States,  the  Secre- 
tary, or  any  officer  or  employee  thereof  shall  be  brought  under 
[section  24  of  the  Judicial  Code  of  the  United  States]  section  1331 
or  1346  of  title  28,  United  States  Code,  to  recover  on  any  claim  aris- 
ing under  this  title. 

(i)  Upon  final  decision  of  the  Secretary,  or  upon  final  judgment  of 
any  court  of  competent  jurisdiction,  that  any  person  is  entitled  to 
any  payment  or  payments  under  this  title,  the  Secretary  shall  cer- 
tify to  the  Managing  Trustee  the  name  and  address  of  the  person 
so  entitled  to  receive  such  payment  or  payments,  the  amount  of 
such  payment  or  payments,  and  the  time  at  which  such  payment 
or  payments  should  be  made,  and  the  Managing  Trustee,  through 
[the  Division  of  Disbursement  of  the  Treasury  Department,]  the 
Fiscal  Service  of  the  Department  of  the  Treasury,  and  prior  to  any 
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action  thereon  by  the  General  Accounting  Office,  shall  make  pay- 
ment in  accordance  with  the  certification  of  the  Secretary  (except 
that  in  the  case  of  (A)  an  individual  who  will  have  completed  ten 
years  of  service  creditable  under  the  Railroad  Retirement  Act  of 
1937  or  the  Railroad  Retirement  Act  of  1974,  (B)  the  wife  or  hus- 
band of  such  an  idividual,  (C)  any  survivor  of  such  an  individual  if 
such  a  survivor  is  entitled,  or  could  upon  application  become  enti- 
tled, to  an  annuity  under  section  2  of  the  Railroad  Retirement  Act 
of  1974,  and  (D)  any  other  person  entitled  to  benefits  under  section 
202  of  this  Act  on  the  basis  of  the  wages  and  self-employment 
income  of  such  an  individual  (except  a  survivor  of  such  an  individu- 
al where  such  individual  did  not  have  a  current  connection  with 
the  railroad  industry,  as  defined  in  the  Railroad  Retirement  Act  of 
1974,  at  the  time  of  his  death),  such  certification  shall  be  made  to 
the  Railroad  Retirement  Board  which  shall  provide  for  such  pay- 
ment or  payments  to  such  person  on  behalf  of  the  Managing  Trust- 
ee in  accordance  with  the  provisions  of  the  Railroad  Retirement 
Act  of  1974):  Provided,  That  where  a  review  of  the  Secretary's  deci- 
sion is  or  may  be  sought  under  subsection  (g)  the  Secretary  may 
withhold  certication  of  payment  pending  such  review.  The  Manag- 
ing Trustee  shall  not  be  held  personally  liable  for  any  payment  or 
payments  made  in  accordance  with  a  certication  by  the  Secretary. 

******* 

(1)  The  Secretary  is  authorized  to  delegate  to  any  member,  offi- 
cer, or  [employee  of  the  Department  of  Health,  Education,  and 
Welfare  designated]  employee  of  the  Department  of  Health  and 
Human  Services  designated  by  him  any  of  the  powers  conferred 
upon  him  by  this  section,  and  is  authorized  to  be  represented  by 
his  own  attorneys  in  any  court  in  any  case  or  proceeding  arising 
under  the  provisions  of  subsection  (e). 

******* 

Special  Rules  in  Case  of  Federal  Service 

(p)(l)  With  respect  to  service  included  as  employment  under  sec- 
tion 210  which  is  performed  in  the  employ  of  the  United  States  or 
in  the  employ  of  any  instrumentality  which  is  wholly  owned  by  the 
United  States,  including  service,  performed  as  a  member  of  a  uni- 
formed service,  to  which  the  provisions  of  subsection  (1)(1)  of  such 
section  are  applicable,  and  including  service,  performed  as  a  volun- 
teer or  volunteer  leader  within  the  meaning  of  the  Peace  Corps 
Act,  to  which  the  provisions  of  section  210(o)  are  applicable,  the 
Secretary  shall  not  make  determinations  as  to  whether  an  individ- 
ual has  performed  such  service,  the  periods  of  such  service,  the 
amounts  of  remuneration  for  such  service  which  constitute  wages 
under  the  provisions  of  section  209,  or  the  periods  in  which  or  for 
which  such  wages  were  paid,  but  shall  accept  the  determinations 
with  respect  thereto  of  the  head  of  the  appropriate  Federal  agency 
or  instrumentality,  and  of  such  agents  as  such  head  may  designate, 
as  evidenced  by  returns  filed  in  accordance  with  the  provisions  of 
section  [1420(e)  of  the  Internal  Revenue  Code]  SI 22  of  the  Inter- 
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nal  Revenue  Code  of  1954  and  certifications  made  pursuant  to  this 
subsection.  Such  determinations  shall  be  final  and  conclusive. 

******* 

Use  of  Death  Certificates  to  Correct  Program  Information 
[Use  of  Death  Certificates  to  Correct  Program  Information] 

(r)(l)*  *  * 

******* 

(4)  The  Secretary  may  enter  into  similar  agreements  with 
States  to  provide  information  for  their  use  in  programs  wholly 
funded  by  the  States  if  the  requirements  of  [(r)(3)(A)  and 
(r)(3)(B)3  subparagraphs  (A)  and  (B)  of  paragraph  (3)  are  met. 

******* 

(7)  The  Secretary  shall  include  information  on  the  status  of 
the  program  established  under  this  section  and  impediments  to 
the  effective  implementation  of  the  program  in  the  1984  report 
required  under  section  704  of  [thej  this  Act. 

**«*««* 

PENALTIES 

Sec.  208.  Whoever— 

(a)  for  the  purpose  of  causing  an  increase  in  any  payment 
authorized  to  be  made  under  this  title,  or  for  the  purpose  of 
causing  any  payment  to  be  made  where  no  payment  is  author- 
ized under  this  title,  shall  make  or  cause  to  be  made  any  false 
statement  or  representation  (including  any  false  statement  or 
representation  in  connection  with  any  matter  arising  under 
subchapter  E  of  chapter  1,  or  subchapter  A  or  E  of  chapter  9  of 
the  Internal  Revenue  Code  of  1939,  or  chapter  2  or  21  or  subti- 
tle F  of  the  Internal  Revenue  Code  of  1954)  as  to— 

(1)  whether  wages  were  paid  or  received  for  employment 
(as  said  terms  are  defined  in  this  title  and  the  Internal 
Revenue  Code),  or  the  amount  of  wages  or  the  period 
during  which  paid  or  the  person  to  whom  paid;  or 

(2)  whether  net  earnings  from  self-employment  (as  such 
term  is  defined  in  this  title  and  in  the  Internal  Revenue 
Code)  were  derived,  or  as  to  the  amount  of  such  net  earn- 
ings of  the  period  during  which  or  the  person  by  whom  de- 
rived; or 

(3)  whether  a  person  entitled  to  benefits  under  this  title 
had  earnings  in  or  for  a  particular  period  (as  determined 
under  section  203(f)  of  this  title  for  purposes  of  deductions 
from  benefits),  or  as  to  the  amount  thereof;  or 
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[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBPARA- 
GRAPHS ARE  REALIGNED  BY  THE  BILL  TO  CONFORM  TO 
THE  PRECEDING  SUBPARAGRAPHS. 3 

if)  willfully,  knowlingly,  and  with  intent  to  deceive  the  Secre- 
tary as  to  his  true  identity  (or  the  true  identity  of  any  other 
person)  furnishes  or  causes  to  be  furnished  false  information  to 
the  Secretary  with  respect  to  any  information  required  by  the 
Secretary  in  connection  with  the  establishment  and  mainte- 
nance of  the  records  provided  for  in  section  205(c)(2);  or 

(g)  for  the  purpose  of  causing  an  increase  in  any  payment  au- 
thorized under  this  title  (or  any  other  program  financed  in 
whole  or  in  part  from  Federal  funds),  or  for  the  purpose  of 
causing  a  payment  under  this  title  (or  any  such  other  program) 
to  be  made  when  no  payment  is  authorized  thereunder,  or  for 
the  purpose  of  obtaining  (for  himself  or  any  other  person)  any 
payment  or  any  other  benefit  to  which  he  (or  such  other 
person)  is  not  entitled,  or  for  the  purpose  of  obtaining  anj^hing 
of  value  from  any  person,  or  for  any  other  purpose — 

(1)  willfully,  knowingly,  and  with  intent  to  deceive,  uses 
a  social  security  account  number,  assigned  by  the  Secre- 
tary (in  the  exercise  of  his  authority  under  section  205(c)(2) 
to  establish  and  maintain  records)  on  the  basis  of  false  in- 
formation furnished  to  the  Secretary  by  him  or  by  any 
other  person;  or 

(2)  with  intent  to  deceive,  falsely  represents  a  number  to 
be  the  social  security  account  number  assigned  by  the  Sec- 
retary to  him  or  to  another  person,  when  in  fact  such 
number  is  not  the  social  security  account  number  assigned 
by  the  Secretary  to  him  or  to  such  other  person;  or 

(3)  knowingly  alters  a  social  security  card  issued  by  the 
Secretary,  buys  or  sells  a  card  that  is,  or  purports  to  be,  a 
card  so  issued,  counterfeits  a  social  security  card,  or  pos- 
sesses a  social  security  card  or  counterfeit  social  security 
card  with  intent  to  sell  or  alter  it;  or 

(h)  discloses,  uses,  or  compels  the  disclosure  of  the  social  se- 
curity number  of  any  person  in  violation  of  the  laws  of  the 
United  States;  shall  be  guilty  of  a  felony  and  upon  conviction 
thereof  shall  be  fined  not  more  than  $5,000  or  imprisoned  for 
not  more  than  five  years,  or  both. 

DEFINITION  OF  WAGES 

Sec.  209.  For  the  purposes  of  this  title,  the  term  "wages"  means 
remuneration  paid  prior  to  1951  which  was  wages  for  the  purposes 
of  this  title  under  the  law  applicable  to  the  payment  of  such  remu- 
neration, and  remuneration  paid  after  1950  for  employment,  in- 
cluding the  cash  value  of  all  remuneration  paid  in  any  medium 
other  than  cash;  except  that,  in  the  case  of  remuneration  paid  after 
1950,  such  term  shall  not  include — 

(a)(1)  That  part  of  remuneration  which,  after  remuneration 
(other  than  remuneration  referred  to  in  the  succeeding  subsec- 
tions of  this  section)  equal  to  $3,600  with  respect  to  employ- 
ment has  been  paid  to  an  individual  during  any  calendar  year 
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prior  to  1955,  is  paid  to  such  individual  during  such  calendar 
year; 

******* 

[THE  INDENTATIONS  OF  THE  FOLLOWING  ARE  REA- 
LIGNED BY  THE  BILL  TO  CONFORM  TO  THE  PRECEDING 
PARAGRAPHS.] 

(5)  That  part  of  remuneration  which,  after  remuneration 
(other  than  remuneration  referred  to  in  the  succeeding  subsec- 
tions of  this  section)  equal  to  $7,800  with  respect  to  employ- 
ment has  been  paid  to  an  individual  during  any  calendar  year 
after  1967  and  prior  to  1972,  is  paid  to  such  individual  during 
such  calendar  year; 

(6)  That  part  of  remuneration  which,  after  remuneration 
(other  than  remuneration  referred  to  in  the  succeeding  subsec- 
tions of  this  section)  equal  to  $9,000  with  respect  to  employ- 
ment has  been  paid  to  an  individual  during  any  calendar  year 
after  1971  and  prior  to  1973  is  paid  to  such  individual  during 
any  such  calendar  year; 

(7)  That  part  of  remuneration  which,  after  remuneration 
(other  than  remuneration  referred  to  in  the  succeeding  subsec- 
tions of  this  section)  equal  to  $10,800  with  respect  to  employ- 
ment has  been  paid  to  an  individual  during  any  calendar  year 
after  1972  and  prior  to  1974,  is  paid  to  such  individual  during 
such  calendar  year; 

(8)  That  part  of  remuneration  which,  after  remuneration 
(other  than  remuneration  referred  to  in  the  succeeding  subsec- 
tions of  this  section)  equal  to  $13,200  with  respect  to  employ- 
ment has  been  paid  to  an  individual  during  any  calendar  year 
after  1973  and  prior  to  1975,  is  paid  to  such  individual  during 
such  calendar  year; 

(9)  That  part  of  remuneration  which,  after  remuneration 
(other  than  remuneration  referred  to  in  the  succeeding  subsec- 
tions of  this  section)  equal  to  the  contribution  and  benefit  base 
(determined  under  section  230)  with  respect  to  employment  has 
been  paid  to  an  individual  during  any  calendar  year  after  1974 
with  respect  to  which  such  contribution  and  benefit  base  is  ef- 
fective, is  paid  to  such  individual  during  such  calendar  year; 

******* 

[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBSECTIONS 
(E),  (F),  AND  (K)-(R)  ARE  REALIGNED  BY  THE  BILL  TO 
CONFORM  TO  THE  PRECEDING  SUBSECTIONS.] 

(e)  Any  payment  made  to,  or  on  behalf  of,  an  employee  or  his 
beneficiary  (1)  from  or  to  a  trust  exempt  from  tax  under  sec- 
tion 165(a)  of  the  Internal  Revenue  Code  of  1939  at  the  time  of 
such  payment  or,  in  the  case  of  a  payment  after  1954,  under 
sections  401  and  501(a)  of  the  Internal  Revenue  Code  of  1954 
unless  such  payment  is  made  to  an  employee  of  the  trust  as 
remuneration  for  services  rendered  as  such  employee  and  not 
as  a  beneficiary  of  the  trust,  or  (2)  under  or  to  an  annuity  plan 
which,  at  the  time  of  such  payment,  meets  the  requirements  of 
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section  165(a)  (3),  (4),  (5),  and  (6)  of  the  Internal  Revenue  Code 
of  1939  or,  in  the  case  of  a  payment  after  1954  and  prior  to 
1963,  the  requirements  of  section  401(a)  (3),  (4),  (5),  and  (6)  of 
the  Internal  Revenue  Code  of  1954,  or  (3)  under  or  to  an  annu- 
ity plan  which,  at  the  time  of  any  such  payment  after  1962,  is 
a  plan  described  in  section  403(a)  of  the  Internal  Revenue  Code 
of  1954,  or  (4)  under  or  to  a  bond  purchase  plan  which,  at  the 
time  of  any  such  payment  after  1962,  is  a  qualified  bond  pur- 
chase plan  described  in  section  405(a)  of  the  Internal  Revenue 
Code  of  1954  (as  in  effect  before  the  enactment  of  the  Tax  Law 
Simplification  and  Improvement  Act  of  1983)',  or  (5)  under  or  to 
an  annuity  contract  described  in  section  403(b)  of  the  Internal 
Revenue  Code  of  1954,  other  than  a  payment  for  the  purchase 
of  such  contract  which  is  made  by  reason  of  a  salary  reduction 
agreement  (whether  evidenced  by  a  written  instrument  or  oth- 
erwise), or  (6)  under  or  to  an  exempt  governmental  deferred 
compensation  plan  (as  defined  in  section  3121(v)(3)  of  such 
Code),  or  (7)  to  supplement  pension  benefits  under  a  plan  or 
trust  described  in  any  of  the  foregoing  provisions  of  this  sub- 
section to  take  into  account  some  portion  or  all  of  the  increase 
in  the  cost  of  living  (as  determined  by  the  Secretary  of  Labor) 
since  retirement  but  only  if  such  supplemental  payments  are 
under  a  plan  which  is  treated  as  a  welfare  plan  under  section 
3(2)(B)(ii)  of  the  Employee  Retirement  Income  Security  Act  of 
1974  [;],  or  (8)  under  a  simplified  employee  pension  (as  de- 
fined in  section  408(k)  of  the  Internal  Revenue  Code  of  1954)  if, 
at  the  time  of  the  payment,  it  is  reasonable  to  believe  that  the 
employee  will  be  entitled  to  a  deduction  under  section  219(b)(2) 
of  such  Code  for  such  payment; 

(f)  The  payment  by  an  employer  (without  deduction  from  the 
remuneration  of  the  employee) — 

(1)  of  the  tax  imposed  upon  an  employee  under  section 
3101  of  the  Internal  Revenue  Code  of  1954,  or 

(2)  of  any  payment  required  from  an  employee  under  a 
State  unemployment  compensation  law, 

with  respect  to  remuneration  paid  to  an  employee  for  domestic 
service  in  a  private  home  of  the  employer  or  for  agricultural 
labor; 

♦  lie  *  «  *  *  * 

(k)  Remuneration  paid  to  or  on  behalf  of  an  employee  if  (and 
to  the  extent  that)  at  the  time  of  the  payment  of  such  remu- 
neration it  is  reasonable  to  believe  that  a  corresponding  deduc- 
tion is  allowable  under  section  217  of  the  Internal  Revenue 
Code  of  1954; 

(1)  (1)  Tips  paid  in  any  medium  other  than  cash; 

(2)  Cash  tips  received  by  an  employee  in  any  calendar  month 
in  the  course  of  his  employment  by  an  employer  unless  the 
amount  of  such  cash  tips  is  $20  or  more; 

(m)  Any  payment  or  series  of  payments  by  an  employer  to  an 
employee  or  any  of  his  dependents  which  is  paid — 

(1)  upon  or  after  the  termination  of  an  employee's  em- 
ployment relationship  because  of  (A)  death,  or  (B)  retire- 
ment for  disability. 
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(2)  under  a  plan  established  by  the  employer  which 
makes  provision  for  his  employees  generally  or  a  class  or 
classes  of  his  employees  (or  for  such  employees  or  class  or 
classes  of  employees  and  their  dependents), 
other  than  any  such  payment  or  series  of  payments  which 
would  have  been  paid  if  the  employee's  employment  relation- 
ship had  not  been  so  terminated; 

(n)  Any  payment  made  by  an  employer  to  a  survivor  or  the 
estate  of  a  former  employee  after  the  calendar  year  in  which 
such  employee  died; 

(o)  Any  payment  made  by  an  employer  to  an  employee,  if  at 
the  time  such  pa5niient  is  made  such  employee  is  entitled  to 
disability  insurance  benefits  under  section  223(a)  and  such  en- 
titlement commenced  prior  to  the  calendar  year  in  which  such 
payment  is  made,  and  if  such  employee  did  not  perform  any 
services  for  such  employer  during  the  period  for  which  such 
payment  is  made; 

ipYV  Remuneration  paid  by  an  organization  exempt  from 
income  tax  under  section  501  of  the  Internal  Revenue  Code  of 
1954  in  any  calendar  year  to  an  employee  for  service  rendered 
in  the  employ  of  such  organization,  if  the  remuneration  paid  in 
such  year  by  the  organization  to  the  employee  for  such  service 
is  less  than  [$100.  J  $100; 

[(p)l  (^)  Any  contribution,  payment,  or  service,  provided  by 
an  employer  which  may  be  excluded  from  the  gross  income  of 
an  employee,  his  spouse,  or  his  dependents,  under  the  provi- 
sions of  section  120  of  the  Internal  Revenue  Code  of  1954  (relat- 
ing to  amounts  received  under  qualified  group  legal  services 
plans); 

(q)  Any  payment  made,  or  benefit  furnished,  to  or  for  the 
benefit  of  an  employee  if  at  the  time  of  such  payment  or  such 
furnishing  it  is  reasonable  to  believe  that  the  employee  will  be 
able  to  exclude  such  payment  or  benefit  from  income  under 
section  127  or  129  of  the  Internal  Revenue  Code  of  1954;  [or  J 

(r)  The  value  of  any  meals  or  lodging  furnished  by  or  on 
behalf  of  the  employer  if  at  the  time  of  such  furnishing  it  is 
reasonable  to  believe  that  the  employee  will  be  able  to  exclude 
such  items  from  income  under  section  119  of  the  Internal  Rev- 
enue Code  of  1954  [.3;  or 

(s)  Any  benefit  provided  to  or  on  behalf  of  an  employee  if  at 
the  time  such  benefit  is  provided  it  is  reasonable  to  believe  that 
the  employee  will  be  able  to  exclude  such  benefit  from  income 
under  section  117  or  132  of  the  Internal  Revenue  Code  of  195 J^. 

******* 

For  purposes  of  this  title,  in  the  case  of  an  individual  performing 
service,  as  a  member  of  a  uniformed  service,  to  which  the  provi- 
sions of  section  210(1)(1)  are  applicable,  the  term  ''wages"  shall,  sub- 
ject to  the  provisions  of  subsection  (a)  of  this  section,  include  as 
such  individual's  renumeration  for  such  service  only  his  basic  pay 
as  described  in  section  [102(10)  of  the  Servicemen's  and  Veterans' 
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Survivor  Benefits  Act.]  chapter  3  and  section  1009  of  title  37, 
United  States  Code 

******* 

Nothing  in  any  of  the  foregoing  provisions  of  this  section  (other 
than  subsection  (a))  shall  exclude  from  the  term  "wages" — 

(1)  Any  employer  contribution  under  a  qualified  cash  or  de- 
ferred arrangement  (as  defined  in  section  401(k)  of  the  Internal 
Revenue  Code  of  1954)  to  the  extent  not  included  in  gross 
income  by  reason  of  section  402(a)(8)  of  such  Code,  or 

(2)  Any  amount  which  is  treated  as  an  employer  contribution 
under  section  414(h)(2)  of  such  Code  where  the  pickup  referred 
to  in  such  section  is  pursuant  to  a  salary  reduction  agreement 
(whether  evidenced  by  a  written  instrument  or  otherwise). 

Any  amount  deferred  under  a  nonqualified  deferred  compensa- 
tion plan  (within  the  meaning  of  section  3121(v)(2)(C)  of  the  Inter- 
nal Revenue  Code  of  1954)  shall  be  taken  into  account  for  purposes 
of  this  title  as  of  the  later  of  when  the  services  are  performed,  or 
when  there  is  no  substantial  risk  of  forfeiture  of  the  rights  to  such 
amount.  Any  amount  taken  into  account  as  wages  by  reason  of  the 
preceding  sentence  (and  the  income  attributable  thereto)  shall  not 
thereafer  be  treated  as  wages  for  purposes  of  this  title. 

DEFINITION  OF  EMPLOYMENT 

Sec.  210.  For  the  purposes  of  this  title — 

Employment 

(a)  The  term  "employment"  means  any  service  performed  after 
1936  and  prior  to  1951  which  was  employment  for  the  purposes  of 
this  title  under  the  law  applicable  to  the  period  in  which  such  serv- 
ice was  performed,  and  any  service,  of  whatever  nature,  performed 
after  1950  (A)  by  an  employee  for  the  person  employing  him,  irre- 
spective of  the  citizenship  or  residence  of  either,  (i)  within  the 
United  States,  or  (ii)  on  or  in  connection  with  an  American  vessel 
or  American  aircraft  under  a  contract  of  service  which  is  entered 
into  within  the  United  States  or  during  the  performance  of  which 
and  while  the  employee  is  employed  on  the  vessel  or  aircraft  it 
touches  at  a  port  in  the  United  States,  if  the  employee  is  employed 
on  and  in  connection  with  such  vessel  or  aircraft  when  outside  the 
United  States,  or  (B)  outside  the  United  States  by  a  citizen  or  resi- 
dent of  the  United  States  as  an  employee  (i)  of  an  American  em- 
ployer (as  defined  in  subsection  (e)  of  this  section),  or  (ii)  of  a  for- 
eign affiliate  (as  defined  in  section  3121(1)(8)  of  the  Internal  Reve- 
nue Code  of  1954)  of  an  American  employer  during  any  period  for 
which  there  is  in  effect  an  agreement,  entered  into  pursuant  to  sec- 
tion 3121(1)  of  such  Code  ^  with  respect  to  such  affiliate  [,3  ^,  or 
(C)  if  it  is  service,  regardless  of  where  or  by  whom  performed, 
which  is  designated  as  employment  or  recognized  as  equivalent  to 
employment  under  an  agreement  entered  into  under  section  233; 
except  that,  in  the  case  of  service  performed  after  1950,  such  term 
shall  not  include — 

(1)  Service  performed  by  foreign  agricultural  workers  [(A) 
under  contracts  entered  into  in  accordance  with  title  V  of  the 
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Agricultural  Act  of  1949,  as  amended,  or  (B)3  lawfully  ad- 
mitted to  the  United  States  from  the  Bahamas,  Jamaica,  and 
the  other  British  West  Indies,  or  from  any  other  foreign  coun- 
try or  possession  thereof,  on  a  temporary  basis  to  perform  agri- 
cultural labor; 

******* 

(5)  Service  perfomed  in  the  employ  of  the  United  States  or 
any  instrumentality  of  the  United  States,  if  such  service — 

(A)  would  be  excluded  from  the  term  "employment"  for 
purposes  of  this  title  if  the  provisions  of  subparagraphs  (5) 
and  (6)  of  this  subsection  as  in  affect  in  January  1983  had 
remained  in  effect,  and 

(B)  is  performed  by  an  individual  who  (i)  has  been  con- 
tinuously performing  service  which  is  excluded  from  the 
term  "employment"  in  the  employ  of  the  United  States  or 
an  instrumentality  thereof  since  December  31,  1983  (and 
for  this  purpose  an  individual  who  returns  to  the  perform- 
ance of  such  service  after  being  separated  therefrom  fol- 
lowing a  previous  period  of  such  service  shall  nevertheless 
be  considered  upon  such  return  as  having  been  continuous- 
ly in  the  employ  of  the  United  States  or  an  instrumentali- 
ty thereof,  regardless  of  whether  the  period  of  such  separa- 
tion began  before,  on,  or  after  December  31,  1983,  if  the 
period  of  such  separation  does  not  exceed  365  consecutive 
days),  or  (ii)  is  receiving  an  annuity  from  the  Civil  Service 
Retirement  and  Disability  Fund,  or  benefits  (for  service  as 
an  employee)  under  another  retirement  system  established 
by  a  law  of  the  United  States  for  employees  of  the  Federal 
Government  (other  than  for  members  of  the  uniformed 
services); 

*«*««** 

(7)  Service  performed  in  the  employ  of  a  State,  or  any  politi- 
cal subdivision  thereof,  or  any  instrumentality  of  any  one  or 
more  of  the  foregoing  which  is  wholly  owned  thereby,  except 
that  this  paragraph  shall  not  apply  in  the  case  of— 

(A)  service  included  under  an  agreement  under  section 
218, 

[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBPARA- 
GRAPH ARE  REALIGNED  BY  THE  BILL  TO  CONFORM  TO 
THE  PRECEDING  SUBPARAGRAPHS] 

(D)  service  performed  in  the  employ  of  the  District  of  Co- 
lumbia or  any  instrumentality  which  is  wholly  owned 
thereby,  if  such  service  is  not  covered  by  a  retirement 
system  established  by  a  law  of  the  United  States;  except 
that  the  provisions  of  this  subparagraph  shall  not  be  appli- 
cable to  service  performed — 

(i)  in  a  hospital  or  penal  institution  by  a  patient  or 
inmate  thereof; 

(ii)  by  any  individual  as  an  employee  included  under 
section  5351(2)  of  title  5,  United  States  Code  (relating 
to  certain  interns,  student  nurses,  and  other  student 
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employees  of  hospitals  of  the  District  of  Columbia  Gov- 
ernment), other  than  as  a  medical  or  dental  intern  or 
as  a  medical  or  dental  resident  in  training; 

(iii)  by  any  individual  as  an  employee  serving  on  a 
temporary  basis  in  case  of  fire,  storm,  snow,  earth- 
quake, flood,  or  other  similar  emergency;  or 

(iv)  by  a  member  of  a  board,  committee,  or  council  of 
the  District  of  Columbia,  paid  on  a  per  diem,  meeting, 
or  other  fee  basis,  or 

******* 

(9)  Service  performed  by  an  individual  as  an  employee  or  em- 
ployee representative  as  defined  in  [section  1532  of  the  Inter- 
nal Revenue  Code]  section  3231  of  the  Internal  Revenue  Code 
ofl954\ 

(10)  Service  performed  in  the  employ  of — 

(A)  a  school,  college,  or  university,  or 

(B)  an  organization  described  in  section  509(a)(3)  of  the 
Internal  Revenue  Code  of  1954  if  the  organization  is  orga- 
nized, and  at  all  times  thereafter  is  operated,  exclusively 
for  the  benefit  of,  to  perform  the  functions  of,  or  to  carry 
out  the  purposes  of  a  school,  college,  or  university  and  is 
operated,  supervised,  or  controlled  by  or  in  connection 
with  such  school,  college,  or  university,  unless  it  is  a 
school,  college,  or  university  of  a  State  or  a  political  subdi- 
vision thereof  and  the  services  in  its  employ  performed  by 
a  student  referred  to  in  section  218(c)(5)  are  covered  under 
the  agreement  between  the  Secretary  [of  Health,  Educa- 
tion, and  Welfare]  and  such  State  entered  into  pursuant 
to  section  218; 

if  such  service  is  performed  by  a  student  who  is  enrolled  and 
regularly  attending  classes  at  such  school,  college,  or  universi- 
ty; 

******* 

(19)  Service  which  is  performed  by  a  nonresident  alien  indi- 
vidual for  the  period  he  is  temporarily  present  in  the  United 
States  as  a  nonimmigrant  under  subparagraph  (F)  or  (J)  of  sec- 
tion 101(a)(15)  of  the  Immigration  and  Nationality  Act,  as 
amended,  and  which  is  performed  to  carry  out  the  purpose 
specified  in  subparagraph  (F)  or  (J),  as  the  case  may  be;  or[,] 

******* 


Service  in  the  Uniformed  Services 

(1)  (1)  Except  as  provided  in  paragraph  (4),  the  term  "employ- 
ment" shall,  notwithstanding  the  provisions  of  subsection  (a)  of  this 
section,  include  service  performed  after  December  1956  by  an  indi- 
vidual as  a  member  of  a  uniformed  service  on  active  duty;  but  such 
term  shall  not  include  any  such  service  which  is  performed  while 
on  leave  without  pay. 

(2)  The  term  "active  duty"  means  "active  duty"  as  described  in 
[section  102  of  the  Servicemen's  and  Veterans'  Survivor  Benefits 
Act]  paragraph  (21)  of  section  101  of  title  38,  United  States  Code, 
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except  that  it  shall  also  include  ''active  duty  for  training"  as  de- 
scribed in  paragraph  (22)  of  such  section. 

(3)  The  term  "inactive  duty  training"  means  "inactive  duty  train- 
ing" as  described  in  [such  section  102  J  paragraph  (23)  of  such  sec- 
tion 101. 

(4)  (A)  Paragraph  (1)  of  this  subsection  shall  not  apply  in  the  case 
of  any  service,  performed  by  an  individual  as  a  member  of  a  uni- 
formed service,  which  is  creditable  under  section  3(i)  of  the  Rail- 
road Retirement  Act  of  1974.  The  Railroad  Retirement  Board  shall 
notify  the  Secretary  [of  Health,  Education,  and  Welfare] ,  with  re- 
spect to  all  such  service  which  is  so  creditable. 

******* 

Member  of  a  Uniformed  Service 

(m)  The  term  "member  of  a  uniformed  service"  means  any  person 
appointed,  enlisted,  or  inducted  in  a  component  of  the  Army,  Navy, 
Air  Force,  Marine  Corps,  or  Coast  Guard  (including  [a  reserve 
component  of  a  uniformed  service  as  defined  in  section  102(3)  of  the 
Servicemen's  and  Veterans'  Survivor  Benefits  Act]  a  reserve  com- 
ponent as  defined  in  section  111(27)  of  title  38,  United  States  Code), 
or  in  one  of  those  services  without  specification  of  component,  or  as 
a  commissioned  officer  of  the  Coast  and  Geodetic  Survey,  the  Na- 
tional Oceanic  and  Atmospheric  Administration  Corps,  of  the  Regu- 
lar or  Reserve  Corps  of  the  Public  Health  Service,  and  any  person 
serving  in  the  Army  or  Air  Force  under  call  or  conscription.  The 
term  includes — 

(1)  a  retired  member  of  any  of  these  services; 

(2)  a  member  of  the  Fleet  Reserve  or  Fleet  Marine  Corps  Re- 
serve; 

(3)  a  cadet  at  the  United  States  Military  Academy,  a  mid- 
shipman at  the  United  States  Naval  Academy,  and  a  cadet  at 
the  United  States  Coast  Guard  Academy  or  United  States  Air 
Force  Academy; 

(4)  a  member  of  the  Reserve  Officers'  Training  Corps,  the 
Naval  Reserve  Officers'  Training  Corps,  or  the  Air  Force  Re- 
serve Officers'  Training  Corps,  when  ordered  to  annual  train- 
ing duty  for  fourteen  days  or  more,  and  while  performing  au- 
thorized travel  to  and  from  that  duty;  and 

(5)  any  person  while  en  route  to  or  from,  or  at,  a  place  for 
final  acceptance  or  for  entry  upon  active  duty  in  the  [military 
or  naval]  military,  naval,  or  air  service — 

(A)  who  has  been  provisionally  accepted  for  such  duty; 

or 

(B)  who,  under  the  [Universal  Military  Training  and 
Service  Act],  Military  Selective  Service  Act,  has  been  se- 
lected for  active  [military  or  naval]  military,  naval,  or 
air  service; 

and  has  been  ordered  or  directed  to  proceed  to  such  place. 
The  term  does  not  include  a  temporary  member  of  the  Coast  Guard 
Reserve. 
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SELF-EMPLOYMENT 

Sec.  211.  For  the  purposes  of  this  title — 

Net  Earnings  From  Self-Employment 

(a)  The  term  "net  earnings  from  self-employment"  means  the 
gross  income,  as  computed  under  [chapter  1  of  the  Internal  Reve- 
nue Code]  subtitle  A  of  the  Internal  Revenue  Code  of  1954,  derived 
by  an  individual  from  any  trade  or  business  carried  on  by  such  in- 
dividual, less  the  deductions  allowed  under  [such  chapter]  such 
subtitle  which  are  attributable  to  such  trade  or  business,  plus  has 
distributive  share  (whether  or  not  distributed)  of  the  ordinary  net 
income  or  loss,  as  computed  under  [section  183  of  such  code]  sec- 
tion 702(aX8)  of  such  Code,  from  any  trade  or  business  carried  on 
by  a  partnership  of  which  he  is  a  member;  except  that  in  comput- 
ing such  gross  income  and  deductions  and  such  distributive  share 
of  partnership  ordinary  net  income  or  loss — 
(1)  *  •  * 

**«*«*« 

(3)  There  shall  be  excluded  any  gain  or  loss  (A)  which  is  con- 
sidered under  [chapter  1  of  the  Internal  Revenue  Code]  subti- 
tle A  of  the  Internal  Revenue  Code  of  1954  as  gain  or  loss  from 
the  sale  or  exchange  of  a  capital  asset,  (B)  from  the  cutting  of 
timber,  or  the  disposal  of  timber,  coal,  or  iron  ore,  if  section 
631  of  the  Internal  Revenue  Code  of  1954  applies  to  such  gain 
or  loss,  or  (C)  from  the  sale,  exchange,  involuntary  conversion, 
or  other  disposition  of  property  if  such  property  is  neither  (i) 
stock  in  trade  or  other  property  of  a  kind  which  would  proper- 
ly be  includible  in  inventory  if  on  hand  at  the  close  of  the  tax- 
able year,  nor  (ii)  property  held  primarily  for  sale  to  customers 
in  the  ordinary  course  of  the  trade  or  business; 

(4)  The  deduction  for  net  operating  losses  provided  in  [sec- 
tion 23(s)  of  such  code]  section  172  of  the  Internal  Revenue 
Code  of  1954  shall  not  be  allowed; 

«  *  *  *  *  «  * 

If  the  taxable  year  of  a  partner  is  different  from  that  of  the  part- 
nership, the  distributive  share  which  he  is  required  to  include  in 
computing  his  net  earnings  from  self-employment  shall  be  based 
upon  the  ordinary  net  income  or  loss  of  the  partnership  for  any 
taxable  year  of  the  partnership  (even  though  beginning  prior  to 
1951)  ending  within  or  with  his  taxable  year.  In  the  case  of  any 
trade  or  business  which  is  carried  on  by  an  individual  or  by  a  part- 
nership and  in  which,  if  such  trade  or  business  were  carried  on  ex- 
clusively by  employees,  the  major  portion  of  the  services  would  con- 
stitute agricultural  labor  as  defined  in  section  210(f)— 
(i)*  *  * 

♦  *♦♦♦♦* 

(iii)  in  the  case  of  a  member  of  a  partnership,  if  his  distribu- 
tive share  of  the  gross  income  of  the  partnership  derived  from 
such  trade  or  business  (after  such  gross  income  has  been  re- 
duced by  the  sum  of  all  payments  to  which  section  707(c)  of  the 
Internal  Revenue  Code  of  1954  applies)  is  not  more  than 
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$2,400,  his  distributive  share  of  income  described  in  section 
C702(a)(9)3  702(a)(8)  of  such  Code  derived  from  such  trade  or 
business  may,  at  his  option,  be  deemed  to  be  an  amount  equal 
to  66 §  percent  of  his  distributive  share  of  such  gross  income 
(after  such  gross  income  has  been  so  reduced);  or 

(iv)  in  the  case  of  a  member  of  a  partnership,  if  his  distribu- 
tive share  of  the  gross  income  of  the  partnership  derived  from 
such  trade  or  business  (after  such  gross  income  has  been  re- 
duced by  the  sum  of  all  payments  to  which  section  707(c)  of  the 
Internal  Revenue  Code  of  1954  applies)  is  more  than  $2,400  and 
his  distributive  share  (whether  or  not  distributed)  of  income 
described  in  section  [702(a)(9)]  702(a)(8)  of  such  Code  derived 
from  such  trade  or  business  (computed  under  this  subsection 
without  regard  to  this  sentence)  is  less  than  $1,600,  his  distrib- 
utive share  of  income  described  in  such  section  [702(a)(9)] 
702(a)(8)  derived  from  such  trade  or  business  may,  at  his 
option,  be  deemed  to  be  $1,600. 


Self-Employment  Income 

(b)  The  term  "self-employment  income"  means  the  net  earnings 
from  self-employment  derived  by  an  individual  (other  than  a  non- 
resident alien  individual,  except  as  provided  by  an  agreement 
under  section  223)  during  any  taxable  year  beginning  after  1950; 
except  that  such  term  shall  not  include — 

(1)  That  part  of  the  net  earnings  from  self-employment 
which  is  in  excess  of— 

(A)  For  any  taxable  year  ending  prior  to  1955,  (i)  $3,600, 
minus  (ii)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year;  and 

*  ****** 


[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBPARA- 
GRAPHS ARE  REALIGNED  BY  THE  BILL  TO  CONFORM  TO 
THE  PRECEDING  SUBPARAGRAPHS.] 

(D)  For  any  taxable  year  ending  after  1965  and  prior  to 
1968,  (i)  $6,600,  minus  (ii)  the  amount  of  the  wages  paid  to 
such  individual  during  the  taxable  year;  and 

(G)  For  any  taxable  year  beginning  after  1972  and  prior 
to  1974,  (i)  $10,800,  minus  (ii)  the  amount  of  the  wages  paid 
to  such  individual  during  the  taxable  year;  and 

(H)  For  any  taxable  year  beginning  after  1973  and  prior 
to  1975,  (i)  $13,200,  minus  (ii)  the  amount  of  the  wages  paid 
to  such  individual  during  the  taxable  year;  and 

(I)  For  any  taxable  year  beginning  in  any  calendar  year 
after  1974,  (i)  an  amount  equal  to  the  contribution  and 
benefit  base  (as  determined  under  section  230)  which  is  ef- 
fective for  such  calendar  year,  minus  (ii)  the  amount  of  the 
wages  paid  to  such  individual  during  such  taxable  year;  or 
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(2)  The  net  earnings  from  self-employment,  if  such  net  earn- 
ings for  the  taxable  year  are  less  than  $400. 

*♦***♦♦ 

Trade  or  Business 

(c)  The  term  "trade  or  business",  when  used  with  reference  to 
self-employment  income  or  net  earnings  from  self-employment, 
shall  have  the  same  meaning  as  when  used  in  [section  23  of  the 
Internal  Revenue  Code]  section  162  of  the  Internal  Revenue  Code 
of  1954,  except  that  such  term  shall  not  include — 

(1)  *  *  * 

******* 

(3)  The  performance  of  service  by  an  individual  as  an  em- 
ployee or  employee  representative  as  defined  in  [section  1532 
of  the  Internal  Revenue  CodeJ;  section  3231  of  the  Internal 
Revenue  Code  of  1954\ 

******* 

Partnership  and  Partner 

(d)  The  term  "partnership"  and  the  term  "partner"  shall  have 
the  same  meaning  as  when  used  in  [supplement  F  of  chapter  1  of 
the  Internal  Revenue  Code]  subchapter  K  of  chapter  1  of  the  Inter- 
nal Revenue  Code  of  1954. 

Taxable  Year 

(e)  The  term  "taxable  year"  shall  have  the  same  meaning  as 
when  used  in  [chapter  1  of  the  Internal  Revenue  Code]  subtitle  A 
of  the  Internal  Revenue  Code  of  1954;  and  the  taxable  year  of  any 
individual  shall  be  a  calendar  year  unless  he  has  a  different  tax- 
able year  for  the  purposes  of  [chapter  1  of  such  code]  subtitle  A  of 
such  code,  in  which  case  tax  taxable  year  for  the  purposes  of  this 
title  shall  be  the  same  as  his  taxable  year  under  [such  chapter  1] 
such  subtitle  A. 

******* 

QUARTER  AND  QUARTER  OF  COVERAGE 

Definitions 
Sec.  213.  (a)  For  the  purposes  of  this  title — 

(1)  The  term  "quarter",  and  the  term  "calendar  quarter", 
[means]  mean  a  period  of  three  calendar  months  ending  on 
March  31,  June  30,  September  30,  or  December  31. 

(2)  (A)  *  *  * 

(B)  Notwithstanding  the  provisions  of  subparagraph  (A) — 

(i)  no  quarter  after  the  quarter  in  which  an  individual  dies 
shall  be  a  quarter  of  coverage,  and  no  quarter  any  part  of 
which  is  included  in  a  period  of  disability  (other  than  the  ini- 
tial quarter  and  the  last  quarter  of  such  period)  shall  be  a 
quarter  of  coverage; 
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(ii)  if  the  wages  paid  to  an  individual  in  any  calendar  year 
equal  [to]  $3,000  in  the  case  of  a  calendar  year  before  1951, 
or  $3,600  in  the  case  of  a  calendar  year  after  1950  and  before 
1955,  or  $4,200  in  the  case  of  a  calendar  year  after  1954  and 
before  1959,  or  $4,800  in  the  case  of  a  calendar  year  after  1958 
and  before  1966,  or  $6,600  in  the  case  of  a  calendar  year  after 
1965  and  before  1968,  or  $7,800  in  the  case  of  a  calendar  year 
after  1967  and  before  1972,  or  $9,000  in  the  case  of  a  calendar 
year  after  1972,  or  $10,800  in  the  case  of  calendar  year  1973,  or 
$13,200  in  the  case  of  the  calendar  year  1974,  or  an  amount 
equal  to  the  contribution  and  benefit  base  (as  determined 
under  section  230)  in  the  case  of  any  calendar  year  after  1974 
and  before  1978  with  respect  to  which  such  contribution  and 
benefit  base  is  effective,  each  quarter  of  such  year  shall  (sub- 
ject to  clauses  (i)  and  (v))  be  a  quarter  of  coverage; 

COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT 

Sec.  215.  For  the  purposes  of  this  title — 

Primary  Insurance  Amount 

(a)(1)(A)*  *  * 

(B)  (i)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
[of]  for  such  benefits),  in  the  calendar  year  1979,  the  amount  es- 
tablished for  purposes  of  clause  (i)  and  (ii)  of  subparagraph  (A)  shall 
be  $180  and  $1,085,  respectively. 

******* 

(iii)  Each  amount  established  under  clause  (ii)  for  any  calendar 
year  shall  be  rounded  to  the  nearest  $1,  except  that  any 
[amounts]  amount  so  established  which  is  a  multiple  of  $0.50  but 
not  of  $1  shall  be  rounded  to  the  next  higher  $1. 

(C)  (i)  No  primary  insurance  amount  computed  under  subpara- 
graph (A)  may  be  less  than  an  amount  equal  to  $11.50  multiplied 
by  the  individual's  years  of  coverage  in  excess  of  10,  or  the  in- 
creased amount  determined  for  purposes  of  this  clause  under  sub- 
section (i). 

(ii)  For  purposes  of  clause  (i),  the  term  "years  of  coverage"  with 
respect  to  any  individual  means  the  number  (not  exceeding  30) 
equal  to  the  sum  of  (I)  the  number  (not  exceeding  14  and  disregard- 
ing any  fraction)  determined  by  dividing  (a)  the  total  of  the  wages 
credited  to  such  individual  (including  wages  deemed  to  be  paid 
prior  to  1951  to  such  individual  under  section  217,  compensation 
under  the  Railroad  Retirement  Act  of  1937  prior  to  1951  which  is 
creditable  to  such  individual  pursuant  to  this  title,  and  wages 
deemed  to  be  paid  prior  to  1951  to  such  individual  under  section 
231)  for  years  after  1936  and  before  1951  by  (b)  $900,  plus  (II)  the 
number  equal  to  the  number  of  years  after  1950  each  of  which  is  a 
computation  base  year  (within  the  meaning  of  subsection 
(b)(2)(B)(ii)  and  in  each  of  which  he  is  credited  with  wages  (includ- 
ing wages  deemed  to  paid  to  such  individual  under  [scetion]  sec- 
tion 217,  compensation  under  the  Railroad  Retirement  Act  of  1937 
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or  1974  which  is  creditable  to  such  individual  pursuant  to  this  title 
and  wages  deemed  to  be  paid  to  such  individual  under  section  229) 
and  self-employment  income  of  not  less  than  25  percent  of  the 
maximum  amount  which,  pursuant  to  subsection  (e),  may  be  count- 
ed for  such  year,  or  of  not  less  than  25  percent  of  the  maximum 
amount  which  could  be  so  counted  for  such  year  (in  the  case  of  a 
year  after  1977)  if  section  230  as  in  effect  immediately  prior  to  the 
enactment  of  the  Social  Security  Amendments  of  1977  had  re- 
mained in  effect  without  change. 

******* 

(2)  (A)  A  year  shall  not  be  counted  as  the  year  of  an  individual's 
death  or  eligibility  for  purposes  of  this  subsection  or  subsection  (i) 
in  any  case  where  such  individual  was  entitled  to  a  disability  insur- 
ance benefit  for  any  of  the  12  months  immediately  preceding  the 
month  of  such  death  or  eligibility  (but  there  shall  be  counted  in- 
stead the  year  of  the  individual's  eligibility  for  the  disability  insur- 
ance benefit  or  benefits  to  which  he  was  entitled  during  such  12 
months). 

(B)  In  the  case  of  an  individual  who  was  entitled  to  a  disability 
insurance  benefit  for  any  of  the  12  months  before  the  month  in 
which  he  became  entitled  to  an  old-age  insurance  benefit,  became 
reentitled  to  a  disability  insurance  benefit,  or  died,  the  primary  in- 
surance amount  for  determining  any  benefit  attributable  to  that 
entitlement,  reentitlement,  or  death  is  the  greater  of— 

(i)  the  primary  insurance  amount  upon  which  such  disability 
insurance  benefits  was  based,  increased  by  the  amount  of  each 
general  benefit  increase  (as  defined  in  subsection  (i)(3)),  and 
each  increase  provided  under  subsection  (i)(2),  that  would  have 
applied  to  such  primary  insurance  amount  had  the  individual 
remained  entitled  to  such  disability  insurance  benefit  until  the 
month  in  which  [hej  he  or  she  became  so  entitled  or  reenti- 
tled or  died,  or 

(ii)  the  amount  computed  under  paragraph  (1)(C). 

******* 

(3)  (A)  *  *  * 

(B)  For  purposes  of  this  title,  an  individual  is  deemed  to  be  eligi- 
ble— 

(i)  for  old-age  insurance  benefits,  for  months  beginning  with 
the  month  in  which  [he]  he  or  she  attain  age  62,  or 

(ii)  for  disability  insurance  benefits,  for  months  beginning 
with  the  month  in  which  [his]  his  or  her  period  of  disability 
began  as  provided  under  section  216(i)(2)(C), 

except  as  provided  in  paragraph  (2)(A)  in  cases  where  fewer  than 
12  months  have  elapsed  since  the  termination  of  a  prior  period  of 
disability. 

(4)  Paragraph  (1)  (except  for  subparagraph  (C)(i)  thereof)  does  not 
apply  to  the  computation  or  recomputation  of  a  primary  insurance 
amount  for — 

(A)  an  individual  who  was  eligible  for  a  disability  insurance 
benefit  for  a  month  prior  to  January  1979  unless,  prior  to  the 
month  in  which  occurs  the  event  described  in  clause  (i),  (ii),  or 
(iii)  of  paragraph  (3)(A),  there  occurs  a  period  of  at  least  12  con- 
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secutive  months  for  which  [he]  he  or  she  was  not  entitled  to  a 
disability  insurance  benefit,  or 

[THE  INDENTATIONS  OF  TH  FOLLOWING  SUBPARAGRAPH 
AND  CLAUSES  ARE  REALIGNED  BY  THE  BILL  TO  CON- 
FROM  TO  THE  PRECEDING  SUBPARAGRAPH.] 

(B)  an  individual  who  had  wages  or  self-employment  income 
credited  for  one  or  more  years  prior  to  1979,  and  who  was  not 
eligible  for  an  old-age  or  disability  insurance  benefit,  and  did 
not  die,  prior  to  January  1979,  if  in  the  year  for  which  the 
computation  or  recomputation  would  be  made  the  individual's 
primary  insurance  amount  would  be  greater  if  computed  or  re- 
computed— 

(i)  under  section  215(a)  as  in  effect  in  December  1978,  for 
purposes  of  old-age  insurance  benefits  in  the  case  of  an  in- 
dividual who  becomes  eligible  for  such  benefits  prior  to 
1984,  or 

(ii)  as  provided  by  section  215(d),  in  the  case  of  an  indi- 
vidual to  whom  such  section  applies. 

******* 

(7)(A)  *  *  * 

(B)  (i)  *  *  * 

(ii)  For  purposes  of  clause  (i),  the  percent  specified  in  this  clause 
is — 

(1)  80.0  percent  with  respect  to  individuals  [who  initially  become 
eligible  for  old-age  or  disability  insurance  benefits]  who  become  el- 
gibile  (as  defined  in  paragraph  (3)(B))  for  old-age  insurance  benefits 
(or  became  eligible  as  so  defined  for  disability  insurance  benefits 
before  attaining  age  62)  in  1986; 

******* 

(C)  (i)  *  *  * 

(ii)  In  the  case  of  an  individual  who  has  elected  to  receive  a  peri- 
odic payment  that  has  been  reduced  so  as  to  provide  a  [survivors] 
survivor's  benefit  to  any  other  individual,  the  payment  shall  be 
deemed  to  be  increased  (for  purposes  of  any  computation  under  this 
paragraph  or  subsection  (d)(5))  by  the  amount  of  such  reduction. 

******* 

Average  Indexed  Monthly  Earnings;  Average  Monthly  Wage 

(b)(1)  An  individual's  average  indexed  monthly  earnings  shall  be 
equal  to  the  quotient  obtained  by  dividing — 

(A)  the  total  (after  adjustment  under  paragraph  (3))  of  [his] 
his  or  her  wages  paid  in  and  self-employment  income  credited 
to  [his]  his  or  her  benefit  computation  years  (determined 
under  paragraph  (2)),  by 

(B)  the  number  of  months  in  those  years. 

(2)  (A)  The  number  of  an  individual's  benefit  computation  years 
equals  the  number  of  elapsed  years  reduced — 

(i)  in  the  case  of  an  individual  who  is  entitled  to  old-age  in- 
surance benefits  (except  as  provided  in  the  second  sentence  of 
this  subparagraph),  or  who  has  died,  by  5  years,  and 


1122 


(ii)  in  the  case  of  an  individual  who  is  entitled  to  disability 
insurance  benefits,  by  the  number  of  years  equal  to  one-fifth  of 
such  individual's  elapsed  years  (disregarding  any  resulting 
fractional  part  of  a  year),  but  not  by  more  than  5  years. 
Clause  (ii),  once  applicable  with  respect  to  any  individual,  shall 
continue  to  apply  for  purposes  of  determining  such  individual's  pri- 
mary insurance  amount  of  purposes  of  any  subsequent  eligibility 
for  disability  or  old-age  insurance  benefits  unless  prior  to  the 
month  in  which  such  eligibility  begins  there  occurs  a  period  of  at 
least  12  consecutive  months  for  which  [he  J  he  or  she  was  not  enti- 
tled to  a  disability  of  an  old-age  insurance  benefit. 

«***«*« 

(B)  For  purposes  of  this  subsection  with  respect  to  any  indi- 
vidual— 

(i)  the  term  "benefit  computation  years"  means  those  compu- 
tation base  years,  equal  in  number  to  the  number  determined 
under  subparagraph  (A),  for  which  the  total  of  such  individ- 
ual's wages  and  self-employment  income,  after  adjustment 
under  paragraph  (3),  is  the  largest; 

(ii)  the  term  "computation  base  years"  means  the  calendar 
years  after  1950  and  before — 

(I)  in  the  case  of  an  individual  entitled  to  old-age  insur- 
ance benefits,  the  year  in  which  occurred  (whether  by 
reason  of  section  202(j)(l)  or  otherwise)  the  first  month  of 
that  entitlement;  or 

(II)  in  the  case  of  an  individual  who  has  died  (without 
having  become  entitled  to  old-age  insurance  benefits),  the 
year  succeeding  the  year  of  [his]  his  or  her  death; 

(3)(A)  Except  as  provided  by  subparagraph  (B),  the  wages  paid  in 
and  self-employment  income  credited  to  each  of  an  individual's 
computation  base  years  for  purposes  of  the  selection  therefrom  of 
benefit  computation  years  under  paragraph  (2)  shall  be  deemed  to 
be  equal  to  the  product  of— 

(i)  the  wages  and  self-employment  income  paid  in  or  credited 
to  such  year  (as  determined  without  regard  to  this  subpara- 
graph), and 

(ii)  the  quotient  obtained  by  dividing— 

(I)  the  average  of  the  total  wages  (as  defined  in  regula- 
tions of  the  Secretary  and  computed  without  regard  to  the 
limitations  specified  in  section  209(a))  reported  to  the  Sec- 
retary of  the  Treasury  or  his  delegate  for  the  second  calen- 
dar year  (after  1976)  preceding  the  earliest  of  the  year  of 
the  individual's  death,  eligibility  for  an  old-age  insurance 
benefit,  or  eligibility  for  a  disability  insurance  benefit 
(except  that  the  year  in  which  the  individual  dies,  or  be- 
comes eligible,  shall  not  be  considered  as  such  year  if  the 
individual  was  entitled  to  disability  insurance  benefits  for 
any  month  in  the  12-month  period  immediately  preceding 
such  death  or  eligibility,  but  there  shall  be  counted  instead 
the  year  of  the  individual's  eligibility  for  the  disability  in- 
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surance  benefit  to  which  [he]  he  or  she  was  entitled  in 
such  12-month  period),  by 

(II)  the  average  of  the  total  wages  (as  so  defined  and 
computed)  reported  to  the  Secretary  of  the  Treasury  or  his 
delegate  for  the  computation  base  year  for  which  the  de- 
termination is  made. 

*♦♦***♦ 

(4)  For  purposes  of  determining  the  average  monthly  wage  of  an 
individual  whose  primary  insurance  amount  is  computed  (after 
1978)  under  section  215(a)  and  215(d)  as  in  effect  (except  with  re- 
spect to  the  table  contained  therein)  in  December  1978,  by  reason 
of  subsection  (a)(4)(B),  this  subsection  as  in  effect  in  December  1978 
shall  remain  in  effect,  except  that  paragraph  (2)(C)  (as  then  in 
effect)  shall  be  deemed  to  provide  that  "computation  base  years'' 
include  only  calendar  years  in  the  period  after  1950  (or  1936,  if  ap- 
plicable) and  prior  to  the  year  in  which  occurred  the  first  month 
for  which  the  individual  was  eligible  (as  defined  in  subsection 
(a)(3)(B)  as  in  effect  in  January  1979)  for  an  old-age  or  disability  in- 
surance benefit,  or,  if  earlier,  the  year  in  which  [he]  he  or  she 
died.  Any  calendar  year  all  of  which  is  included  in  a  period  of  dis- 
ability shall  not  be  included  as  a  computation  base  year  for  such 
purposes. 

******* 

Primary  Insurance  Benefit  Under  1939  Act 

(d)  (1)  For  purposes  of  column  I  of  the  table  appearing  in  subsec- 
tion (a),  as  that  subsection  was  in  effect  in  December  1977,  an  indi- 
vidual's primary  insurance  benefit  shall  be  computed  as  follows: 

(A)  ♦  ♦  * 

******* 

(C)  For  the  purposes  of  subparagraph  (B),  "total  wages  prior 
to  1951"  with  respect  to  an  individual  means  the  sum  of  (i)  re- 
muneration credited  to  such  individual  prior  to  1951  on  the 
records  of  the  Secretary,  (ii)  wages  deemed  paid  prior  to  1951 
to  such  individual  under  section  217,  (iii)  compensation  under 
the  Railroad  Retirement  Act  of  1937  prior  to  1951  creditable  to 
[him]  such  individual  pursuant  to  this  title,  and  (iv)  wages 
deemed  paid  prior  to  1951  to  such  individual  under  section  231. 

******* 

Certain  Wages  and  Self-Employment  Income  Not  To  Be  Counted 

(e)  For  the  purposes  of  subsections  (b)  and  (d)— 

(1)  in  computing  an  individual's  average  indexed  monthly 
earnings  or,  in  the  case  of  an  individual  whose  primary  insur- 
ance amount  is  computed  under  section  215(a)  as  in  effect  prior 
to  January  1979,  average  monthly  wage,  there  shall  not  be 
counted  the  excess  over  $3,600  in  the  case  of  any  calendar  year 
after  1950  and  before  1955,  the  excess  over  $4,200  in  the  case  of 
any  calendar  year  after  1954  and  before  1959,  the  excess  over 
$4,800  in  the  case  of  any  calendar  year  after  1958  and  before 
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1966,  the  excess  over  $6,600  in  the  case  of  any  calendar  year 
after  1965  and  before  1968,  the  excess  over  $7,800  in  the  case  of 
any  calendar  year  after  1967  and  before  1972,  the  excess  over 
$9,000  in  the  case  of  any  calendar  year  after  1971  and  before 
1973,  the  excess  over  $10,800  in  the  case  of  any  calendar  year 
after  1972  and  before  1974,  the  excess  over  $13,200  in  the  case 
of  any  calendar  year  after  1973  and  before  1975,  and  the  excess 
over  an  amount  equal  to  the  contribution  and  benefit  base  (as 
determined  under  section  230)  in  the  case  of  any  calendar  year 
after  1974  with  respect  to  which  such  contribution  and  benefit 
baise  is  effective,  (before  the  application,  in  the  case  of  average 
indexed  monthly  earnings,  of  subsection  (bX3XA))  of  (A)  the 
wages  paid  to  [him]  such  individual  in  such  year,  plus  (B) 
the  self-employment  income  credited  to  such  year  (as  deter- 
mined under  section  212);  and 

******* 

Recomputation  of  Benefits 

(f)(1)  After  an  individual's  primary  insurance  amount  has  been 
determined  under  this  section,  there  shall  be  no  recomputation  of 
such  individual's  primary  insurance  amount  ^xcept  as  provided  in 
this  subsection  or,  in  the  case  of  a  World  WgS  II  veteran  who  died 
prior  to  July  27,  1954,  as  provided  in  section  217(b). 

(2)(A)  If  an  individual  has  wages  or  self-emplojnnent  income  for  a 
year  after  1978  for  any  part  of  which  [he]  he  or  she  is  entitled  to 
old-age  or  disability  insurance  benefits,  the  Secretary  shall,  at  such 
time  or  times  and  within  such  period  as  [he]  the  Secretary  may  by 
regulation  prescribe,  recompute  the  individual's  primary  insurance 
[account]  amount  for  that  year. 

******* 

(D)  A  recomputation  under  this  paragraph  with  respect  to  any 
year  shall  be  effective — 

(i)  in  the  case  of  an  individual  who  did  not  die  in  that  year, 
for  monthly  benefits  beginning  with  benefits  for  January  of 
the  following  year;  or 

(ii)  in  the  case  of  an  individual  who  died  in  that  year,  for 
monthly  benefits  beginning  with  benefits  for  the  month  in 
which  [he]  he  or  she  died. 

*  *  *  *  *  *  * 

(9)(A)  In  the  case  of  an  individual  who  becomes  entitled  to  a  peri- 
odic pajnnent  determined  under  subsection  (a)(7XA)  (including  a 
pajonent  determined  under  subsection  (a)(7)(C))  in  a  month  subse- 
quent to  the  first  month  in  which  he  or  she  becomes  entitled  to  an 
old-age  or  disability  insurance  benefit,  and  whose  primary  insur- 
ance amount  has  been  computed  without  regard  to  either  such  sub- 
section or  subsection  (dX5),  such  individual's  primary  insurance 
amount  shall  be  recomputed  (notwithstanding  paragraph  (4)  of  this 
subsection),  in  accordance  with  either  such  subsection  or  subsection 
(d)(5),  as  may  be  applicable,  effective  with  the  first  month  of  his  or 
her  concurrent  entitlement  to  such  benefit  and  such  periodic  pay- 
ment. 
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(B)  If  an  individuars  primary  insurance  amount  has  been  com- 
puted under  subsection  (a)(7)  or  (d)(5),  and  it  becomes  necessary  to 
recompute  that  primary  insurance  amount  under  this  subsection — 

(i)  so  as  to  increase  the  monthly  benefit  amount  payable  with 
respect  to  such  primary  insurance  amount  (except  in  the  case 
of  the  individual's  death),  such  increase  shall  be  determined 
[as  though  such  primary  insurance  amount  had  initially  been 
computed  without  regard  to  subsection  (a)(7)  or  (d)(5)3  as 
though  the  recomputed  primary  insurance  amount  were  being 
computed  under  subsection  (a)(7)  or  (d)(5), 

******* 

(ii)  by  reason  of  the  individual's  death,  such  primary  insur- 
ance amount  shall  be  recomputed  without  regard  to  (and  as 
though  it  had  never  been  computed  with  regard  to)  subsection 
(a)(7)  or  (d)(5). 

******* 

Service  of  Certain  Public  Health  Service  Officers 

(h)  (1)  Notwithstanding  the  provisions  of  subchapter  III  of  chapter 
83  of  title  5,  United  States  Code,  remuneration  paid  for  service  to 
which  the  provisions  of  section  210(1)(1)  of  this  Act  are  applicable 
and  which  is  performed  by  an  individual  as  a  commissioned  officer 
of  the  Reserve  Corps  of  the  Public  Health  Service  prior  to  July  1, 
1,960,  shall  not  be  included  in  computing  entitlement  to  or  the 
amount  of  any  monthly  benefit  under  this  title,  on  the  basis  of  his 
wages  and  self-employment  income,  for  any  month  after  June  1960 
and  prior  to  the  first  month  with  respect  to  which  the  [Civil  Serv- 
ice Commission]  Director  of  the  Office  of  Personnel  Management 
certifies  to  the  Secretary  that,  by  reason  of  a  waiver  filed  as  pro- 
vided in  paragraph  (2),  no  further  annuity  will  be  paid  to  him,  his 
wife,  and  his  children,  or,  if  he  has  died,  to  his  widow  and  children, 
under  subchapter  III  of  chapter  83  of  title  5,  United  States  Code,  on 
the  basis  of  such  service. 

(2)  In  the  case  of  a  monthly  benefit  for  a  month  prior  to  that  in 
which  the  individual,  on  whose  wages  and  self-employment  income 
such  benefit  is  based,  dies,  the  waiver  must  be  filed  by  such  indi- 
vidual; and  such  waiver  shall  be  irrevocable  and  shall  constitute  a 
waiver  on  behalf  of  himself,  his  wife,  and  his  children.  If  such  indi- 
vidual did  not  file  such  a  waiver  before  he  died,  then  in  the  case  of 
a  benefit  for  the  month  in  which  he  died  or  any  month  thereafter, 
such  waiver  must  be  filed  by  his  widow,  if  any,  and  by  or  on  behalf 
of  all  his  children,  if  any;  and  such  waivers  shall  be  irrevocable. 
Such  a  waiver  by  a  child  shall  be  filed  by  his  legal  guardian  or 
guardians,  or,  in  the  absence  thereof,  by  the  person  (or  persons) 
who  has  the  child  in  his  care. 

Cost-of-Living  Increases  in  Benefits 

(i)  (l)  For  purposes  of  this  subsection— 


♦  ***♦*♦ 

(5)(A)  If- 
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(i)  with  respect  to  any  calendar  year  the  "applicable  increase 
percentage"  was  determined  under  clause  (ii)  of  paragraph 
(1)(C)  rather  than  under  clause  (i)  of  such  paragraph,  and  the 
increase  becoming  effective  under  paragraph  (2)  in  such  year 
was  accordingly  determined  on  the  basis  of  the  wage  increase 
percentage  rather  than  the  CPI  increase  percentage  (or  there 
was  no  such  increase  becoming  effective  under  paragraph  (2)  in 
that  year  because  the  wage  increase  percentage  was  less  than 
3  percent),  and 

(ii)  for  any  subsequent  calendar  year  in  which  an  increase 
under  paragraph  (2)  becomes  effective  the  OASDI  fund  ratio  is 
greater  than  32.0  percent, 

then  each  of  the  amounts  described  in  subdivisions  (I),  (II),  and  (III) 
of  paragraph  (2)(A)(ii),  as  increased  under  paragraph  (2)  effective 
with  the  month  of  December  in  such  subsequent  calendar  year, 
shall  be  further  increased  (effective  with  such  month)  by  an  addi- 
tional percentage,  which  shall  be  determined  under  subparagraph 
(B)  and  shall  apply  as  provided  in  subparagraph  (C).  Any  amount  so 
increased  that  is  not  a  multiple  of  $0.10  shall  he  decreased  to  the 
next  lower  multiple  of  $0.10. 

(B)  The  applicable  additional  percentage  by  which  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  of  paragraph  (2(A)(ii)  are 
to  be  further  increased  under  subparagraph  (A)  in  the  subsequent 
calendar  year  involved  shall  be  the  amount  derived  by — 

(i)  subtracting  (I)  the  compounded  percentage  benefit  in- 
creases that  were  actually  paid  under  paragraph  (2)  and  this 
paragraph  from  (II)  the  compounded  percentage  benefit  in- 
creases that  would  have  been  paid  if  all  increases  under  para- 
graph (2)  had  been  made  on  the  basis  of  the  CPI  increase  per- 
centage, 

(ii)  dividing  the  difference  by  the  sum  of  the  compounded 
percentage  in  subdivision  (I)  and  100  percent,  and 

[(iii)  multiplying  such  quotient  by  100  and  rounding  to  the 
nearest  one-tenth  of  1  percent,] 

(iii)  multiplying  such  quotient  by  100  so  as  to  yield  such  ap- 
plicable additional  percentage  (which  shall  be  rounded  to  the 
nearest  one-tenth  of  1  percent), 

with  the  compounded  increases  referred  to  in  subdivisions  (I)  and 
(II)  being  measured — 

(iv)  in  the  case  of  amounts  described  in  subdivision  (I)  of 
paragraph  (2)(A)(ii),  over  the  period  beginning  with  the  calen- 
dar year  in  which  monthly  benefits  described  in  such  subdivi- 
sion were  first  increased  on  the  basis  of  the  wage  increase  per- 
centage and  [ending  with  such  subsequent  calendar  year] 
ending  with  the  year  before  such  subsequent  calendar  year, 
and 

(v)  in  the  case  of  amounts  described  in  subdivisions  (II)  and 
(III)  of  paragraph  (2)(A)(ii),  over  the  period  beginning  with  the 
calendar  year  in  which  the  individual  whose  primary  insur- 
ance amount  is  increased  under  such  subdivision  (II)  [initially 
became  eligible  for  an  old-age  or  disability  insurance  benefit] 
became  eligible  (as  defined  in  subsection  (a)(3)(B))  for  the  old- 
age  or  disability  insurance  benefit  that  is  being  increased  under 
this  subsection,   or  died  before  becoming  so  eligible,  and 
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[ending  with  such  subsequent  calendar  year]  ending  with  the 

year  before  such  subsequent  calendar  year\ 
except  that  if  the  Secretary  determines  in  any  case  that  the  appU- 
cation  (in  accordance  with  subparagraph  (C))  of  the  additional  per- 
centage as  computed  under  the  preceding  provisions  of  this  subpar- 
agraph would  cause  of  OASDI  fund  ratio  to  fall  below  32.0  percent 
in  the  calendar  year  immediately  following  such  subsequent  year, 
he  shall  reduce  such  applicable  additional  percentage  to  the  extent 
necessary  to  ensure  that  the  OASDI  fund  ratio  will  remain  at  or 
above  32.0  percent  through  the  end  of  such  following  year. 

«  *  *  *  «  *  « 

OTHER  DEFINITIONS 

Sec.  216.  For  the  purposes  of  this  title — 

Spouse;  Surviving  Spouse 

(a)  *  *  * 

**♦♦**♦ 
Husband 

(f)  The  term  "husband"  means  the  husband  of  an  individual,  but 
only  if  (1)  he  is  the  father  of  her  son  or  daughter,  (2)  he  was  mar- 
ried to  her  for  a  period  of  not  less  than  one  year  immediately  pre- 
ceding the  day  on  which  his  application  is  filed,  or  (3)  in  the  month 
prior  to  the  month  of  his  marriage  to  her  (A)  he  was  entitled  to,  or 
on  application  therefor  and  attainment  of  age  62  in  such  prior 
month  would  have  been  entitled  to,  benefits  under  subsection  (c),  (f) 
or  (h)  of  section  202,  (B)  he  had  attained  age  eighteen  and  was  enti- 
tled to,  or  on  application  therefor  would  have  been  entitled  to, 
benefits  under  subsection  (d)  of  such  section  (subject,  however,  to 
section  202(s)),  or  (C)  he  was  entitled  to,  or  upon  application  there- 
for and  attainment  of  the  required  age  (if  any)  he  would  have  been 
entitled  to,  a  widower's,  child's  (after  attainment  of  age  18),  or  par- 
ent's insurance  annuity  under  section  2  of  the  Railroad  Retirement 
Act  of  1974,  as  amended.  For  purposes  of  clause  (2),  a  husband  shall 
be  deemed  to  have  been  married  to  an  individual  for  a  period  of 
one  year  throughout  the  month  in  which  occurs  the  first  anniversa- 
ry of  his  marriage  to  her.  For  purposes  of  subparagraph  (C)  of  sec- 
tion 202(c)(1),  a  divorced  husband  shall  be  deeemd  not  to  be  married 
throughout  the  month  in  which  he  becomes  divorced, 

******* 

Determination  of  Family  Status 

(h)(1)  *  *  * 

**♦**♦♦ 

(3)  An  applicant  who  is  the  son  or  daughter  of  a  fully  or  current- 
ly insured  individual,  but  who  is  not  (and  is  not  deemed  to  be)  the 
child  of  such  insured  individual  under  paragraph  (2),  shall  never- 
theless be  deemed  to  be  the  child  of  such  insured  individual  if: 
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(A)  in  the  case  of  an  insured  individual  entitled  to  old-age  in- 
surance benefits  (who  was  not,  in  the  month  preceding  such 
entitlement,  entitled  to  disability  insurance  benefits) — 
(i)  such  insured  individual — 

(I)  has  acknowledged  in  writing  that  the  applicant  is 
his  or  her  son  or  daughter, 

(II)  has  been  decreed  by  a  court  to  the  mother  or 
father  of  the  applicant,  or 

(III)  has  been  ordered  by  a  court  to  contribute  to  the 
support  of  the  applicant  because  the  applicant  is  his  or 
her  son  or  daughter, 

and  such  acknowledgement,  court  decree,  or  court  order 
was  made  not  less  than  one  year  before  such  insured  indi- 
vidual became  entitled  to  old-age  insurance  benefits  or  at- 
tained retirement  age  [as  defined  in  section  216(1)]  (as  de- 
fined in  subsection  (I))  whichever  is  earlier;  or 

*  «  4:  «  *  4:  4: 

Disability;  Period  of  Disability 

(1)  (1)  Except  for  purposes  of  sections  202(d),  202(e),  202(f),  223, 
and  225,  the  term  ''disability"  means  (A)  inability  to  engage  in  any 
substantial  gainful  activity  by  reason  of  any  medically  determin- 
able physical  or  mental  impairment  which  can  be  expected  to 
result  in  death  or  has  lasted  or  can  be  expected  to  last  for  a  contin- 
ous  period  of  not  less  than  12  months,  or  (B)  blindness;  and  the 
term  ''blindness"  means  central  visual  acuity  of  20/200  or  less  in 
the  better  eye  with  the  use  of  a  correcting  lens.  An  eye  which  is 
accompanied  by  a  limitation  in  the  fields  of  vision  such  that  the 
widest  diameter  of  the  visual  field  subtends  an  angle  no  greater 
than  20  degrees  shall  be  considered  for  purposes  of  this  paragraph 
as  having  a  central  visual  acuity  of  20/200  or  less.  The  provisions 
of  paragraphs  (2)(A),  (2XcX  (3),  (4),  (5),  and  (6)  of  section  223(d)  shall 
be  applied  for  purposes  of  determining  whether  an  individual  is 
under  a  disability  within  the  meaning  of  the  first  sentence  of  this 
paragraph  in  the  same  manner  as  they  are  applied  for  purposes  of 
paragraph  (1)  of  such  section.  Nothing  in  this  title  shall  be  con- 
strued as  authorizing  the  Secretrary  or  any  other  officer  or  employ- 
ee of  the  United  States  to  interfere  in  any  way  with  the  practice  of 
medicine  or  with  relationships  between  practioners  of  medicine 
and  their  patients,  or  to  exercise  any  supervision  or  control  over 
the  administration  or  operation  of  any  hospital. 

(2)  (A)  the  term  "period  of  disability"  means  a  continuous  period 
(beginning  and  ending  as  hereinafter  provided  in  this  subsection) 
during  which  an  individual  was  under  a  disability  (as  defined  in 
paragraph  (1)),  but  only  if  such  period  is  of  not  less  than  five  full 
calendar  months'  duration  or  such  individual  was  entitled  to  bene- 
fits under  section  223  for  one  or  more  months  in  such  period. 

(B)  No  period  of  disability  shall  begin  as  to  any  individual  unless 
such  individual  files  an  application  for  a  disability  determination 
with  respect  to  such  period;  and  no  such  period  shall  begin  as  to 
any  individual  after  such  individual  attains  the  retirement  age 
[(as  defined  in  section  216(1)]  (as  defined  in  subsection  (D).  In  the 
case  of  a  deceased  individual,  the  requirement  of  an  application 
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under  the  preceding  sentence  may  be  satisfied  by  an  application  for 
a  disability  determination  filed  with  respect  to  such  individual 
within  3  months  after  the  month  in  which  he  died. 

(C)  A  period  of  disability  shall  begin — 

(i)  on  the  day  the  disability  began,  but  only  if  the  individual 
satisfies  the  requirements  of  paragraph  (3)  on  such  day;  or 

(ii)  if  such  individual  does  not  satisfy  the  requirements  of 
paragraph  (3)  on  such  day,  then  on  the  first  day  of  the  first 
quarter  thereafter  in  which  he  satisfies  such  requirements. 

(D)  A  period  of  disability  shall  end  with  the  close  of  whichever  of 
the  following  months  is  the  earlier:  (i)  the  month  preceding  the 
month  in  which  the  individual  attains  retirement  age  [(as  defined 
in  section  216(1))]  (as  defined  in  subsection  (IJJ,  or  (ii)  the  month 
preceding  (I)  the  termination  month  (as  defined  in  section  223(a)(1)), 
or,  if  earlier  (II)  the  first  month  for  which  no  benefit  is  payable  by 
reason  of  section  223(e),  where  no  benefit  is  payable  for  any  of  the 
succeeding  months  during  the  15-month  period  referred  to  in  such 
section.  A  period  of  disability  may  be  determined  to  end  on  the 
basis  of  a  finding  that  the  physical  or  mental  impairment  on  the 
basis  of  which  the  finding  of  disability  was  made  has  ceased,  does 
not  exist,  or  is  not  disabling  only  if  such  finding  is  supported  by 
substantial  evidence  described  in  paragraph  (1),  (2),  or  (3)  of  section 
223(f).  Nothing  in  the  preceding  sentence  shall  be  construed  to  reqire 
a  determination  that  a  period  of  disability  continues  if  evidence  on 
the  record  at  the  time  any  prior  determination  of  such  period  of  dis- 
ability was  made,  or  new  evidence  which  relates  to  such  determina- 
tion, shows  that  the  prior  determination  was  either  clearly  errone- 
ous at  the  time  it  was  made  or  was  fraudulently  obtained,  or  if  the 
individual  is  engaged  in  substantial  gainful  activity.  In  any  case  in 
which  there  is  no  available  medical  evidence  supporting  a  prior  dis- 
ability determination,  nothing  in  this  subparagraph  shall  preclude 
the  Secretary,  in  attempting  to  meet  the  requirements  of  the  preced- 
ing provisions  of  this  subparagraph,  from  securing  additional  medi- 
cal reports  necessary  to  reconstruct  the  evidence  which  supported 
such  prior  disability  determination. 

******* 

(F)  An  application  for  a  disability  determination  which  is  filed 
more  than  12  months  after  the  month  prescribed  by  subparagraph 
(D)  as  the  month  in  which  the  period  of  disability  ends  (determined 
without  regard  to  subparagraphs  (B)  and  (E))  shall  be  accepted  as 
an  application  for  purposes  of  this  paragraph  if— 
(i)  *^  *  * 

(ii)  in  the  case  of  an  application  filed  by  or  on  behalf  of  an 
individual  with  respect  to  a  period  of  disability  which  ends  in 
or  before  the  month  in  which  the  Social  Security  Amendments 
of  1967  is  [enacted,]  enacted — 

(I)  such  application  is  filed  not  more  than  12  months 
after  the  month  in  which  the  Social  Security  Amendments 
of  1967  is  enacted, 

(II)  a  previous  application  for  a  disability  determination 
has  been  filed  by  or  on  behalf  of  such  individual  (1)  in  or 
before  the  month  in  which  the  Social  Security  Amend- 
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ments  of  1967  is  enacted,  and  (2)  not  more  than  36  months 
after  the  month  in  which  his  disability  ended,  and 

(III)  the  Secretary  finds  in  accordance  with  regulations 
prescribed  by  him,  that  the  failure  of  such  individual  to 
file  an  application  within  the  then  specified  time  period 
was  attributable  to  a  physical  or  mental  condition  of  such 
individual  which  rendered  him  incapable  of  executing  such 
an  application. 

BENEFITS  IN  CASE  OF  VETERANS 

Sec.  217.  (a)(1)  *  *  * 

(2)  Upon  application  for  benefits  or  a  lump-sum  death  pajonent 
on  the  basis  of  the  wages  and  self-employment  income  of  any 
World  War  II  veteran,  the  Secretary  [of  Health,  Education,  and 
Welfare]  shall  make  a  decision  without  regard  to  clause  (B)  of 
paragraph  (1)  of  this  subsection  unless  he  has  been  notified  by 
some  other  agency  or  instrumentality  of  the  United  States  that,  on 
the  basis  of  the  military  or  naval  service  of  such  veteran  during 
World  War  II,  a  benefit  described  in  clause  (B)  of  paragraph  (1)  has 
been  determined  by  such  agency  or  instrumentality  to  be  payble  by 
it.  If  he  has  not  been  so  notified,  the  Secretary  [of  Health,  Educa- 
tion, and  Welfare]  shall  then  ascertain  whether  some  other 
agency  or  wholly  owned  instrumentality  of  the  United  States  has 
decided  that  a  benefit  described  in  clause  (B)  of  paragraph  (1)  is 
payable  by  it.  If  any  such  agency  or  instrumentality  has  decided,  or 
thereafter  decides,  that  such  a  benefit  is  payable  by  it,  it  shall  so 
notify  the  Secretary  [of  Health,  Education,  and  Welfare,],  and  the 
Secretary  shall  certify  no  further  benefits  for  payment  or  shall  re- 
compute the  amount  of  any  further  benefits  payable,  as  may  be  re- 
quired by  paragraph  (1)  of  this  subsection. 

(3)  Any  agency  or  wholly  owned  instrumentality  of  the  United 
States  which  is  authorized  by  any  law  of  the  United  States  to  pay 
benefits,  or  has  a  system  of  benefits  which  are  based,  in  whole  or  in 
part,  on  military  or  naval  service  during  World  War  II  shall,  at  the 
request  of  the  Secretary  [of  Health,  Education,  and  Welfare,],  cer- 
tify to  him,  with  respect  to  any  veteran,  such  information  as  the 
Secretary  deems  necessary  to  carry  out  his  functions  under  para- 
graph (2)  of  this  subsection. 

(b)(1)  *  *  * 

(2)  Upon  an  application  for  benefits  or  a  lump-sum  death 
payment  on  the  basis  of  the  wages  and  self-employment 
income  of  any  World  War  II  veteran,  the  Secretary  [of  Health, 
Education,  and  Welfare]  shall  make  a  decision  without  regard 
to  paragraph  (1)(B)  of  this  subsection  unless  he  has  been  noti- 
fied by  the  Veterans'  Administration  that  pension  or  compen- 
sation is  determined  to  be  payable  by  the  Veterans'  Adminis- 
tration by  reason  of  the  death  of  such  veteran.  The  Secretary 
[of  Health,  Education,  and  Welfare]  shall  thereupon  report 
such  decision  to  the  Veterans'  Administration.  If  the  Veterans' 
Administration  in  any  such  case  has  made  an  adjudication  or 
thereafter  makes  an  adjudication  that  any  pension  or  compen- 
sation is  payable  under  any  law  administered  by  it,  it  shall 
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notify  the  Secretary  [of  Health,  Education,  and  Welfare,]  and 
the  Secretary  shall  certify  no  further  benefits  for  payment,  or 
shall  recompute  the  amount  of  any  further  benefits  payable,  as 
may  be  required  by  paragraph  (1)  of  this  subsection.  Any  pay- 
ment theretofore  certified  by  the  Secretary  [of  Health,  Educa- 
tion, and  Welfare]  on  the  basis  of  paragraph  (1)  of  this  subsec- 
tion to  any  individual,  not  exceeding  the  amount  of  any  ac- 
crued pension  or  compensation  payable  to  him  by  the  Veter- 
ans' Administration,  shall  (notwithstanding  the  provisions  of 
section  3101  of  title  38,  United  States  Code)  be  deemed  to  have 
been  paid  to  him  by  such  Administration  on  account  of  such 
accrued  pension  or  compensation.  No  such  payment  certified 
by  the  Secretary  [of  Health,  Education,  and  Welfare,],  and  no 
payment  certified  by  him  for  any  month  prior  to  the  first 
month  for  which  any  pension  or  compensation  is  paid  by  the 
Veterans'  Administration  shall  be  deemed  by  reason  of  this 
subsection  to  have  been  an  erroneous  payment. 

«  «  *  «  «  *  « 

[THE   INDENTATIONS   OF  THE   FOLLOWING  SUBPARA- 
GRAPHS (1)  AND  (2)  ARE  REALIGNED  BY  THE  BILL] 

(d)  For  the  purposes  of  this  section — 

(1)  The  term  "World  War  11"  means  the  period  beginning 
with  September  16,  1940,  and  ending  at  the  close  of  July  24, 
1947. 

(2)  The  term  'World  War  II  veteran"  means  any  individual 
who  served  in  the  active  military  or  naval  service  of  the 
United  States  at  any  time  during  World  War  II  and  who,  if  dis- 
charged or  released  therefrom,  was  so  discharged  or  released 
under  conditions  other  than  dishonorable  after  active  service 
of  ninety  days  or  more  or  by  reason  of  a  disability  or  injury 
incurred  or  aggravated  in  service  in  line  of  duty;  but  such  term 
shall  not  include  any  individual  who  died  while  in  the  active 
military  or  naval  service  of  the  United  States  if  his  death  was 
inflicted  (other  than  by  an  enemy  of  the  United  States)  as 
lawful  punishment  for  a  military  or  naval  offense. 

(e)  (1)  For  purposes  of  determining  entitlement  to  and  the 
amount  of  any  monthly  benefit  lump-sum  death  payment  payable 
under  this  title  on  the  basis  of  the  wages  and  self-employment 
income  of  any  veteran  (as  defined  in  paragraph  (4)),  and  for  pur- 
poses of  section  216(i)(3),  such  veteran  shall  be  deemed  to  have  been 
paid  wages  (in  addition  to  the  wages,  if  any,  actually  paid  to  him) 
of  $160  in  each  month  during  any  part  of  which  he  served  in  the 
active  military  or  naval  service  of  the  United  States  on  or  after 
July  25,  1947,  and  prior  to  January  1,  1957.  This  subsection  shall 
not  be  applicable  in  the  case  of  any  monthly  benefit  or  lump-sum 
death  payment  if — 

(A)  a  larger  such  benefit  or  payment,  as  the  case  may  be, 
would  be  payable  without  its  application;  or 

(B)  a  benefit  (other  than  a  benefit  payable  in  a  lump  sum 
unless  it  is  a  commutation  of,  or  a  sutstitute  for,  periodic  pay- 
ments) which  is  based,  in  whole  or  in  part,  upon  the  active  mil- 
itary or  naval  service  of  such  veteran  on  or  after  July  25,  1947, 
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and  prior  to  January  1,  1957,  is  determined  by  any  agency  or 
wholly  owned  instrumentality  of  the  United  States  (other  than 
the  Veterans'  Administration)  to  be  payable  by  it  under  any 
other  law  of  the  United  States  or  under  a  system  established 
by  such  agency  or  instrumentality. 
The  provisions  of  clause  (B)  shall  not  apply  in  the  case  of  any 
monthly  benefit  or  lump-sum  death  payment  under  this  title  if  its 
application  would  reduce  by  $0.50  or  less  the  primary  insurance 
amount  (as  computed  under  section  215  prior  to  any  recomputation 
thereof  pursuant  to  subsection  (f)  of  such  section)  of  the  individual 
on  whose  wages  and  self-employment  income  such  benefit  or  pay- 
ment is  based.  The  provisions  of  clause  (B)  shall  also  not  apply  for 
purposes  of  section  216(i)(3).  In  the  case  of  monthly  benefits  under 
this  title  for  months  after  December  1956  (and  any  lump-sum  death 
payment  under  this  title  with  respect  to  a  death  occurring  after 
December  1956)  based  on  the  wages  and  self-employment  income  of 
a  veteran  who  performed  service  (as  a  member  of  a  uniformed  serv- 
ice) to  which  the  provisions  of  section  210(1)(1)  are  applicable,  wages 
which  would,  but  for  the  provisions  of  clause  (B),  be  deemed  under 
this  subsection  to  have  been  paid  to  such  veteran  with  respect  to 
his  active  military  or  naval  service  performed  after  December  1950 
shall  be  deemed  to  have  been  paid  to  him  with  respect  to  such  serv- 
ice notwithstanding  the  provision  of  such  clause,  but  only  if  the 
benefits  referred  to  in  such  clause  which  are  based  (in  whole  or  in 
part)  on  such  services  are  payable  solely  by  the  Army,  Navy,  Air 
Force,  Marine  Corps,  Coast  Guard,  Coast  and  Geodetic  Survey,  Na- 
tional Oceanic  and  Atmospheric  Administration  corps,  or  public 
Health  Service. 

(2)  Upon  application  for  benefits  or  a  lump-sum  death  payment 
on  the  basis  of  the  wages  and  self-employment  income  of  any  veter- 
an, the  Secretary  [of  Health,  Education,  and  Welfare]  shall  make 
a  decision  without  regard  to  clause  (B)  of  paragraph  (1)  of  this  sub- 
section unless  he  has  been  notified  by  some  other  agency  or  instru- 
mentality of  the  United  States  that,  on  the  basis  of  the  military  or 
naval  service  of  such  veteran  on  or  after  July  25,  1947,  and  prior  to 
January  1,  1957,  a  benefit  described  in  clause  (B)  of  paragraph  (1) 
has  been  determined  by  such  agency  or  instrumentality  to  be  pay- 
able by  it.  If  he  has  not  been  so  notified,  the  Secretary  [of  Health, 
Education,  and  Welfare]  shall  then  ascertain  whether  some  other 
agency  or  wholly  owned  instrumentality  of  the  United  States  has 
decided  that  a  benefit  described  in  clause  (B)  of  paragraph  (1)  is 
payable  by  it.  If  any  such  agency  or  instrumentality  has  decided,  or 
thereafter  decides,  that  such  a  benefit  is  payable  by  it,  it  shall  so 
notify  the  Secretary  [of  Health,  Education,  and  Welfare,]  and  the 
Secretary  shall  certify  no  further  benefits  for  payment  or  shall  re- 
compute the  amount  of  any  further  benefits  payable,  as  may  be  re- 
quired by  paragraph  (1)  of  this  subsection. 

(3)  Any  agency  or  wholly  owned  instrumentality  of  the  United 
States  which  is  authorized  by  any  law  of  the  United  States  to  pay 
benefits,  or  has  a  system  of  benefits  which  are  based,  in  whole  or  in 
part,  on  military  or  naval  service  on  or  after  July  25,  1947,  and 
prior  to  January  1,  1957,  shall,  at  the  request  of  the  Secretary  [of 
Health,  Education,  and  Welfare,]  certify  to  him,  with  respect  to 
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any  veteran,  such  information  as  the  Secretary  deems  necessary  to 
carry  out  his  funcitions  under  paragraph  (2)  of  this  subsection. 

(f)(1)  In  any  case  where  a  World  War  II  veteran  (as  defined  in 
subsection  (d)(2))  or  a  veteran  (as  defined  in  subsection  (e)(4))  has 
died  or  shall  hereafter  die,  and  his  or  her  surviving  spouse  or  child 
is  entitled  under  subchapter  III  of  chapter  83  of  title  5,  United 
States  Code,  to  an  annuity  in  the  computation  of  which  his  or  her 
active  military  or  naval  service  was  included,  clause  (B)  of  subsec- 
tion (a)(1)  or  clause  (B)  of  subsection  (e)(1)  shall  not  operate  (solely 
by  reason  of  such  annuity)  to  make  such  subsection  inapplicable  in 
the  case  of  any  monthly  benefit  under  section  202  which  is  based 
on  his  or  her  wages  and  self-employment  income;  except  that  no 
such  surviving  spouse  or  child  shall  be  entitled  under  section  202  to 
any  monthly  benefit  in  the  computation  of  which  such  service  is 
included  by  reason  of  this  subsection  (A)  unless  such  surviving 
spouse  or  child  after  December  1956  waives  his  or  her  right  to  re- 
ceive such  annuity,  or  (B)  for  any  month  prior  to  the  first  month 
with  respect  to  which  the  [Civil  Service  Commission]  Director  of 
the  Office  of  Personnel  Management  certifies  to  the  Secretary  [of 
Health,  Education,  and  Welfare]  that  (by  reason  of  such  waiver) 
no  further  annuity  will  be  paid  to  such  surviving  spouse  or  child 
under  such  subchapter  III  on  the  basis  of  such  veteran's  military  or 
civilian  service.  Any  such  waiver  shall  be  irrevocable. 

******* 

VOLUNTARY  AGREEMENTS  FOR  COVERAGE  OF  STATE  AND  LOCAL 

EMPLOYEES 

Purpose  of  Agreement 

Sec.  218.  (a)(1)  The  Secretary  [of  Health,  Education,  and  Wel- 
fare] shall,  at  the  request  of  any  State,  enter  into  an  agreement 
with  such  State  for  the  purpose  of  extending  the  insurance  system 
established  by  this  title  to  services  performed  by  individuals  as  em- 
ployees of  such  State  or  any  political  subdivision  thereof.  Each 
such  agreement  shall  contain  such  provisions,  not  inconsistent  with 
the  provisions  of  this  section,  as  the  State  may  request. 

******* 
Services  Covered 

(0(1)  *  *  *. 

*  *  *  *  *  *  * 

(4)  The  Secretary  [of  Health,  Education,  and  Welfare]  shall,  at 
the  request  of  any  State,  modify  the  agreement  with  such  State  so 
as  to  (A)  include  any  coverage  group  to  which  the  agreement  did 
not  previously  apply,  or  (B)  include,  in  the  case  of  any  coverage 
group  to  which  the  agreement  applies,  services  previously  excluded 
from  the  agreement;  but  the  agreement  as  to  modified  may  not  be 
inconsistent  with  the  provisions  of  this  section  applicable  in  the 
case  of  an  original  agreement  with  a  State.  A  modification  of  an 
agreement  pursuant  to  clause  (B)  of  the  preceding  sentence  may 
apply  to  individuals  to  whom  paragraph  (3)(B)  is  applicable  (wheth- 
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er  or  not  the  previous  exclusion  of  the  service  of  such  individuals 
was  pursuant  to  such  paragraph),  but  only  if  such  individuals  are, 
on  the  effective  date  specified  in  such  modification,  ineligible  to  be 
members  of  any  retirement  system  or  if  the  modification  with  re- 
spect to  such  individuals  is  pursuant  to  subsection  (d)(3). 

*  *  *  *  «  «  * 

Positions  Covered  By  Retirement  Systems 
(d)  (1)  *  *  * 

******* 

(3)  Notwithstanding  paragraph  (1),  an  agreement  with  a  State 
may  be  made  applicable  (either  in  the  original  agreement  or  by 
any  modification  thereof)  to  service  performed  by  employees  in  po- 
sitions covered  by  a  retirement  system  (including  positions  speci- 
fied in  paragraph  (4)  but  not  including  positions  excluded  by  pursu- 
ant to  paragraph  (5)),  if  the  governor  of  the  State,  or  an  official  of 
the  State  designated  by  him  for  the  purpose,  certifies  to  the  Secre- 
tary [of  Health,  Education,  and  Welfare]  that  the  following  condi- 
tions have  been  met: 

(A)  A  referendum  by  secret  written  ballot  was  held  on  the 
question  of  whether  service  in  positions  covered  by  such  retire- 
ment system  should  be  excluded  from  or  included  under  an 
agreement  under  this  section; 

(B)  An  opportunity  to  vote  in  such  referendum  was  given 
(and  was  limited)  to  eligible  employees; 

(C)  Not  less  than  ninety  days'  notice  of  such  referendum  was 
given  to  all  such  employees; 

(D)  Such  referendum  was  conducted  under  the  supervision  of 
the  governor  or  an  agency  or  individual  designated  by  him; 
and 

(E)  A  majority  of  the  eligible  employees  voted  in  favor  of  in- 
cluding service  in  such  positions  under  an  agreement  under 
this  section. 

An  employee  shall  be  deemed  an  "eligible  employee''  for  purposes 
of  any  referendum  with  respect  to  any  retirement  system  if,  at  the 
time  such  referendum  was  held,  he  was  in  a  position  covered  by 
such  retirement  system  and  was  a  member  of  such  system,  and  if 
he  was  in  such  a  position  at  the  time  notice  of  such  referendum 
was  given  as  required  by  clause  (C)  of  the  preceding  sentence; 
except  that  he  shall  not  be  deemed  an  "eligible  employee"  if,  at  the 
time  the  referendum  was  held,  he  was  in  a  position  to  which  the 
State  agreement  already  applied,  or  if  he  was  in  a  position  ex- 
cluded by  or  pursuant  to  paragraph  (5).  No  referendum  with  re- 
spect to  a  retirement  system  shall  be  valid  for  purposes  of  this 
paragraph  unless  held  within  the  two-year  period  which  ends  on 
the  date  of  execution  of  the  agreement  or  modification  which  ex- 
tends the  insurance  system  established  by  this  title  to  such  retire- 
ment system,  nor  shall  any  referendum  with  respect  to  a  retire- 
ment system  be  valid  for  purposes  of  this  paragraph  if  held  less 
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than  one  year  after  the  last  previous  referendum  held  with  respect 
to  such  retirement  system. 

«  *  *  «  *  *  * 

(7)  The  certification  by  the  governor  (or  an  official  of  the  State 
designated  by  him  for  the  purpose)  required  under  paragraph  (3) 
shall  be  deemed  to  have  been  made,  in  the  case  of  a  division  or 
part  (created  under  subparagraph  (C)  of  paragraph  (6)  or  the  corre- 
sponding provision  of  prior  law)  consisting  of  the  positions  of  mem- 
bers of  a  retirement  system  who  desire  coverage  under  the  agree- 
ment under  this  section,  if  the  governor  (or  the  official  so  designat- 
ed) certifies  to  the  Secretary  [of  Health,  Education,  and  Welfare] 
that— 

(A)  an  opportunity  to  vote  by  written  ballot  on  the  question 
of  whether  they  wish  to  be  covered  under  an  agreement  under 
this  section  was  given  to  all  individuals  who  were  members  of 
such  system  at  the  time  the  vote  was  held; 

(B)  not  less  than  ninety  days'  notice  of  such  vote  was  given 
to  all  individuals  who  were  members  of  such  system  on  the 
date  the  notice  was  issued; 

(C)  the  vote  was  conducted  under  the  supervision  of  the  gov- 
ernor or  an  agency  or  individual  designated  by  him;  and 

(D)  such  system  was  divided  into  two  parts  or  divisions  in  ac- 
cordance with  the  provisions  of  subaragraphs  (C)  and  (D)  of 
paragraph  (6)  or  the  corresponding  provision  of  prior  law. 

For  purposes  of  this  paragraph,  an  individual  in  a  position  to 
which  the  State  agreement  already  applied  or  in  a  position  ex- 
cluded by  or  pursuant  to  paragraph  (5)  shall  not  be  considered  a 
member  of  the  retirement  system. 

*  *  *  *  *  *  « 

Deposits  in  Trust  Fund;  Adjustments 

(h)(1)  All  amounts  received  by  the  Secretary  of  the  Treasury 
under  an  agreement  made  pursuant  to  this  section  shall  be  deposit- 
ed in  the  Trust  Funds  and  the  Federal  Hospital  Insurance  Trust 
Fund  in  the  ratio  in  which  amounts  are  appropriated  to  such 
Funds  pursuant  to  subsection  (a)(3)  of  setion  201,  subsection  (b)(1)  of 
such  section,  and  subsection  (a)(1)  of  section  1817,  respectively. 

(2)  If  more  or  less  than  the  correct  amount  due  under  an  agree- 
ment made  pursuant  to  this  section  is  paid  with  respect  to  any  pay- 
ment of  remuneration,  proper  adjustments  with  respect  to  the 
amount  due  under  such  agreement  shall  be  made,  without  interest, 
in  such  manner  and  at  such  times  as  may  be  prescribed  by  regula- 
tions of  the  Secretary  [of  Health,  Education,  and  Welfare] . 

(3)  If  an  overpayment  cannot  be  adjusted  under  paragraph  (2), 
the  amount  thereof  and  the  time  or  times  it  is  to  be  paid  shall  be 
certified  by  the  Secretary  [of  Health,  Education,  and  Welfare]  to 
the  Managing  Trustee,  and  the  Managing  Trustee,  through  the 
Fiscal  Service  of  the  Treasury  Department  and  prior  to  any  action 
thereon  by  the  General  Accounting  Office,  shall  make  payent  in  ac- 
cordance with  such  certification.  The  Managing  Trustee  shall  not 
be  held  personally  liable  for  any  payment  or  payments  made  in  ac- 
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cordance  with  a  certification  by  the  Secretary  [of  Health,  Educa- 
tion, and  Welfare] . 

Regulations 

(i)  Regulations  of  the  Secretary  [of  Health,  Education,  and  Wel- 
fare] to  carry  out  the  purposes  of  this  section  shall  be  designed  to 
make  the  requirements  imposed  on  States  pursuant  to  this  section 
the  same,  so  far  as  practicable,  as  those  imposed  on  employers  pur- 
suant to  this  title  and  [subchapter  A  or  E  of  chapter  9  of  the  In- 
ternal Revenue  Code]  chapter  21  and  subtitle  F  of  the  Internal 
Revenue  Code  of  1954. 

Failure  To  Make  Payments 

(j)  In  case  any  State  does  not  make,  at  the  time  or  times  due,  the 
payments  provided  for  under  an  agreement  pursuant  to  this  sec- 
tion, there  shall  be  added,  as  part  of  the  amounts  due,  interest  at 
the  rate  of  6  per  centum  per  annum  from  the  date  due  until  paid, 
and  the  Secretary  [of  Health,  Education,  and  Welfare]  may,  in 
his  discretion,  deduct  such  amounts  plus  interest  from  any 
amounts  certified  by  him  to  the  Secretary  of  the  Treasury  for  pay- 
ment to  such  State  under  any  other  provision  of  this  Act.  Amounts 
so  deducted  shall  be  deemed  to  have  been  paid  to  the  State  under 
such  other  provision  of  this  Act.  Amounts  equal  to  the  amounts  de- 
ducted under  this  subsection  are  hereby  appropriated  to  the  Trust 
Funds  in  the  ratio  in  which  amounts  are  deposited  in  such  Funds 
pursuant  to  subsection  (h)(1). 

Instrumentalities  of  Two  or  More  States 

(k)(l)  The  Secretary  [of  Health,  Education,  and  Welfare]  may, 
at  the  request  of  any  instrumentality  of  two  or  more  States,  enter 
into  an  agreement  with  such  instrumentality  for  the  purpose  of  ex- 
tending the  insurance  system  established  by  this  title  to  services 
performed  by  individuals  as  employees  of  such  instrumentality. 
Such  agreement,  to  the  extent  practicable,  shall  be  governed  by  the 
provisions  of  this  section  applicable  in  the  case  of  an  agreement 
with  a  State. 

******* 

Delegation  of  Functions 

(1)  The  Secretary  [of  Health,  Education,  and  Welfare]  is  author- 
ized, pursuant  to  agreement  with  the  head  of  any  Federal  agency, 
to  delegate  any  of  his  functions  under  this  section  to  any  officer  or 
employee  of  such  agency  and  otherwise  to  utilize  the  services  and 
facilities  of  such  agency  in  carrying  out  such  functions,  and  pay- 
ment therefor  shall  be  in  advance  or  by  way  of  reimbursement,  as 
may  be  provided  in  such  agreement. 

******* 
Policemen  and  Firemen  in  Certain  States 


(p)(l)*  *  * 
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(2)  A  State,  not  otherwise  listed  by  name  in  paragraph  (1),  shall 
be  deemed  to  be  a  State  listed  in  such  paragraph  for  the  purpose  of 
extending  coverage  under  this  title  to  service  in  firemen's  positions 
covered  by  a  retirement  system,  if  the  governor  of  the  State,  or  an 
official  of  the  State  designated  by  him  for  the  purpose,  certifies  to 
the  Secretary  [of  Health,  Education,  and  Welfare]  that  the  over- 
all benefit  protection  of  the  employees  in  such  positions  would  be 
improved  by  reason  of  the  extension  of  such  coverage  to  such  em- 
ployees. Notwithstanding  the  provisions  of  the  second  sentence  of 
such  paragraph  (1),  such  firemen's  positions  shall  be  deemed  a  sep- 
arate retirement  system  and  no  other  positions  shall  be  included  in 
such  system. 

******* 
Time  Limitations  on  Assessments 

(qXD*  *  * 

******* 

(4)  An  assessment  of  an  amount  due  made  by  the  Secretary  after 
the  expiration  of  the  period  specified  in  paragraph  (2)  shall  never- 
theless be  deemed  to  have  been  made  within  such  period  if— 

(A)  before  the  expiration  of  such  period  (or,  if  it  has  previous- 
ly been  extended  under  this  paragraph,  of  such  period  as  so  ex- 
tended), the  State  and  the  Secretary  agree  in  writing  to  an  ex- 
tension of  such  period  (or  extended  period)  and,  subject  to  such 
conditions  as  may  be  agreed  upon,  the  Secretary  makes  the  as- 
sessment prior  to  the  expiration  of  such  extension;  or 

(B)  within  the  365  days  immediately  preceding  the  expiration 
of  such  period  (or  extended  period)  the  State  pays  to  the  Secre- 
tary of  the  Treasury  less  than  the  correct  amount  due  under 
an  agreement  pursuant  to  this  section  with  respect  to  wages 
paid  to  individuals  in  a  calendar  year  as  members  of  a  cover- 
age group,  and  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  makes  the  assessment,  ad- 
justed to  take  into  account  the  amount  paid  by  the  State,  no 
later  than  the  365th  day  after  the  day  the  State  made  payment 
to  the  Secretary  of  the  Treasury;  but  the  Secretary  of  [Health, 
Education,  and  Welfare]  Health  and  Human  Services  shall 
make  such  assessment  only  with  respect  to  the  wages  paid  to 
such  individuals  in  such  calendar  year  as  members  of  such  cov- 
erage group;  or 

(C)  pursuant  to  subparagraph  (A)  or  (B)  of  section  205(c)(5)  he 
includes  in  his  records  an  entry  with  respect  to  wages  for  an 
individual,  but  only  if  such  assessment  is  limited  to  the 
amount  due  with  respect  to  such  wages  and  is  made  within  the 
period  such  entry  could  be  made  in  such  records  under  such 
subparagraph. 

(6)  The  Secretary  shall  accept  wage  reports  filed  by  a  State  under 
an  agreement  pursuant  to  this  section  or  regulations  of  the  Secre- 
tary thereunder,  after  the  expiration  of  the  period  specified  in 
paragraph  (2)  or  such  period  as  extended  pursuant  to  paragraph  (4), 
with  respect  to  wages  which  are  paid  to  individuals  performing 
services  as  employees  in  a  coverage  group  included  in  the  agree- 
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ment  and  for  payment  in  connection  with  which  the  State  is  not 
liable  by  reason  of  paragraph  (2),  only  if  the  State — 

(A)  pays  to  the  Secretary  of  the  Treasury  the  amount  due 
under  such  agreement  with  respect  to  such  wages,  and 

(B)  agrees  in  writing  with  the  Secretary  of  [Health,  Educa- 
tion, and  Welfare]  Health  and  Human  Services  to  an  exten- 
sion of  the  period  specified  in  paragraph  (2)  with  respect  to 
wages  paid  to  all  individuals  performing  services  as  employees 
in  such  coverage  group  in  the  period  or  periods  designated  by 
the  State  in  such  wage  reports  as  the  period  or  periods  in 
which  such  wages  were  paid.  If  the  State  so  agrees,  the  period 
specified  in  paragraph  (2),  or  such  period  as  extended  pursuant 
to  paragraph  (4),  shall  be  extended  until  such  time  as  the  Sec- 
retary notifies  the  State  that  such  wage  reports  have  been  ac- 
cepted. 

******* 

Time  Limitation  on  Credits  and  Refunds 

(r)(l)  No  credit  or  refund  of  an  overpayment  by  a  State  under  an 
agreement  pursuant  to  this  section  with  respect  to  wages  paid  or 
alleged  to  have  been  paid  to  an  individual  as  a  member  of  a  cover- 
age group  in  a  calendar  year  shall  be  allowed  after  the  expiration 
of  the  latest  of  the  following  periods — 

(A)  three  years,  three  months,  and  fifteen  days  after  the  year 
in  which  such  wages  were  paid  or  alleged  to  have  been  paid,  or 

(B)  three  years  after  the  date  the  payment  which  included 
such  overpayment  became  due  under  such  agreement  with  re- 
spect to  the  wages  paid  or  alleged  to  have  been  paid  to  such 
individual  as  a  member  of  such  coverage  group  in  such  calen- 
dar year,  or 

(C)  two  years  after  such  overpayment  was  made  to  the  Secre- 
tary of  the  Treasury,  or 

(D)  three  years,  three  months,  and  fifteen  days  after  the  year 
following  the  year  in  which  this  subsection  is  enacted, 

unless  prior  to  the  expiration  of  such  period  a  claim  for  such  credit 
or  refund  is  filed  with  the  Secretary  of  [Health,  Education,  and 
Welfare]  Health  and  Human  Services  by  the  State. 

******  * 

DISABIUTY  DETERMINATIONS 

Sec.  221.  (a)(1)  *  *  * 

******* 

(d)  [Any]  (V  Except  in  cases  to  which  paragraph  (2)  applies,  any 
individual  dissatisfied  with  any  determination  under  subsection  (a), 
(b),  (c),  or  (g)  shall  be  entitled  to  a  hearing  thereon  by  the  Secretary 
to  the  same  extent  as  is  provided  in  section  205(b)  with  respect  to 
decisions  of  the  Secretary,  and  to  judicial  review  of  the  Secretary's 
final  decision  after  such  hearing  as  is  provided  in  section  205(g). 
(2)(A)  In  any  case  where — 

(i)  an  individual  is  a  recipient  of  disability  insurance  bene- 
fits, child's,  widow's,  or  widower's  insurance  benefits  based  on 
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disability,  mother's  or  father's  insurance  benefits  based  on  the 
disability  of  the  mother's  or  father's  child  who  has  attained  age 
16,  or  benefits  under  title  XVIII  based  on  disability,  and 

(ii)  the  physical  or  mental  impairment  on  the  basis  of  which 
such  benefits  are  payable  is  determined  by  a  State  agency  (or 
the  Secretary  in  a  case  to  which  subsection  (g)  applies)  to  have 
ceased,  not  to  have  existed,  or  to  no  longer  be  disabling, 

such  individual  shall  be  entitled  to  notice  and  opportunity  for 

review  as  provided  in  this  paragraph. 
(B)(i)  Any  determination  referred  to  in  subparagraph  (A)(ii) — 

(I)  which  has  been  prepared  for  issuance  under  this  section  by 
a  State  agency  (or  the  Secretary)  for  the  purpose  of  providing  a 
basis  for  a  decision  of  the  Secretary  with  regard  to  the  individ- 
ual's continued  rights  to  benefits  under  this  title  (including  any 
decision  as  to  whether  an  individual's  rights  to  benefits  are  ter- 
minated or  otherwise  changed),  and 

(II)  which  is  in  whole  or  in  part  unfavorable  to  such  individ- 
ual, 

shall  remain  pending  until  after  the  notice  and  opportunity  for 
review  provided  in  this  subparagraph. 

(ii)  Any  such  pending  determination  shall  contain  a  statement  of 
the  case,  in  understandable  language,  setting  forth  a  discussion  of 
the  evidence  and  stating  such  determination,  the  reason  or  reasons 
upon  which  such  determination  is  based,  the  right  to  a  review  of 
such  determination  (including  the  right  to  make  a  personal  appear- 
ance as  provided  in  this  subparagraph),  the  right  to  submit  addi- 
tional evidence  prior  to  or  during  such  review  as  provided  in  this 
clause,  and  that,  if  such  review  is  not  requested,  the  individual  will 
not  be  entitled  to  a  hearing  on  such  determination  and  such  deter- 
mination will  be  the  disability  determination  upon  which  the  final 
decision  of  the  Secretary  on  entitlement  will  be  based.  Such  state- 
ment of  the  case  shall  be  transmitted  in  writing  to  such  individual. 
Upon  request  by  any  such  individual,  or  by  a  wife,  divorced  wife, 
widow,  surviving  divorced  wife,  surviving  divorced  mother,  hus- 
band, divorced  husband,  widower,  surviving  divorced  husband,  sur- 
viving divorced  father,  child,  or  parent,  who  makes  a  showing  in 
writing  that  his  or  her  rights  may  be  prejudiced  by  such  determina- 
tion, he  or  she  shall  be  entitled  to  a  review  by  the  State  agency  (or 
the  Secretary  in  a  case  to  which  subsection  (g)  applies)  of  such  deter- 
mination, including  the  right  of  such  individual  to  make  a  personal 
appearance,  and  may  submit  additional  evidence  for  purposes  of 
such  review  prior  to  or  during  such  review.  Any  such  request  must 
be  filed  within  30  days  after  notice  of  the  pending  determination  is 
received  by  the  individual  making  such  request.  Any  review  carried 
out  by  a  State  agency  under  this  subpargraph  shall  be  made  in  ac- 
cordance with  the  pertinent  provisions  of  this  title  and  regulations 
thereunder. 

(Hi)  A  review  under  this  subparagraph  shall  include  a  review  of 
evidence  and  medical  history  in  the  record  at  the  time  such  disabil- 
ity determination  is  pending,  shall  examine  any  new  medical  evi- 
dence submitted  or  obtained  for  purposes  of  the  review,  and  shall 
afford  the  individual  requesting  the  review  the  opportunity  to  make 
a  personal  appearance  with  respect  to  the  case  at  a  place  which  is 
reasonably  accessible  to  such  individual. 
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(iv)  On  the  basis  of  the  review  carried  out  under  this  subpara- 
graph, the  State  agency  (or  the  Secretary  in  a  case  to  which  subsec- 
tion (g)  applies)  shall  affirm  or  modify  the  pending  determination 
and  issue  the  pending  determination,  as  so  affirmed  or  modified,  as 
the  disability  determination  under  subsection  (a),  (c),  (g),  or  (h)  (as 
applicable). 

(C)  Any  disability  determination  described  in  subparagraph  (A)(ii) 
which  is  issued  by  the  State  agency  (or  the  Secretary)  and  which  is 
in  whole  or  in  part  unfavorable  to  the  individual  requesting  the 
review  shall  contain  a  statement  of  the  case,  in  understandable  lan- 
guage, setting  forth  a  discussion  of  the  evidence,  and  stating  the  de- 
termination, the  reason  or  reasons  upon  which  the  determination  is 
based,  the  right  (in  the  case  of  an  individual  who  has  exercised  the 
right  to  review  under  subparagraph  (B))  of  such  individual  to  a 
hearing  under  subparagraph  (D),  and  the  right  to  submit  additional 
evidence  prior  to  or  at  such  a  hearing.  Such  statement  of  the  case 
shall  be  transmitted  in  writing  to  such  individual  and  his  or  her 
representative  (if  any). 

(D) (i)  An  individual  who  has  exercised  the  right  to  review  under 
subparagraph  (B)  and  who  is  dissatisfied  with  the  disability  deter- 
mination referred  to  in  subparagraph  (C)  shall  be  entitled  to  a  hear- 
ing thereon  to  the  same  extent  as  is  provided  in  section  205(b)  with 
respect  to  decisions  of  the  Secretary  on  which  hearings  are  required 
under  such  section,  and  to  judicial  review  of  the  Secretary's  final 
decision  after  such  hearing  as  is  provided  in  section  205(g).  Nothing 
in  this  section  shall  be  construed  to  deny  an  individual  his  or  her 
right  to  notice  and  opportunity  for  hearing  under  section  205(b)  with 
respect  to  matters  other  than  the  determination  referred  to  in  sub- 
paragraph (A)(ii). 

(ii)  Any  hearing  referred  to  in  clause  (i)  shall  be  held  before  an 
administrative  law  judge  who  has  been  duly  appointed  in  accord- 
ance with  section  3105  of  title  5,  United  States  Code. 

(e)  Each  State  which  is  making  disability  determinations  under 
subsection  (a)(1)  under  this  section  shall  be  entitled  to  receive  from 
the  Trust  Funds,  in  advance  or  by  way  of  reimbursement,  as  deter- 
mined by  the  Secretary,  the  cost  to  the  State  of  making  disability 
determinations  under  subsection  (a)(1).  The  Secretary  shall  from 
time  to  time  certify  such  amount  as  is  necessary  for  this  purpose  to 
the  Managing  Trustee,  reduced  or  increased,  as  the  case  may  be,  by 
any  sum  (for  which  adjustment  hereunder  has  not  previously  been 
made)  by  which  the  amount  certified  for  any  prior  period  was 
greater  or  less  than  the  amount  which  should  have  been  paid  to 
the  State  under  this  subsection  for  such  period;  and  the  Managing 
Trustee,  prior  to  audit  or  settlement  by  the  General  Accounting 
Office,  shall  make  payment  from  the  Trust  Funds  at  the  time  or 
times  fixed  by  the  Secretary,  in  accordance  with  such  certification. 
Appropriate  adjustments  between  the  Federal  Old-Age  and  Survi- 
vors Insurance  Trust  Fund  and  the  Federal  Disability  Insurance 
Trust  Fund  with  respect  to  the  payments  made  under  this  subsec- 
tion shall  be  made  in  accordance  with  paragraph  (1)  of  subsection 
(g)  of  section  201  (but  taking  into  account  any  refunds  under  sub- 
section (f)  of  this  section)  to  insure  that  the  [Federal  Disability 
Trust  Fund  is  charged]  Federal  Disability  Insurance  Trust  Fund  is 
charged  with  all  expenses  incurred  which  are  attributable  to  the 
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administration  of  section  223  and  the  Federal  Old-Age  and  Survi- 
vors Insurance  Trust  Fund  is  charged  with  all  other  expenses. 

[(i)3  (hXD  In  any  case  where  an  individual  is  or  has  been  deter- 
mined to  be  under  a  disability,  the  case  shall  be  reviewed  by  the 
applicable  State  agency  or  the  Secretary  (as  may  be  appropriate), 
for  purposes  of  continuing  eligibility,  at  least  once  every  3  years, 
subject  to  paragraph  (2);  except  that  where  a  finding  has  been 
made  that  such  disability  is  permanent,  such  reviews  shall  be  made 
at  such  times  as  the  Secretary  determines  to  be  appropriate.  Re- 
views of  cases  under  the  preceding  sentence  shall  be  in  addition  to, 
and  shall  not  be  considered  as  a  substitute  for,  any  other  reviews 
which  are  required  or  provided  for  under  or  in  the  administration 
of  this  title. 

(2)  The  requirement  of  paragraph  (1)  that  cases  be  reviewed  at 
least  every  3  years  shall  not  apply  to  the  extent  that  the  Secretary 
determines,  on  a  State-by-State  basis,  that  such  requirement  should 
be  waived  to  insure  that  only  the  appropriate  number  of  such  cases 
are  reviewed.  The  Secretary  shall  determine  the  appropriate 
number  of  cases  to  be  reviewed  in  each  State  after  consultation 
with  the  State  agency  performing  such  reviews,  based  upon  the 
backlog  of  pending  reviews,  the  projected  number  of  new  applica- 
tions for  disability  insurance  benefits,  and  the  current  and  project- 
ed staffing  levels  of  the  State  agency,  but  the  Secretary  shall  pro- 
vide for  a  waiver  of  such  requirement  only  in  the  case  of  a  State 
which  makes  a  good  faith  effort  to  meet  proper  staffing  require- 
ments for  the  State  agency  and  to  process  case  reviews  in  a  timely 
fashion.  The  Secretary  shall  report  annually  to  the  Committee  on 
Finance  of  the  Senate  and  the  Committee  on  Ways  and  Means  of 
the  House  of  Representatives  with  respect  to  the  determinations 
made  by  the  Secretary  under  the  preceding  sentence. 

(3)  The  Secretary  shall  report  semiannually  to  the  Committee  on 
Finance  of  the  Senate  and  the  Committee  on  Ways  and  Means  of 
the  House  of  Representatives  with  respect  to  the  number  of  re- 
views of  continuing  disability  carried  out  under  paragraph  (1),  the 
number  of  such  reviews  which  result  in  an  initial  termination  of 
benefits,  the  number  of  requests  for  reconsideration  of  such  initial 
termination  or  for  a  hearing  with  respect  to  such  termination 
under  subsection  (d),  or  both,  and  the  number  of  such  initial  termi- 
nations which  are  overturned  as  the  result  of  a  reconsideration  or 
hearing. 

(i)  A  determination  under  subsection  (a),  (c),  (g),  or  (h)  that  an  in- 
dividual is  not  under  a  disability  by  reason  of  a  mental  impairment 
shall  be  made  only  if,  before  its  issuance  by  the  State  (or  the  Secre- 
tary), a  qualified  psychiatrist  or  psychologist  who  is  employed  by  the 
State  agency  or  the  Secretary  (or  whose  services  are  contracted  for  by 
the  state  agency  or  the  Secretary)  has  completed  the  medical  portion 
of  the  case  review,  including  any  applicable  residual  functional  ca- 
pacity assessment. 

(j)  The  Secretary  shall  prescribe  regulations  which  set  forth,  in 
detail — 

(1)  the  standards  to  be  utilized  by  State  disability  determina- 
tion services  and  Federal  personnel  in  determining  when  a  con- 
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sultative  examination  should  be  obtained  in  connection  with 

disability  determinations; 
(2)  standards  for  the  type  of  referral  to  be  made;  and 
(2)  procedures  by  which  the  Secretary  will  monitor  both  the 

referral  processes  used  and  the  product  of  professionals  to 

whom  cases  are  referred. 
Nothing  in  this  subsection  shall  be  construed  to  preclude  the  issu- 
ance, in  accordance  with  section  533(b)(A)  of  title  5,  United  States 
Code,  of  interpretive  rules,  general  statements  of  policy,  and  rules  of 
agency  organization  relating  to  consultative  examination  if  such 
rules  and  statements  are  consistent  with  such  regulations. 

REHABILITATION  SERVICES 

Referral  for  Rehabilitation  Services 

Sec.  222.  (a)  It  is  hereby  declared  to  be  the  policy  of  the  Congress 
that  disabled  individuals  applying  for  a  determination  of  disability, 
and  disabled  individuals  who  are  entitled  to  child's  insurance  bene- 
fits, widow's  insurance  benefits,  or  widower's  insurance  benefits, 
shall  be  promptly  referred  to  the  State  agency  or  agencies  adminis- 
tering of  supervising  the  administration  of  the  State  plan  approved 
under  [the  Vocational  Rehabilitation  Act]  title  I  of  the  Rehabili- 
tation Act  of  1973  for  necessary  vocational  rehabilitation  services, 
to  the  end  that  the  maximum  number  of  such  individuals  may  be 
rehabilitated  into  productive  activity. 

Deductions  on  Account  of  Refusal  To  Accept  Rehabilitation 

Services 

(b)(1)  Deductions,  in  such  amounts  and  at  such  time  or  times  as 
the  Secretary  shall  determine,  shall  be  made  from  any  payment  or 
payments  under  this  title  to  which  an  individual  is  entitled,  until 
the  total  of  such  deductions  equals  such  individual's  benefit  or 
benefits  under  sections  202  and  223  for  any  month  in  which  such 
individual,  if  a  child  who  has  attained  the  age  of  eighteen  and  is 
entitled  to  child's  insurance  benefits,  a  widow,  widower,  surviving 
divorced  wife,  or  surviving  divorced  husband  who  has  not  attained 
age  60,  or  an  individual  entitled  to  disability  insurance  benefits,  re- 
fuses without  good  cause  to  accept  rehabilitation  services  available 
to  him  under  a  State  plan  approved  under  [the  Vocational  Reha- 
bilitation Act]  title  I  of  the  Rehabilitation  Act  of  1973.  Any  indi- 
vidual who  is  a  member  or  adherent  of  any  recognized  church  or 
religious  sect  which  teaches  its  members  or  adherents  to  rely 
solely,  in  the  treatment  and  cure  of  any  physical  or  mental  impair- 
ment, upon  prayer  or  spiritual  means  through  the  application  and 
use  of  the  tenets  or  teachings  of  such  church  or  sect,  and  who, 
solely  because  of  his  adherence  to  the  teachings  or  tenets  of  such 
church,  or  sect,  refuses  to  accept  rehabilitation  services  available  to 
him  under  a  State  plan  approved  under  [the  Vocational  Rehabili- 
tation Act]  title  I  of  the  Rehabilitation  Act  of  1973,  shall,  for  the 
purposes  of  the  first  sentence  of  this  subsection,  be  deemed  to  have 
done  so  good  cause. 
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(3)  Deductions  shall  be  made  from  any  wife's,  husband's,  or 
child's  insurance  benefit,  based  on  the  wages  and  self-employment 
income  of  an  individual  entitled  to  disability  insurance  benefits,  to 
which  a  wife,  divorced  wife,  husband,  divorced  husband,  or  child  is 
entitled,  until  the  total  of  such  deductions  [equal]  equals  such 
wife's,  husband's,  or  child's  insurance  benefit  or  benefits  under  sec- 
tion 202  for  any  month  in  which  the  individual,  on  the  basis  of 
whose  wages  and  self-emplojnnent  income  such  benefit  was  pay- 
able, refuses  to  accept  rehabilitation  services  and  deductions,  on  ac- 
count of  such  refusal,  are  imposed  under  paragraph  (1). 

(4)  The  provisions  of  paragraph  (1)  shall  not  apply  to  any  child 
entitled  to  benefits  under  section  202(d),  if  he  has  attained  the  age 
of  18  but  has  not  attained  the  age  of  22,  for  any  month  during 
which  he  is  a  full-time  elementary  or  secondary  school  student  (as 
defined  and  determined  under  section  202(d)). 

Costs  of  Rehabilitation  Services  from  Trust  Funds 

(d)(1)  For  purpNOses  of  making  vocational  rehabilitation  services 
more  readily  available  to  disabled  individuals  who  are — 

(A)  entitled  to  disability  insurance  benefits  under  section 
223, 

(B)  entitled  to  child's  insurance  benefits  under  section  202(d) 
after  having  attained  age  18  (and  are  under  a  disability), 

(C)  entitled  to  widow's  insurance  benefits  under  section 
202(e)  prior  to  attaining  age  60,  or 

(D)  entitled  to  widower's  insurance  benefits  under  section 
202(f)  prior  to  attaining  60, 

to  the  end  that  savings  will  accrue  to  the  Trust  Funds  as  a  result 
of  rehabilitating  such  individuals  [into  substantial  gainful  activi- 
ty], there  are  authorized  to  be  transferred  from  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund  and  the  Federal  Disabil- 
ity Insurance  Trust  Fund  each  fiscal  such  sums  as  may  be  neces- 
sary to  enable  the  Secretary  to  reimburse  the  State  for  the  reason- 
able and  necessary  costs  of  vocational  rehabilitation  services  fur- 
nished such  individual  (including  services  during  their  waiting  pe- 
riods), under  a  State  plan  for  vocational  rehabilitation  services  ap- 
proved under  title  I  of  the  Rehabilitation  Act  of  1973  (29  U.S.C.  701 
et  seq.),  [which  results  in  their  performance  of  substantial  gainful 
activity  which  lasts  for  a  continuous  period  of  nine  months]  (i)  in 
cases  where  the  furnishing  of  such  services  results  in  the  perform- 
ance by  such  individuals  of  substantial  gainful  activity  for  a  con- 
tinous  period  of  nine  months,  (ii)  in  cases  where  such  individuals 
received  benefits  as  a  result  of  section  225(b)  (except  that  no  reim- 
bursement under  this  paragraph  shall  be  made  for  services  fur- 
nished to  any  individual  receiving  such  benefits  for  any  period  after 
the  close  of  such  individual's  ninth  consecutive  month  of  substan- 
tial gainful  activity  or  the  close  of  the  month  in  which  his  or  her 
entitlement  to  such  benefits  ceases,  whichever  first  occurs),  and  (Hi) 
in  cases  where  such  individuals,  without  good  cause,  refuse  to 
accept  vocational  rehabilitation  services  or  fail  to  cooperate  in  such 
a  manner  as  to  preclude  their  successful  rehabilitation  The  determi- 
nation that  the  vocational  rehabilitation  services  contributed  to  the 
successful  return  of  such  individuals  to  substantial  gainful  activity, 
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the  determination  that  an  individual,  without  good  cause,  refused 
to  accept  vocational  rehabilitation  services  or  failed  to  cooperate  in 
such  a  manner  as  to  preclude  successful  rehabilitation,  and  the  de- 
termination of  the  amount  of  costs  to  be  reimbursed  under  this 
subsection  shall  be  made  by  the  Commissioner  of  Social  Security  in 
accordance  with  criteria  formulate  by  him. 

DISABILITY  INSURANCE  BENEFIT  PAYMENTS 

Disability  Insurance  Benefits 

Sec.  223.  (a)(1)  Every  individual  who— 

(A)  is  insured  for  disability  insurance  benefits  (as  determined 
under  subsection  (c)(1)), 

(B)  has  not  attained  the  retirement  age  (as  defined  in  section 

216(1)), 

(C)  has  filed  application  for  disability  insurance  benefits,  and 

(D)  is  under  a  disability  (as  defined  in  subsection  (d)) 

shall  be  entitled  to  a  disability  insurance  benefit  (i)  for  each  month 
beginning  with  the  first  month  after  [his]  his  or  her  waiting 
period  (as  defined  in  subsection  (c)(2))  in  which  [he]  such  individ- 
ual becomes  so  entitled  to  such  insurance  benefits,  or  (ii)  for  each 
month  beginning  with  the  first  month  during  all  of  which  [he] 
such  individual  is  under  a  disability  and  in  which  [he]  he  or  she 
becomes  so  entitled  to  such  insurance  benefits,  but  only  if  [he] 
such  individual  was  entitled  to  disability  insurance  benefits  which 
terminated,  or  had  a  period  of  disability  (as  defined  in  section 
216(i))  which  ceased,  within  the  60-month  period  preceding  the  first 
month  in  which  [he]  he  or  she  is  under  such  disability,  and 
ending  with  the  month  preceding  whichever  of  the  following 
months  is  the  earliest:  the  month  in  which  [he]  such  individual 
dies,  the  month  in  which  [he]  such  individual  attains  retirement 
age  (as  defined  in  section  216(1)),  or,  subject  to  subsection  (e),  the 
termination  month.  For  purposes  of  the  preceding  sentence,  the 
termination  month  for  any  individual  shall  be  the  third  month  fol- 
lowing the  month  in  which  [his]  disability  ceases;  except  that,  in 
the  case  of  an  individual  who  has  a  period  of  trial  work  which  ends 
as  determined  by  application  of  section  222(c)(4)(A),  the  termination 
month  shall  be  the  earlier  of  (I)  the  third  month  following  the  ear- 
liest month  after  the  end  of  such  period  of  trial  work  with  respect 
to  which  such  individual  is  determined  to  no  longer  be  suffering 
from  a  disabling  physical  or  mental  impairment,  or  (II)  the  third 
month  following  the  earliest  month  in  which  such  individual  en- 
gages or  is  determined  able  to  engage  in  substantial  gainful  activi- 
ty, but  in  no  event  earlier  than  the  first  month  occurring  after  the 
15  months  following  such  period  of  trial  work  in  which  [he]  such 
individual  engages  or  is  determined  able  to  engage  in  substantial 
gainful  activity.  No  payment  under  this  paragraph  may  be  made  to 
an  individual  who  would  not  meet  the  definition  of  disability  in 
subsection  (d)  except  for  paragraph  (1)(B)  thereof  for  any  month  in 
which  [he]  such  individual  engages  in  substantial  gainful  activi- 
ty, and  no  payment  may  be  made  for  such  month  under  subsection 
(b),  (c),  or  (d)  of  section  202  to  any  person  on  the  basis  of  the  wages 
and  self-employment  income  of  such  individual.  In  the  case  of  a  de- 
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ceased  individual,  the  requirement  of  subparagraph  (C)  may  be  sat- 
isfied by  an  appUcation  for  benefits  filed  with  respect  to  such  indi- 
vidual within  3  months  after  the  month  in  which  [he]  such  indi- 
vidual died. 

(2)  Except  as  provided  in  section  202(q)  and  section  215(b)(2)(AXii), 
such  individual's  disability  insurance  benefit  for  any  month  shall 
be  equal  to  [his]  his  or  her  primary  insurance  amount  for  such 
month  determined  under  section  215  as  though  [he]  such  individ- 
ual had  attained  age  62  in — 

(A)  the  first  month  of  [his]  his  or  her  waiting  period,  or 

(B)  in  any  case  in  which  clause  (ii)  of  paragraph  (1)  of  this 
subsection  is  applicable,  the  first  month  for  which  [he]  he  or 
she  becomes  entitled  to  such  disability  insurance  benefits, 

and  as  though  [he]  such  individual  had  become  entitled  to  old- 
age  insurance  benefits  in  the  month  in  which  the  application  for 
disability  insurance  benefits  was  filed  and  [he]  he  or  she  was  enti- 
tled to  an  old-age  insurance  benefit  for  each  month  for  which  (pur- 
suant to  subsection  (b))  [he]  he  or  she  was  entitled  to  a  disability 
insurance  benefit.  For  the  purposes  of  the  preceding  sentence,  in 
the  case  of  an  individual  who  attained  age  62  in  or  before  the  first 
month  referred  to  in  subparagraph  (A)  of  (B)  of  such  sentence,  as 
the  case  may  be,  the  elapsed  years  referred  to  in  section  215(b)(3) 
shal  not  include  the  year  in  which  [he]  such  individual  attained 
age  62,  or  any  year  thereafter. 

Filing  of  Application 

(b)  An  application  for  disability  insurance  benefits  filed  before 
the  first  month  in  which  the  applicant  satisfies  the  requirements 
for  such  benefits  (as  prescribed  in  subsection  (a)(1))  shall  be  deemed 
a  valid  application  (and  shall  be  deemed  to  have  been  filed  in  such 
first  month)  only  if  the  applicant  satisfies  the  requirements  for 
such  benefits  before  the  Secretary  makes  a  final  decision  on  the  ap- 
plication and  no  request  under  section  205(b)  for  notice  and  oppor- 
tunity for  a  hearing  thereon  is  made,  or  if  such  a  request  is  made, 
before  a  decision  based  upon  the  evidence  adduced  at  the  hearing  is 
made  (regardless  of  whether  such  decision  becomes  the  final  deci- 
sion of  the  Secretary).  An  individual  who  would  have  been  entitled 
to  a  disability  insurance  benefit  for  any  month  had  [he]  he  or  she 
filed  application  therefor  before  the  end  of  such  month  shall  be  en- 
titled to  such  benefit  for  such  month  if  such  application  is  filed 
before  the  end  of  the  12th  month  immediately  succeeding  such 
month. 

Definitions  of  Insured  Status  and  Waiting  Period 

(c)  For  purposes  of  this  section — 

(1)  An  individual  shall  be  insured  for  disability  insurance 
benefits  in  any  month  if — 

(A)  [he]  such  individual  would  have  been  a  fully  in- 
sured individual  (as  defined  in  section  214)  had  [he]  he  or 
she  attained  age  62  and  filed  application  for  benefits  under 
section  202(a)  on  the  first  day  of  such  month,  and 
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[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBPARA- 
GRAPH (B)  ARE  REALIGNED  BY  THE  BILL  TO  CONFORM 
TO  THE  PRECEDING  SUBPARAGRAPH.] 

(B)(i)[he]  such  individual  had  not  less  than  20  quarters 
of  coverage  during  the  40-quarter  period  which  ends  with 
the  quarter  in  which  such  month  occurred,  or 

(ii)  if  such  month  ends  before  the  quarter  in  which  [he] 
such  individual  attains  (or  would  attain)  age  31,  not  less 
than  one-half  (and  not  less  than  6)  of  the  quarters  during 
the  period  ending  with  the  quarter  in  which  such  month 
occurred  and  beginning  after  [he]  he  or  she  attained  the 
age  of  21  were  quarters  of  coverage,  or  (if  the  number  of 
quarters  in  such  period  is  less  than  12)  not  less  than  6  of 
the  quarters  in  the  12-quarter  period  ending  with  such 
quarter  were  quarters  of  coverage,  or 

(iii)  in  the  case  of  an  individual  (not  otherwise  insured 
under  clause  (i))  who,  by  reason  of  section  216(i)(3)(B)(ii), 
had  a  prior  period  of  disability  that  began  during  a  period 
before  the  quarter  in  which  he  or  she  attained  age  31,  not 
less  than  one-half  of  the  quarters  beginning  after  such  in- 
dividual attained  age  21  and  ending  with  the  quarter  in 
which  such  month  occurs  are  quarters  of  coverage,  or  (if 
the  number  of  quarters  in  such  period  is  less  than  12)  not 
less  than  6  of  the  quarters  in  the  12-quarter  period  ending 
with  such  quarter  are  quarters  of  coverage; 

except  that  the  provisions  of  subparagraph  (B)  of  this  para- 
graph shall  not  apply  in  the  case  of  an  individual  who  is  blind 
(within  the  meaning  of  * 'blindness"  as  defined  in  section 
216(i)(l)).  For  purposes  of  subparagraph  (B)  of  this  paragraph, 
when  the  number  of  quarters  in  any  period  is  an  odd  number, 
such  number  shall  be  reduced  by  one,  and  a  quarter  shall  not 
be  counted  as  part  of  any  period  if  any  part  of  such  quarter 
was  included  in  a  period  of  disability  unless  such  quarter  was  a 
quarter  of  coverage. 

(2)  The  term  "waiting  period"  means,  in  the  case  of  any  ap- 
plication for  disability  insurance  benefits,  the  earliest  period  of 
five  consecutive  calendar  months — 

(A)  throughout  which  the  individual  with  respect  to 
whom  such  application  is  filed  has  been  under  a  disability, 
and 

(B)  which  begins  not  earlier  than  with  the  first  day  of 
the  seventeenth  month  before  the  month  in  which  such  ap- 
plication is  filed  if  such  individual  is  insured  for  disability 
insurance  benefits  in  such  seventeenth  month,  or  (ii)  if 
[he]  such  individual  is  not  so  insured  in  such  month, 
which  begins  not  earlier  than  with  the  first  day  of  the  first 
month  after  such  seventeenth  month  in  which  [he]  he  or 
she  is  so  insured. 

Notwithstanding,  the  preceding  provisions  of  this  paragraph, 
no  waiting  period  may  begin  for  any  individual  before  January 
1,  1957. 
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Definition  of  Disability 

(d)(1)  The  term  "disability"  means— 

(A)  inability  to  engage  in  any  substantial  gainful  activity  by 
reason  of  any  medically  determinable  physical  or  mental  im- 
pairment which  can  be  expected  to  result  in  death  or  which 
has  lasted  or  can  be  expected  to  last  for  a  continuous  period  of 
not  less  than  12  months;  or 

(B)  in  the  case  of  an  individual  who  has  attained  the  age  of 
55  and  is  blind  (within  the  meaning  of  "blindness"  as  defined 
in  section  216(i)(l)),  inability  by  reason  of  such  blindness  to 
engage  in  substantial  gainful  activity  requiring  skills  or  abili- 
ties comparable  to  those  of  any  gainful  activity  in  which  [he] 
such  individual  has  previously  engaged  with  some  regularity 
and  over  a  substantial  period  of  time. 

(2)  For  purposes  of  paragraph  (1)(A) 

(A)  [an]  An  individual  (except  a  widow,  surviving  divorced 
wife,  widower,  or  surviving  divorced  husband  for  purposes  of 
section  202(e)  or  (f))  shall  be  determined  to  be  under  a  disabil- 
ity only  if  [his]  such  individual's  physical  or  mental  impair- 
ment or  impairments  are  of  such  severity  that  [he]  he  or  she 
is  not  only  unable  to  do  his  previous  work  but  cannot,  consider- 
ing [his]  his  or  her  age,  education,  and  work  experience, 
engage  in  any  other  kind  of  substantial  gainful  work  which 
exists  in  the  national  economy,  regardless  of  whether  such 
work  exists  in  the  immediate  area  in  which  [he]  such  indi- 
vidual lives,  or  whether  a  specific  job  vacancy  exists  for 
[him,]  such  individual,  or  whether  [he]  such  individual 
would  be  hired  if  [he]  he  or  she  applied  for  work.  For  pur- 
poses of  the  precedin  sentence  (with  respect  to  any  individual), 
"work  which  exists  in  the  national  economy"  means  work 
which  exists  in  significant  numbers  either  in  the  region  where 
such  individual  lives  or  in  several  regions  of  the  country. 

(B)  A  widow,  surviving  divorced  wife,  widower,  or  surviving 
divorced  husband  shall  not  be  determined  to  be  under  a  dis- 
ability (for  purposes  of  section  202  (e)  or  (f))  unless  his  or  her 
physical  or  mental  impairment  or  impairments  are  of  a  level 
of  severity  which  under  regulations  prescribed  by  the  Secre- 
tary is  deemed  to  be  sufficient  to  preclude  an  individual  from 
engaging  in  any  gainful  activity. 

(C)  In  determining  whether  an  individual's  physical  or 
mental  impairment  or  impairments  are  of  such  severity  that  he 
or  she  is  unable  to  engage  in  substantial  gainful  activity,  the 
Secretary  shall  consider  the  combined  effect  of  all  of  the  indi- 
vidual's impairments  without  regard  to  whether  any  such  im- 
pairment, if  considered  separately,  would  be  of  such  severity. 

(3)  For  purposes  of  this  subsection,  a  "physical  or  mental  impair- 
ment" is  an  impairment  that  results  from  anatomical,  physiologi- 
cal, or  psychological  abnormalities  which  are  demonstrable  by 
medically  acceptable  clinical  and  laboratory  diagnostic  techniques. 

(4)  The  Secretary  shall  by  regulations  prescribe  the  criteria  for 
determining  when  services  performed  or  earnings  derived  from 
services  demonstrate  an  individual's  ability  to  engage  in  substan- 
tial gainful  activity.  No  individual  who  is  blind  shall  be  regarded 
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as  having  demonstrated  an  ability  to  engage  in  substantial  gainful 
activity  on  the  basis  of  earnings  that  do  not  exceed  the  exempt 
amount  under  section  203(f)(8)  which  is  applicable  to  individuals  de- 
scribed in  subparagraph  (D)  thereof.  Notwithstanding  the  provi- 
sions of  paragraph  (2),  an  individual  whose  services  or  earnings 
meet  such  criteria  shall,  except  for  purposes  of  section  222(c),  be 
found  not  to  be  disabled.  In  determining  whether  an  individual  is 
able  to  engage  in  substantial  gainful  activity  by  reason  of  [his] 
his  or  her  earnings,  where  [his]  such  individual's  disability  is 
sufficiently  severe  to  result  in  a  functional  limitation  requiring  as- 
sistance in  order  for  [him]  him  or  her  to  work,  there  shall  be  ex- 
cluded from  such  earnings  an  amount  equal  to  the  cost  (to  such  in- 
dividual) of  any  attendant  care  services,  medical  devices,  equip- 
ment, prostheses,  and  similar  items  and  services  (not  including  rou- 
tine drugs  or  routine  medical  services  unless  such  drugs  or  services 
are  necessary  for  the  control  of  the  disabling  condition)  which  are 
necessary  (as  determined  by  the  Secretary  in  regulations)  for  that 
purpose,  whether  or  not  such  assistance  is  also  needed  to  enable 
[him]  such  individual  to  carry  out  [his]  his  or  her  normal  daily 
functions;  except  that  the  amounts  to  be  excluded  shall  be  subject 
to  such  reasonable  limits  as  the  Secretary  may  prescribe. 

(5)  An  individual  shall  not  be  considered  to  be  under  a  disability 
unless  [he]  he  or  she  furnishes  such  medical  and  other  evidence 
of  the  existence  thereof  as  the  Secretary  may  require.  Any  non- 
Federal  hospital,  clinic,  laboratory,  or  other  provider  of  medical 
services,  or  physician  not  in  the  employ  of  the  Federal  Govern- 
ment, which  supplies  medical  evidence  required  and  requested  by 
the  Secretary  under  this  paragraph  shall  be  entitled  to  payment 
from  the  Secretary  for  the  reasonable  cost  of  providing  such  evi- 
dence. 

(6)  (A)  Notwithstanding  any  other  provision  of  this  title,  any  phys- 
ical or  mental  impairment  which  arises  in  connection  with  the 
commission  by  an  individual  (after  the  date  of  the  enactment  of 
this  paragraph)  of  an  offense  which  constitutes  a  felony  under  ap- 
plicable law  and  for  which  such  individual  is  subsequently  convict- 
ed, or  which  is  aggravated  in  connection  with  such  an  offense  (but 
only  to  the  extent  so  aggravated),  shall  not  be  considered  in  deter- 
mining whether  an  individual  is  under  a  disability. 

(B)  Notwithstanding  any  other  provision  of  this  title,  any  physi- 
cal or  mental  impairment  which  arises  in  connection  with  an  indi- 
vidual's confinement  in  a  jail,  prison,  or  other  penal  institution  or 
correctional  facility  pursuant  to  such  individual's  conviction  of  an 
offense  (committed  after  the  date  of  the  enactment  of  this  para- 
graph) constituting  a  felony  under  applicable  law,  or  which  is  ag- 
gravated in  connection  with  such  a  confinement  (but  only  to  the 
extent  so  aggravated),  shall  not  be  considered  in  determining 
whether  such  individual  is  under  a  disability  for  purposes  of  bene- 
fits payable  for  any  month  during  which  such  individual  is  so  con- 
fined. 

(e)  No  benefit  shall  be  payable  under  subsection  (d)(l)(B)(ii), 
(e)(l)(B)(ii),  or  (f)(l)(B)(ii)  of  section  202  or  under  subsection  (a)(1)  of 
this  section  to  an  individual  for  any  month,  after  the  third  month, 
in  which  [he]  such  individual  engages  in  substantial  gainful  ac- 
tivity during  the  15-month  period  following  the  end  of  [his]  his  or 
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her  trial  work  period  determined  by  application  of  section 
222(c)(4)(A). 

Standard  of  Review  for  Termination  of  Disability  Benefits 

(f)  A  recipient  of  benefits  under  this  title  or  title  XVIII  based  on 
the  disability  of  any  individual  may  be  determined  not  to  be  enti- 
tled to  such  benefits  on  the  basis  of  a  finding  that  the  physcial  or 
mental  impairment  on  the  basis  of  which  such  benefits  are  provided 
has  ceased,  does  not  exist,  or  is  not  disabling  only  if  such  finding  is 
supported  by — 

(1)  substantial  evidence  which  demonstrates  that  there  has 
been  medical  improvement  in  the  individual's  impairment  or 
combination  of  impairments  so  that — 

(A)  the  individual  is  now  able  to  engage  in  substantial 
gainful  activity,  or 

(B)  if  the  individual  is  a  widow  or  suriving  divorced  wife 
under  section  202(e)  or  a  widower  a  suriving  divorced  hus- 
band under  section  202(f),  the  severity  of  his  or  her  impair- 
ment or  impairments  is  no  longer  deemed  under  regulations 
prescribed  by  the  Secretary  sufficient  to  preclude  the  indi- 
vidual from  engaging  in  gainful  activity;  or 

(2)  substantial  evidence  which — 

(A)  consists  of  new  medical  evidence  and  (in  a  case  to 
which  clause  (ii)  does  not  apply)  a  new  assessment  of  the 
individual's  residual  functional  capacity  and  demonstrates 
that,  although  the  individual  has  not  improved  medically, 
he  or  she  is  nonetheless  a  beneficiary  of  advances  in  medi- 
cal or  vocational  therapy  or  technology  so  that — 

(i)  the  individual  is  now  able  to  engage  in  substan- 
tial gainful  activity,  or 

(ii)  if  the  individual  is  a  widow  or  surviving  di- 
vorced wife  under  section  202(e)  or  a  widower  or  surviv- 
ing divorced  husband  under  section  202(f),  the  severity 
of  his  or  her  impairment  or  impairments  is  no  longer 
deemed  under  regulations  prescribed  by  the  Secretary 
sufficient  to  preclude  the  individual  from  engaging  in 
gainful  activity;  or 

(B)  demonstrates  that,  although  the  individual  has  not 
improved  medically,  he  or  she  has  undergone  vocational 
therapy  so  that  the  requirements  of  clause  (i)  or  (ii)  of  sub- 
paragraph (A)  are  met;  or 

(3)  substantial  evidence  which  demonstrates  that,  as  deter- 
mined on  the  basis  of  new  or  improved  diagnostic  techniques  or 
evaluations,  the  individual's  impairment  or  combination  of  im- 
pairments is  not  as  disabling  as  it  was  considered  to  be  at  the 
time  of  the  most  recent  prior  decision  that  he  or  she  was  under 
a  disability  or  continued  to  be  under  a  disability,  and  that 
therefore — 

(A)  the  individual  is  able  to  engage  in  substantial  gain- 
ful activity,  or 

(B)  if  the  invidividual  is  a  widow  or  surviving  divorced 
wife  under  section  202(e)  or  a  widower  or  surviving  di- 
vorced husband  under  section  202(f),  the  severity  of  his  or 
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her  impairment  or  impairments  is  not  deemed  under  regu- 
lations prescribed  by  the  Secretary  sufficient  to  preclude  the 
individual  from  engaging  activity. 
Nothing  in  this  subsection  shall  be  construed  to  require  a  determi- 
nation that  a  recipient  of  benefits  under  this  title  or  title  XVIII 
based  on  an  individual's  disability  is  entitled  to  such  benefits  if  evi- 
denced on  the  record  at  the  time  any  prior  determination  of  such 
entitlement  to  disability  was  made,  or  new  evidence  which  relates  to 
that  determination,  shows  that  the  prior  determination  was  either 
clearly  erroneous  at  the  time  it  was  made  or  was  fraudulently  ob- 
tained, or  if  the  individual  is  engaged  in  substantial  gainful  activi- 
ty. In  any  case  in  which  there  is  no  available  medical  evidence  sup- 
porting a  prior  disability  determination,  nothing  in  this  subsection 
shall  preclude  the  Secretary,  in  attempting  to  meet  the  requirements 
of  the  preceding  provisions  of  this  subsection,  from  securing  addi- 
tional medical  reports  necessary  to  reconstruct  the  evidence  which 
supported  such  prior  disability  determination.  For  purposes  of  this 
subsection,  a  benefit  under  this  title  is  based  on  an  individual's  dis- 
ability if  it  is  a  disability  insurance  benefit,  a  child's  widow's  or 
widower's  insurance  benefit  based  on  disability,  or  a  mother's  or  fa- 
ther's insurance  benefit  based  on  the  disability  of  the  mother's  or 
father's  child  who  has  attained  age  16. 

Continued  Payment  of  Disability  Benefits  During  Appeal 

(g)  (1)  In  any  case  where— 

(A)  an  individual  is  a  recipient  of  disability  insurance  bene- 
fits, or  of  child's,  widow's,  or  widower's  insurance  benefits 
based  on  disability, 

(B)  the  physical  or  mental  impairment  on  the  basis  of  which 
such  benefits  are  payable  is  found  to  have  ceased,  not  to  have 
existed,  or  to  no  longer  be  disabling,  and  as  a  consequence  such 
individual  is  determined  not  to  be  entitled  to  such  benefits, 
and 

(C)  as  timely  request  [for  a  hearing  under  section  221(d),  or 
for  an  administrative  review  prior  to  such  hearing]  for  review 
under  section  221(d)(2)(B)  or  for  a  hearing  under  section 
221(d)(2)(D)  is  pending  with  respect  to  the  determination  that 
he  is  not  so  entitled, 

such  individual  may  elect  (in  such  manner  and  form  and  within 
such  time  as  the  Secretary  shall  by  regulations  prescribe)  to  have 
the  payment  of  such  benefits,  [and  the  payment  of  any  other  bene- 
fits under  this  Act  based  on  such  individual's  wages  and  self-em- 
ployment income  (including  benefits  under  title  XVIII),]  the  pay- 
ment of  any  other  benefits  under  this  title  based  on  such  individ- 
ual's wages  and  self-employment  income,  the  payment  of  mother's  or 
father's  insurance  benefits  to  such  individual's  mother  or  father 
based  on  the  disability  of  such  individual  as  a  child  who  has  at- 
tained age  16,  and  the  payment  of  benefits  under  title  XVIII  based 
on  such  individual's  disability,  continued  for  an  additional  period 
beginning  with  the  first  month  beginning  after  the  date  of  the  en- 
actment of  this  subsection  for  which  (under  such  determination) 
such  benefits  are  no  longer  otherwise  payable,  and  ending  with  the 
earlier  of  (i)  the  month  preceding  the  month  in  which  a  decision  is 
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made  after  such  a  hearing,  or  (ii)  the  month  preceding  the  month 
in  which  no  such  request  for  [a  hearing  or  an  administrative 
review]  review  or  a  hearing  is  pending [,  or  (iii)  June  1984]. 

(2)  (A)  If  an  individual  elects  to  have  the  payment  of  [his]  his  or 
her  benefits  continued  for  an  additional  period  under  paragraph 

(1)  ,  and  the  final  decision  of  the  Secretary  affirms  the  determina- 
tion that  [he]  such  individual  is  not  entitled  to  such  benefits,  any 
benefits  paid  under  this  title  pursuant  to  such  election  (for  months 
in  such  additional  period)  shall  be  considered  overpayments  for  all 
purposes  of  this  title,  except  as  otherwise  provided  in  subparagraph 
(B). 

(B)  If  the  Secretary  determines  that  the  individual's  appeal  of 
[his]  his  or  her  termination  of  benefits  was  made  in  good  faith,  all 
of  the  benefits  paid  pursuant  to  such  individual's  election  under 
paragraph  (1)  shall  be  subject  to  waiver  consideration  under  the 
provisions  of  section  204. 

(3)  The  provisions  of  paragraphs  (1)  and  (2)  shall  apply  with  re- 
spect to  determinations  (that  individuals  are  not  entitled  to  bene- 
fits) which  are  made — 

(A)  on  or  after  the  date  of  the  enactment  of  this  subsection, 
or  prior  to  such  date  but  only  on  the  basis  of  a  timely  request 
for  [a  hearing  under  section  221(d),  or  for  an  administrative 
review  prior  to  such  hearing,]  review  under  section  221(d)(2)(B) 
or  for  a  hearing  under  section  221(d)(2)(D),  and 

(B)  prior  to  October  1,  1983. 

******* 

ENTITLEMENT  TO  HOSPITAL  INSURANCE  BENEFITS 

Sec.  226.  (a)  *  *  * 

(b)  Every  individual  who— 

(1)  *  *  * 

(2)  (A)  *  *  * 

******* 

(C)  (i)  *  *  * 

(ii)  would  meet  the  requirements  of  subparagraph  (A)  (as  de- 
termined under  the  disability  criteria,  including  reviews,  ap- 
plied under  this  title),  including  the  requirement  that  he  has 
been  entitled  to  the  specified  benefits  for  24  months,  if— 

(I)  medicare  qualified  Federal  employment  (as  defined  in 
section  210(p))  were  treated  as  employment  (as  defined  in 
section  210(a))  for  purposes  of  this  title,  and 

(II)  the  filing  of  the  application  under  clause  (i)  of  this 
subparagraph  were  deemed  to  be  the  filing  of  an  applica- 
tion for  the  disability-related  benefits  referred  to  in  clause 
(i),  (ii),  or  (iii)  of  subparagraph  (A), 

shall  be  entitled  to  hospital  insurance  benefits  under  part  [(A)]  A 
of  title  XVIII  for  each  month  beginning  with  the  later  of  (I)  July 
1973  or  (II)  the  twenty-fifth  month  of  his  entitlement  or  status  as  a 
qualified  railroad  retirement  beneficiary  described  in  paragraph 

(2)  ,  and  ending  (subject  to  the  last  sentence  of  this  subsection)  with 
the  month  following  the  month  in  which  notice  of  termination  of 
such  entitlement  to  benefits  or  status  as  a  qualified  railroad  retire- 
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ment  beneficiary  described  in  paragraph  (2)  is  mailed  to  him,  or  if 
earlier,  with  the  month  before  the  month  in  which  he  attains  age 
65.  In  applying  the  previous  sentence  in  the  case  of  an  individual 
described  in  paragraph  (2)(C),  the  "twenty-fifth  month  of  his  enti- 
tlement" refers  to  the  first  month  after  the  twenty-fourth  month  of 
entitlement  to  specified  benefits  referred  to  in  paragraph  (2)(C)  and 
"notice  of  termination  of  such  entitlement"  refers  to  a  notice  that 
the  individual  would  no  longer  be  determined  to  be  entitled  to  such 
specified  benefits  under  the  conditions  described  in  that  paragraph. 
For  purposes  of  this  subsection,  an  individual  who  has  had  a  period 
of  trial  work  which  ended  as  provided  in  section  222(c)(4)(A),  and 
whose  entitlement  to  benefits  or  status  as  a  qualified  railroad  re- 
tirement beneficiary  as  described  in  paragraph  (2)  has  subsequently 
terminated,  shall  be  deemed  to  be  entitled  to  such  benefits  or  to 
occupy  such  status  (notwithstanding  the  termination  of  such  enti- 
tlement or  status)  for  the  period  of  consecutive  months  throughout 
all  of  which  the  physical  or  mental  impairment,  on  which  such  en- 
titlement or  status  was  based,  continues,  and  throughout  all  of 
which  such  individual  would  have  been  entitled  to  monthly  insur- 
ance benefits  under  title  II  or  as  a  qualified  railroad  retirement 
beneficiary  had  such  individual  been  unable  to  engage  in  substan- 
tial gainful  activity,  but  not  in  excess  of  24  such  months. 

******* 

BENEFITS  AT  AGE  72  FOR  CERTAIN  UNINSURED  INDIVIDUALS 

Eligibility 

Sec.  228. 
(a)  *  *  * 

*««**«* 

Annual  Reimbursement  of  Federal  Old- Age  and  Survivors 
Insurance  Trust  Fund 

(g)  There  are  authorized  to  be  appropriated  to  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund  for  the  fiscal  year  ending 
June  30,  1969,  and  for  each  fiscal  year  thereafter,  such  sums  as  the 
Secretary  [of  Health,  Education,  and  Welfare]  deems  necessary 
on  account  of— 

(1)  pa3anents  made  under  this  section  during  the  second  pre- 
ceding fiscal  year  and  all  fiscal  years  prior  thereto  to  individ- 
uals who,  as  of  the  beginning  of  the  calendar  year  in  which 
falls  the  month  for  which  payment  was  made,  had  less  than  3 
quarters  of  coverage, 

(2)  the  additional  administrative  expenses  resulting  from  the 
payments  described  in  paragraph  (1),  and 

(3)  any  loss  in  interest  to  such  Trust  Fund  resulting  from 
such  payments  and  expenses, 

in  order  to  place  such  Trust  Fund  in  the  same  position  at  the  end 
of  such  fiscal  year  as  it  would  have  been  in  if  such  payments  had 
not  been  made. 
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benefits  in  case  of  members  of  the  uniformed  services 

Sec.  229. 

(a)  *  *  * 

(b)  There  are  authorized  to  be  appropriated  to  each  of  the  Trust 
Funds,  consisting  of  the  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund,  the  Federal  Disability  Insurance  Trust  Fund,  and  the 
Federal  Hospital  Insurance  Trust  Fund,  for  transfer  on  July  1  of 
each  calendar  year  to  such  Trust  Fund  from  amounts  in  the  gener- 
al fund  in  the  Treasury  not  otherwise  appropriated,  an  amount 
equal  to  the  total  of  the  additional  amounts  which  would  be  appro- 
praited  to  such  Trust  Frund  for  the  fiscal  year  ending  September 
30  of  such  calendar  year  under  section  201  or  1817  of  this  Act  if  the 
amounts  of  the  additional  wages  deemed  to  have  been  paid  for  such 
calendar  year  by  reason  of  subsection  (a)  constituted  remuneration 
for  employment  (as  defined  in  section  3121(b)  of  the  Internal  Reve- 
nue Code  of  1954)  for  purposes  of  the  taxes  imposed  by  section  3101 
and  3111  of  the  Internal  Revenue  Code  of  1954.  Amounts  author- 
ized to  be  appropriated  under  this  subsection  for  transfer  on  July  1 
of  each  calendar  year  shall  be  determined  on  the  basis  of  estimates 
of  the  Secretary  of  the  wages  deemed  to  be  paid  for  such  calendar 
year  under  subsection  (a);  and  proper  adjustments  shall  be  made  in 
amounts  -authorized  to  be  appropriated  for  subsequent  transfer  to 
the  extent  prior  estimates  were  in  excess  of  or  were  less  than  such 
wages  so  deemed  to  be  paid.  Additional  adjustments  may  be  made 
in  the  amounts  so  authorized  to  be  appropriated  to  the  extent  that 
the  amounts  transferred  in  accordance  with  clauses  (i)  and  (ii)  of 
section  151(b)(3)(B)  of  the  Social  Security  Amendments  of  1983  with 
respect  to  wages  deemed  to  have  been  paid  in  1983  were  in  excess  of 
or  were  less  than  the  amount  which  the  Secretary,  on  the  basis  of 
appropriate  data,  determines  should  have  been  so  transferred. 

ADJUSTMENT  OF  THE  CONTRIBUTION  AND  BENEFIT  BASE 

Sec.  230.  (a)  *  *  * 

*  *  *  *  *  ♦  * 

(c)  For  purposes  of  this  section,  and  for  purposes  of  determining 
wages  and  self-employment  income  under  sections  209,  211,  213, 
and  215  of  this  Act  and  sections  1402,  3121,  3122,  3125,  6413,  and 
6654  of  the  Internal  Revenue  Code  of  1954,  (1)  the  ''contribution 
and  benefit  base"  with  respect  to  remuneration  paid  in  (and  tax- 
able years  beginning  in)  any  calendar  year  after  1973  and  prior  to 
the  calendar  year  with  the  June  of  which  the  first  increase  in  bene- 
fits pursuant  to  section  215(i)  of  this  Act  becomes  effective  shall  be 
$13,200  or  (if  applicable)  such  other  amount  as  may  be  specified  in 
a  law  enacted  subsequent  to  the  law  which  added  this  section,  and 
(2)  the  ''contribution  and  benefit  base"  with  respect  to  remunera- 
tion paid  (and  taxable  years  beginning) — 

(A)  in  1978  shall  be  $17,700, 

(B)  in  1979  shall  be  $22,900, 

(C)  in  1980  shall  be  $25,900,  and 

(D)  in  1981  shall  be  $29,700. 

For  purposes  of  determining  under  subsection  (b)  the  "contribution 
and  benefit  base"  with  respect  to  remuneration  paid  (and  taxable 
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years  beginning)  in  1982  and  subsequent  years,  the  dollar  amounts 
specified  in  clause  (2)  of  the  preceding  sentence  shall  be  considered 
to  have  resulted  from  the  application  of  such  subsection  (b)  and  to 
be  the  amount  determined  (with  respect  to  the  years  involved) 
under  that  subsection.  For  purposes  of  determining  employee  and 
employer  tax  liability  under  sections  3201(a)  and  3221(a)  of  the  In- 
ternal Code  of  1954,  for  purposes  of  determining  the  portion  of  the 
employee  representative  tax  liability  under  section  3211(a)  of  such 
Code  which  results  from  the  application  of  the  11.75  percent  rate 
specified  therein,  and  for  purposes  of  computing  average  monthly 
compensation  under  section  3(j)  of  the  Railroad  Retirement  Act  of 
1974,  except  with  respect  to  annuity  amounts  determined  under 
section  3(a)  or  [(3)(f)(3)]  3(f)(3)  of  such  act,  clause  (2)  and  the  pre- 
ceding sentence  of  this  subsection  shall  be  disregarded. 

«  *  *  «  «  *  « 

BENEFITS  IN  CASE  OF  CERTAIN  INDIVIDUALS  INTERNED  DURING  WORLD 

WAR  II 

Sec.  231.  (a)  *  *  * 
(b)(1)  *  *  * 

(3)  Upon  application  for  benefits,  a  recalculation  of  benefits  (by 
reason  of  this  section),  or  a  lump-sum  death  payment  on  the  basis 
of  the  wages  and  self-employment  income  of  any  individual  who 
was  an  internee,  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  shall  accept  the  certification  of 
the  Secretary  of  Defense  or  his  designee  concerning  any  period  of 
time  for  which  an  internee  is  to  receive  credit  under  paragraph  (1) 
and  shall  make  a  decision  without  regard  to  clause  (B)  of  para- 
graph (2)  of  this  subsection  unless  he  has  been  notified  by  some 
other  agency  or  instrumentality  of  the  United  States  that,  on  the 
basis  of  the  period  for  which  such  individual  was  an  internee,  a 
benefit  described  in  clause  (B)  of  paragraph  (2)  has  been  deter- 
mined by  such  agency  or  instrumentality  to  be  payable  by  it.  If  the 
Secretary  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services  has  not  been  so  notified,  he  shall  then  ascertain 
whether  some  other  agency  or  wholly  owned  instrumentality  of  the 
United  States  has  decided  that  a  benefit  described  in  clause  (B)  of 
paragraph  (2)  is  payable  by  it.  If  any  such  agency  or  instrumentality 
has  decided,  or  thereafter  decides,  that  such  a  benefit  is  payable  by 
it,  it  shall  so  notify  the  Secretary  of  [Health,  Education,  and 
Welfare]  Health  and  Human  Services  and  the  Secretary  shall 
certify  no  further  benefits  for  payment  or  shall  recompute  the 
amount  of  any  further  benefits  payable,  as  may  be  required  by  this 
section. 

(4)  Any  agency  or  wholly  owned  instrumentality  of  the  United 
States  which  is  authorized  by  any  law  of  the  United  States  to  pay 
benefits,  or  has  a  system  of  benefits  which  are  based,  in  whole  or  in 
part,  on  any  period  for  which  any  individual  was  an  internee  shall, 
at  the  request  of  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services,  certify  to  him,  with  respect  to 
any  individaul  who  was  an  internee,  such  information  as  the  Secre- 
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tary  deems  necessary  to  carry  out  his  functions  under  paragraph 
(3)  of  this  subsection. 

******* 

COMPLIANCE  WITH  COURT  OF  APPEALS  DECISIONS 

Sec.  23J^.  (a)  Except  as  provided  in  subsection  (h),  if,  in  any  deci- 
sion in  a  case  to  which  the  Department  of  Health  and  Human  Serv- 
ices or  an  officer  or  employee  thereof  is  a  party,  a  United  States 
court  of  appeals — 

(V  interprets  a  provision  of  this  title  or  of  any  regulation  pre- 
scribed under  this  title,  and 

(2)  requires  such  Department  or  such  officer  or  employee  to 
apply  or  carry  out  the  provision  in  a  manner  which  varies  from 
the  manner  in  which  the  provision  is  generally  applied  or  car- 
ried out  in  the  circuit  involved, 
the  Secretary  shall  acquiesce  in  the  decision  and  apply  the  interpre- 
tation with  respect  to  all  individuals  and  circumstances  covered  by 
the  provision  in  the  circuit  until  a  different  result  is  reached  by  a 
ruling  by  the  Supreme  Court  of  the  United  States  on  the  issue  in- 
volved or  by  a  subsequently  enacted  provision  of  Federal  law. 

(b)  Acquiescence  shall  not  be  required  under  subsection  (a)  during 
the  pendency  of  any  direct  appeal  of  the  case  by  the  Secretary  under 
section  1252  of  title  28,  United  States  Code,  or  any  request  for 
review  of  the  case  by  the  Secretary  under  section  1254  of  such  title  if 
such  direct  appeal  or  request  for  review  is  filed  during  the  period  of 
time  allowed  for  such  filing.  If  the  Supreme  Court  finds  that  the 
requirements  for  the  direct  appeal  under  such  section  1252  have  not 
been  met  or  denies  a  request  for  review  under  such  section  1254,  the 
Secretary  shall  resume  acquiescence  in  the  decision  of  the  court  of 
appeals  in  accordance  with  subsection  (a)  from  the  date  of  such 
finding  or  denial. 

******* 

TITLE  III— GRANTS  TO  STATES  FOR  UNEMPLOY- 
MENT COMPENSATION  ADMINISTRATION 

*  *  *  *  *  *  « 

PAYMENTS  TO  STATES 

Sec.  302.  (a)  *  *  * 

(b)  Out  of  the  sums  appropriated  therefor,  the  Secretary  of  the 
Treasury  shall,  upon  receiving  a  certification  under  subsection  (a), 
pay,  through  [the  Fiscal  Service  of  the  Treasury  Department]  the 
Fiscal  Service  of  the  Department  of  the  Treasury  and  prior  to  audit 
or  settlement  by  the  General  Accounting  Office,  to  the  State 
agency  charged  with  the  administration  of  such  law  the  amount  so 
certified. 

PROVISIONS  OF  state  LAWS 

Sec.  303.  (a)  The  Secretary  of  Labor  shall  make  no  certification 
for  payment  to  any  State  unless  he  finds  that  the  law  of  such 
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State,  approved  by  the  Secretary  of  Labor  under  the  Federal  Un- 
employment Tax  Act,  includes  provision  for — 

(1)  *  *  * 

******* 

(4)  The  payment  of  all  money  received  in  the  unemployment 
fund  of  such  State  (except  for  refunds  of  sums  erroneously  paid 
into  such  fund  and  except  for  refunds  paid  in  accordance  with 
the  provisions  of  section  [1606(b)]  3305(b)  of  the  Federal  Un- 
employment Tax  Act,  immediately  upon  such  receipt,  to  the 
Secretary  of  the  Treasury  to  the  credit  of  the  unemployment 
trust  fund  established  by  section  904;  and 

Expenditure  of  all  money  withdrawn  from  an  unemployment 
fund  of  such  State,  in  the  payment  of  unemplopyment  compen- 
sation, exclusive  of  expenses  of  administration,  and  for  refunds 
of  sums  erroneously  paid  into  such  fund  and  refunds  paid  in 
accordance  with  the  provisions  of  section  [1606(b)3  3305(h)  of 
the  Federal  Unemployment  Tax  Act:  Provided,  That  an  amount 
equal  to  the  amount  of  employee  payments  into  the  unemploy- 
ment fund  of  a  State  may  be  used  in  the  payment  of  cash  bene- 
fits to  individuals  with  respect  to  their  disability,  exclusive  of 
expenses  of  administration:  Provided  further,  That  the 
amounts  specified  by  section  903(c)(2)  may,  subject  to  the  condi- 
tions prescribed  in  such  section,  be  used  for  expenses  incurred 
by  the  State  for  administration  of  its  unemployment  compensa- 
tion law  and  public  employment  offices  £.]  ;  Provided  further, 
That  nothing  in  this  paragraph  shall  be  construed  to  prohibit, 
deducting  an  amount  from  unemployment  compensation  other- 
wise payable  to  an  individual  and  using  the  amount  so  deduct- 
ed to  pay  for  health  insurance  if  the  individual  elected  to  have 
such  deduction  made  an  such  deduction  was  made  under  a  pro- 
gram approved  by  the  Secretary  of  Labor;  and 

******* 

(c)  The  Secretary  of  Labor  shall  make  no  certification  for  pay- 
ment to  any  State  if  he  finds,  after  reasonable  notice  and  opportu- 
nity for  hearing  to  the  State  agency  charged  with  the  administra- 
tion of  the  State  law — 

(1)  [That3  that  such  State  does  not  make  its  records  availa- 
ble to  the  Railroad  Retirement  Board,  and  furnish  to  the  Rail- 
road Retirement  Board  at  the  expense  of  the  Railroad  Retire- 
ment Board  such  copies  thereof  as  the  Railroad  Retirement 
Board  deems  necessary  for  its  purposes; 

(2)  [That]  that  such  State  is  failing  to  afford  reasonable  co- 
operation with  every  agency  of  the  United  States  charged  with 
the  administration  of  any  unemployment  insurance  law;  or 

******* 

(e)(1)  *  *  * 

(2)(A)  The  State  agency  charged  with  the  administration  of  the 
State  law — 

(i)  shall  require  each  new  applicant  for  unemployment  com- 
pensation to  disclose  whether  or  not  such  applicant  owes  child 
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support  [obligatons]  obligations  (as  defined  in  the  last  sen- 
tence of  paragraph  (1)), 

*♦***♦« 

TITLE  IV— GRANTS  TO  STATES  FOR  AID 
AND  SERVICES  TO  NEEDY  FAMILIES 
WITH  CHILDREN  AND  FOR  CHILD- WEL- 
FARE SERVICES 

******* 

Part  A— Aid  to  Families  With  Dependent  Children 

[THE  INDENTATIONS  OF  THE  FOLLOWING  NUMBERED 
SUBDIVISIONS  OF  SECTION  402(a)  ARE  REALIGNED  BY 
THE  BILL  TO  FORM  PARAGRAPHS  EACH  INDENTED  2 
EMS.] 

STATE  PLANS  FOR  AID  AND  SERVICES  TO  NEEDY  FAMILIES  WITH 

CHILDREN 

Sec.  402.  (a)  A  State  plan  for  aid  and  services  to  needy  families 
with  children  [must]  must — 

(1)  provide  that  it  shall  be  in  effect  in  all  political  subdivi- 
sions of  the  State,  and,  if  administered  by  them,  be  mandatory 
upon  them; 

(2)  provide  for  financial  paticipation  by  the  State; 

(3)  either  provide  for  the  establishment  or  designation  of  a 
single  State  agency  to  administer  the  plan,  or  provide  for  the 
establishment  or  designation  of  a  single  State  agency  to  super- 
vise the  administration  of  the  plan; 

(4)  provide  for  granting  an  opportunity  for  a  fair  hearing 
before  the  State  agency  to  any  individual  whose  claim  for  aid 
to  families  with  dependent  children  is  denied  or  is  not  acted 
upon  with  reasonable  promptness; 

(5)  provide  such  methods  of  administration  (including  after 
January  1,  1940,  methods  relating  to  the  establishment  and 
maintenance  of  personnel  standards  on  a  merit  basis,  except 
that  the  Administrator  shall  exercise  no  authority  with  respect 
to  the  selection,  tenure  of  office,  and  compensation  of  any  indi- 
vidual employed  in  accordance  with  such  methods)  as  are 
found  by  the  Administrator  to  be  necessary  for  the  proper  and 
efficient  operation  of  the  plan;  [and] 

(6)  provide  that  the  State  agency  will  make  such  reports,  in 
such  form  and  containing  such  information,  as  the  Administra- 
tor may  from  time  to  time  require,  and  comply  with  such  pro- 
visions as  the  Administrator  may  from  time  to  time  find  neces- 
sary to  assure  the  correctness  and  verification  of  such  reports; 

**♦*♦♦♦ 

(9)  provide  safeguards  which  restrict  the  [use  of  disclosure] 
use  or  disclosure  of  information  concerning  applicants  or  recipi- 
ents to  purposes  directly  connected  with  (A)  the  administration 
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of  the  plan  of  the  State  approved  under  this  part,  the  plan  or 
program  of  the  State  under  part  B,  C,  or  D  of  this  title  or 
under  title  I,  X,  XIV,  XVI,  XIX,  or  XX,  or  the  supplemental 
security  income  program  established  by  title  XVI,  (B)  any  in- 
vestigation, prosecution,  or  criminal  or  civil  proceeding,  con- 
ducted in  connection  with  the  administration  of  any  such  plan 
or  program,  (C)  the  administration  of  any  other  Federal  or  fed- 
erally assisted  program  which  provides  assistance,  in  cash  or 
in  kind,  or  services,  directly  to  individuals  on  the  basis  of  need, 
and  (D)  any  audit  or  similar  activity  conducted  in  connection 
with  the  administration  of  any  such  plan  or  program  by  any 
governmental  entity  which  is  authorized  by  law  to  conduct 
such  audit  or  activity;  and  the  safeguards  so  provided  shall 
prohibit  disclosure,  to  any  committee  or  legislative  body  (other 
than  an  entity  referred  to  in  clause  (D)  with  respect  to  an  ac- 
tivity referred  to  in  such  clause),  of  any  information  which 
identifies  by  name  or  address  any  such  applicant  or  recipient; 

(10)  (A)  provide  that  all  individuals  wishing  to  make  applica- 
tion for  aid  to  families  with  dependent  children  shall  have  op- 
portunity to  do  so,  and  that  aid  to  families  with  dependent 
children  shall,  subject  to  paragraphs  (25)  and  (26),  be  furnished 
with  reasonable  promptness  to  all  eligible  individuals;  and 

(B)  provide  that  an  application  for  aid  under  the  plan 
will  be  effective  no  earlier  than  the  date  such  application 
is  filed  with  the  State  agency  or  local  agency  responsible 
for  the  administration  of  the  State  plan,  and  the  amount 
payable  for  the  month  in  which  the  application  becomes 
effective,  if  such  application  becomes  effective  after  the 
first  day  of  such  month,  shall  bear  the  same  ratio  to  the 
amount  which  would  be  payable  if  the  application  had 
been  effective  on  the  first  day  of  such  month  as  the 
number  of  days  in  the  month  including  and  following  the 
effective  date  of  the  application  bears  to  the  total  number 
of  days  in  such  month; 

(11)  provide  for  prompt  notice  (including  the  transmittal  of 
all  relevant  information)  to  the  State  child  support  collection 
agency  (established  pursuant  to  part  D  of  this  title)  of  the  fur- 
nishing of  aid  to  families  with  dependent  children  with  respect 
to  a  child  who  has  been  deserted  or  abandoned  by  a  parent  (in- 
cluding a  child  born  out  of  wedlock  without  regard  to  whether 
the  paternity  of  such  child  has  been  established); 

(12)  provide,  effective  October  1,  1950,  that  no  aid  will  be  fur- 
nished any  individual  under  the  plan  with  respect  to  any 
period  with  respect  to  which  he  is  receiving  old-age  assistance 
under  the  State  plan  approved  under  section  2  of  this  Act; 

«  «  «  4:  *  *  « 

(14)  [(A)  provide  that]  the  State  agency  will  require  each 
family  to  which  it  furnishes  aid  to  families  with  dependent 
children  (or  to  which  it  would  provide  such  aid  but  for  para- 
graph (22)  or  (32))  to  report,  as  a  condition  to  the  continued  re- 
ceipt of  such  aid  (or  to  continuing  to  be  deemed  to  be  a  recipient 
of  such  aid),  each  month  to  the  State  agency  on — 
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(i)  the  income  received,  family  composition,  and  other 
relevant  circumstances  during  the  prior  month;  and 

(ii)  the  income  and  resources  it  expects  to  receive,  or  any 
changes  in  circumstances  affecting  continued  eligibility  or 
benefit  amount,  that  it  expects  to  occur,  in  that  month  (or 
in  future  months); 

except  that  with  the  prior  approval  of  the  Secretary  the  State  may 
select  categories  of  recipients  who  may  report  at  specified  less  fre- 
quent intervals  upon  the  State's  showing  to  the  satisfaction  of  the 
Secretary  that  to  require  individuals  in  such  categories  to  report 
monthly  would  result  in  unwarranted  expenditures  for  administra- 
tion of  this  paragraph;  and 

(B)  that,  in  addition  to  whatever  action  may  be  appropriate 
based  on  other  reports  or  information  received  by  the  State 
agency,  the  State  agency  will  take  prompt  action  to  adjust  the 
amount  of  assistance  payable,  as  may  be  appropriate,  on  the 
basis  of  the  information  contained  in  the  report  (or  upon  the 
failure  of  the  family  to  furnish  a  timely  report),  and  will  give 
an  appropriate  explanatory  notice,  concurrent  with  its  action, 
to  the  family; 

(15)  provide  (A)  for  the  development  of  a  program,  for  each 
appropriate  relative  and  dependent  child  receiving  aid  under 
the  plan  and  for  each  appropriate  individual  (living  in  the 
same  home  as  a  relative  and  child  receiving  such  aid)  whose 
needs  are  taken  into  accounts  in  making  the  determination 
under  [clause]  paragraph  (7),  for  preventing  or  reducing  the 
incidence  of  births  out  of  wedlock  and  otherwise  strengthening 
family  life,  and  for  implementing  such  program  by  assuring 
that  in  all  appropriate  cases  (including  minors  who  can  be  con- 
sidered to  be  sexually  active)  family  planning  services  are  of- 
fered to  them  and  are  provided  promptly  (directly  or  under  ar- 
rangements with  others)  to  all  individuals  voluntarily  request- 
ing such  services,  but  acceptance  of  family  planning  services 
provided  under  the  plan  shall  be  voluntary  on  the  part  of  such 
members  and  individuals  and  shall  not  be  a  prerequisite  to  eli- 
gibility for  or  the  receipt  of  any  other  service  under  the  plan; 
and 

(B)  to  the  extent  that  services  provided  under  this  [clause] 
paragraph  are  furnished  by  the  staff  of  the  State  agency  or  the 
local  agency  administering  the  State  plan  in  each  of  the  politi- 
cal subdivisions  of  the  State,  for  the  establishment  of  a  single 
organizational  unit  in  such  State  or  local  agency,  as  the  case 
may  be,  responsible  for  the  furnishing  of  such  services; 

(16)  provide  that  where  the  State  agency  has  reason  to  be- 
lieve that  the  home  in  which  a  relative  and  child  receiving  aid 
reside  is  unsuitable  for  the  child  because  of  the  neglect,  abuse, 
or  exploitation  of  such  child  it  shall  bring  such  condition  to  the 
attention  of  the  appropriate  court  or  law  enforcement  agencies 
in  the  State,  providing  such  data  with  rspect  to  the  situation  it 
may  have;  ^  ^ 

(17)  provide  that  if  a  person  specified  in  paragraph  (8)(A)(i)  or 
(ii)  receives  in  any  month  an  amount  of  income  which,  together 
with  all  other  income  for  that  month  not  excluded  under  para- 
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graph  (8),  exceeds  the  State's  standard  of  need  applicable  to 
the  family  of  which  he  is  a  member — 

(A)  such  amount  of  income  shall  be  considered  income  to 
such  individual  in  the  month  received,  and  the  family  of 
which  such  person  is  a  member  shall  be  ineligible  for  aid 
under  the  plan  for  the  whole  number  of  months  that 
equals  (i)  the  sum  of  such  amount  and  all  othr  income  re- 
ceived in  such  month,  not  excluded  under  paragraph  (8), 
divided  by  (ii)  the  standard  of  need  applicable  to  such 
family,  and 

(B)  any  income  remaining  (which  amount  is  less  thgin 
the  applicable  monthly  standard)  shall  be  treated  as 
income  received  in  the  first  month  following  the  period  of 
ineligibility  specified  in  subparagraph  (A); 

(18)  provide  that  no  family  shall  be  eligible  for  aid  under  the 
plan  for  any  month  if,  for  that  month,  the  total  income  of  the 
family  (other  than  payments  under  the  plan),  without  applica- 
tion of  paragraph  (8),  other  than  paragraph  (8)(A)(v)  exceeds 
150  percent  of  the  State's  standard  of  need  for  a  family  of  the 
same  composition; 

(19)  provide — 

(A)  that  every  individual,  as  a  condition  of  eligibility  for 
aid  under  this  part,  shall  register  for  manpower  services, 
training,  employment,  and  other  employment-related  ac- 
tivities (including  employment  search,  not  to  exceed  eight 
weeks  in  total  in  each  year)  with  the  Secretary  of  Labor  as 
provided  by  regulations  issued  by  him,  unless  such  individ- 
ual is — 

(i)  a  child  who  is  under  age  16  or  attending,  full- 
time,  an  elementary,  secondary,  or  vocational  (or  tech- 
nical) school; 

(ii)  a  person  who  is  ill,  incapacitated,  or  of  advanced 
age; 

(iii)  a  person  so  remote  from  a  work  incentive 
project  that  his  effective  participation  is  precluded; 

(iv)  a  person  whose  presence  in  the  home  is  required 
because  of  illness  or  incapacity  of  another  member  of 
the  household; 

(v)  the  parent  or  other  relative  of  a  child  under  the 
age  of  six  who  is  personally  providing  care  for  the 
child  with  only  very  brief  and  infrequent  absences 
from  the  child; 

(vi)  the  parent  or  other  caretaker  of  a  child  who  is 
deprived  of  parental  support  or  care  by  reason  of  the 
death,  continued  absence  from  the  home,  or  physical 
or  mental  incapacity  of  a  parent,  if  another  adult  rela- 
tive is  in  the  home  and  not  excluded  by  clause  (i),  (ii), 
(iii),  or  (iv)  of  this  subparagraph  (unless  he  has  failed 
to  register  as  required  by  this  subparagraph,  or  has 
been  found  by  the  Secretary  of  Labor  ^®  to  have  refused 
without  good  cause  to  participate  under  a  work  incen- 
tive program  or  accept  employment  as  described  in 
subparagraph  (F)  of  this  paragraph); 
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(vii)  a  person  who  is  working  not  less  than  30  hours 
per  week;^^  or 

(viii)  the  parent  of  a  child  who  is  deprived  of  paren- 
tal support  or  care  by  reason  of  the  unemployment  of 
a  parent,  if  the  other  parent  (who  is  the  principal 
earner,  as  defined  in  section  407(d))  is  not  excluded  by 
the  preceding  clauses  of  this  subparagraph; 

and  that  any  individual  referred  to  in  clause  (v)  shall  be 
advised  of  his  or  her  option  to  register,  if  he  or  she  so  de- 
sires, pursuant  to  this  paragraph,  and  shall  be  informed  of 
the  child  care  services  (if  any)  which  will  be  available  to 
his  or  her  in  the  event  he  or  she  should  decide  so  to  regis- 
ter; 

(B)  that  aid  to  families  with  dependent  children  under 
the  plan  will  not  be  denied  by  reason  of  such  registration 
or  the  individual's  certification  to  the  Secretary  of  Labor 
under  subparagraph  (G)  of  this  paragraph,  or  by  reason  of 
an  individual's  participation  on  a  project  under  the  pro- 
gram established  by  section  432(b)  (2)  or  (3); 

(C)  for  arrangements  to  assure  that  there  will  be  made  a 
non-Federal  contribution  to  the  work  incentive  programs 
established  by  part  C  by  appropriate  agencies  of  the  State 
or  private  organizations  of  10  per  centum  of  the  cost  of 
such  progams,  as  specified  in  section  432(b); 

(D)  that  (i)  training  incentives  authorized  under  section 
434  22  shall  be  disregarded  in  determining  the  needs  of  an 
individual  under  [section  402(a)(7)]  paragraph  (7),  and  (ii) 
in  determining  such  individual's  needs  the  additional  ex- 
penses attributable  to  his  participation  in  a  program  estab- 
lished by  section  432(b)  (2)  or  (3)  shall  be  taken  into  ac- 
count; 

(F)  that  if  (and  for  such  period  as  is  prescribed  under 
joint  regulations  of  the  Secretary  and  the  Secretary  of 
Labor)  any  child,  relative  or  individual  has  been  found  by 
the  Secretary  of  Labor  under  section  433(g)  to  have  refused 
without  good  cause  to  participate  under  a  work  incentive 
program  established  by  part  C  with  respect  to  which  the 
Secretary  of  Labor  has  determined  his  participation  is  con- 
sistent with  the  purposes  of  such  part  C  or  to  have  refused 
without  good  cause  to  accept  employment  in  which  he  is 
able  to  engage  which  is  offered  through  the  public  employ- 
ment offices  of  the  State  or  is  otherwise  offered  by  an  em- 
ployer if  the  offer  of  such  employer  is  determined,  after 
notification  by  him,  to  be  a  bona  fide  offer  of  employ- 
ment— 

(i)  if  the  relative  makes  such  refusal,  such  relative's 
needs  shall  not  be  taken  into  account  in  making  the 
determination  under  [clause]  paragraph  (7),  and  aid 
for  any  dependent  child  in  the  family  in  the  form  of 
payments  of  the  type  described  in  section  406(b)(2) 
(which  in  such  a  case  shall  be  without  regard  to 
clauses  (A)  though  [(E)]  (D)  thereof)  or  section  [408] 
Jf72  will  be  made; 


1162 

(ii)  if  the  parent  who  has  been  designated  as  the 
principal  earner,  for  purposes  of  section  407,  makes 
such  refusal,  aid  will  be  denied  to  all  members  of  the 
family; 

(iii)  aid  with  respect  to  a  dependent  child  will  be 
denied  if  a  child  who  is  the  only  child  receiving  aid  in 
the  family  makes  such  refusal; 

(iv)  if  there  is  more  than  one  child  receiving  aid  in 
the  family  aid  for  any  such  child  will  be  denied  (and 
his  needs  will  not  be  taken  into  account  in  making  the 
determination  under  [clause]  paragraph  (7))  if  that 
child  makes  such  refusal;  and 

(v)  if  such  individual  makes  such  refusal,  such  indi- 
vidual's needs  shall  not  be  taken  into  account  in 
making  the  determination  under  [clause]  paragraph 
(7); 

(G)  that  the  State  agency  will  have  in  effect  a  special 
program  which  (i)  will  be  administered  by  a  separate  ad- 
ministrative unit  (which  will,  to  the  maximum  extent  fea- 
sible, be  located  in  the  same  facility  as  that  utilized  for  the 
administration  of  programs  established  pursuant  to  section 
432(b)(1),  (2),  or  (3))  and  the  employees  of  which  will,  to  the 
maximum  extent  feasible,  perform  services  only  in  connec- 
tion with  the  administration  of  such  program,  (ii)  will  pro- 
vide (through  arrangements  with  others  or  otherwise)  for 
individuals  who  have  been  registered  pursuant  to  subpara- 
graph (A)  of  this  paragraph  (I),  in  accordance  with  the 
order  of  priority  listed  in  section  433(a),  such  health,  voca- 
tional rehabilitation,  counseling,  child  care,  and  other 
social  and  supportive  services  as  are  necessary  to  enable 
such  individuals  to  accept  employment  or  receive  manpow- 
er training  provided  under  section  432(b)(1),  (2),  or  (3),  and 
will,  when  arrangements  have  been  made  to  provide  neces- 
sary supportive  services,  including  child  care,  certify  to  the 
Secretary  of  Labor  those  individuals  who  are  ready  for  em- 
ployment or  training  under  section  432(b)(1),  (2),  or  (3),  (II) 
such  social  and  supportive  services  as  are  necessary  to 
enable  such  individuals  as  determined  appropriate  by  the 
Secretary  of  Labor  actively  to  engage  in  other  employ- 
ment-related (including  but  not  limited  to  employment 
search)  activities,  as  well  as  timely  payment  for  necessary 
employment  search  expenses,  and  (III)  for  a  period  deemed 
appropriate  by  the  Secretary  of  Labor  after  such  an  indi- 
vidual accepts  employment,  such  social  and  supportive 
services  as  are  reasonable  and  necessary  to  enable  him  to 
retain  such  employment,  (iii)  will  participate  in  the  devel- 
opment of  operational  and  employability  plans  under  sec- 
tion 433(b);  and  (iv)  provides  for  purposes  of  clause  (ii)[,] 
that,  when  more  than  one  kind  of  child  care  is  available, 
the  mother  may  choose  the  type,  but  she  may  not  refuse  to 
accept  child  care  services  if  they  are  available;  and 

(H)  that  an  individual  participating  in  employment 
search  activities  shall  not  be  referred  to  employment  op- 
portunities which  do  not  meet  the  criteria  for  appropriate 
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work  and  training  to  which  an  individual  may  otherwise 
be  assigned  under  section  432(b)(1),  (2),  or  (3); 

(20)  provide  that  the  State  has  in  effect  a  State  plan  for 
foster  care  and  adoption  assistance  approved  under  part  E  of 
this  title; 

(21)  provide — 

(A)  that,  for  purposes  of  this  part,  participation  in  a 
strike  shall  not  constitute  good  cause  to  leave,  or  to  refuse 
to  seek  or  accept  employment;  and 

(B)  (i)  that  aid  to  families  with  dependent  children  is  not 
payable  to  a  family  for  any  month  in  which  any  caretaker 
relative  with  whom  the  child  is  living  is,  on  the  last  day  of 
such  month,  participating  in  a  strike,  and  (ii)  that  no  indi- 
vidual's needs  shall  be  included  in  determining  the 
amount  of  aid  payable  for  any  month  to  a  family  under 
the  plan  if,  on  the  last  day  of  such  month,  such  individual 
is  participating  in  a  strike; 

(22)  provide  that  the  State  agency  will  promptly  take  all  nec- 
essary steps  to  correct  any  overpayment  or  underpayment  of 
aid  under  the  State  plan,  and,  in  the  case  of — 

(A)  an  overpayment  to  an  individual  who  is  a  current  re- 
cipient of  such  aid,  recovery  will  be  made  by  repayment  by 
the  individual  or  by  reducing  the  amount  of  any  future  aid 
payable  to  the  family  of  which  he  is  a  member,  except  that 
such  recovery  shall  not  result  in  the  reduction  of  aid  pay- 
able for  any  month,  such  that  the  aid,  when  added  to  such 
family's  liquid  resources  and  to  its  income  (without  appli- 
cation of  paragraph  (8)),  is  less  than  90  percent  of  the 
amount  payable  under  the  State  plan  to  a  family  of  the 
same  composition  with  no  other  income  (and,  in  the  case  of 
an  individual  to  whom  no  payment  is  made  for  a  month 
solely  by  reason  of  recovery  of  an  overpayment,  such  indi- 
vidual shall  be  deemed  to  be  a  recipient  of  aid  for  such 
month); 

(B)  an  overpayment  to  any  individual  who  is  no  longer 
receiving  aid  under  the  plan,  recovery  shall  be  made  by 
appropriate  action  under  State  law  against  the  income  or 
resources  of  the  individual  or  the  family;  and 

(C)  an  underpayment,  the  corrective  payment  shall  be 
disregarded  in  determining  the  income  of  the  family,  and 
shall  be  disregarded  in  determining  its  resources  in  the 
month  the  corrective  payment  is  made  and  in  the  follow- 
ing month; 

(23)  provide  that  by  July  1,  1969,  the  amonts  used  by  the 
State  to  determine  the  needs  of  individuals  will  have  been  ad- 
justed to  reflect  fully  changes  in  living  costs  since  such 
amounts  were  established,  and  any  maximums  that  the  State 
imposes  on  the  amount  of  aid  paid  to  families  will  have  been 
proportionately  adjusted; 

(24)  provide  that  if  an  individual  is  receiving  benefits 
under  title  XVI,  then,  for  the  period  for  which  such  benefits 
are  received,  such  individual  shall  not  be  regarded  as  a 
member  of  a  family  for  purposes  of  determining  the  amount  of 
the  benefits  of  the  family  under  this  title  and  his  income  and 
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resources  shall  not  be  counted  as  income  and  resources  of  a 
family  under  this  title; 

(25)  provide  (A)  that,  as  a  condition  of  eligibility  under  the 
Ian,  each  applicant  for  or  recipient  of  aid  shall  furnish  to  the 
tate  agency  his  social  security  account  number  (or  numbers,  if 

he  has  more  than  one  such  number),  and  (B)  that  such  State 
agency  shall  utilize  such  account  numbers,  in  addition  to  any 
other  means  of  identification  it  may  determine  to  employ  in 
the  administration  of  such  plan; 

(26)  provide  that,  as  a  condition  of  eligibility  for  aid,  each  ap- 
plicant or  recipient  will  be  required — 

(A)  to  assign  the  State  any  rights  to  support  from  any 
other  person  such  applicant  may  have  (i)  in  his  own  behalf 
or  in  behalf  of  any  other  family  member  for  whom  the  ap- 
plicant is  applying  for  or  receiving  aid,  and  (ii)  which  have 
accrued  at  the  time  such  assignment  is  executed, 

(B)  to  cooperate  with  the  State  (i)  in  establishing  the  pa- 
ternity of  a  child  born  out  of  wedlock  with  respect  to 
whom  aid  is  claimed,  and  (ii)  in  obtaining  support  pay- 
ments for  such  applicant  and  for  a  child  with  respect  to 
whom  such  aid  is  claimed,  or  in  obtaining  any  other  pay- 
ments or  property  due  such  applicant  or  such  child,  unless 
(in  either  case)  such  applicant  or  recipient  is  found  to  have 
good  cause  for  refusing  to  cooperate  as  determined  by  the 
State  agency  in  accordance  with  standards  prescribed  by 
the  Secretary,  which  standards  shall  take  into  considera- 
tion the  best  interests  of  the  child  on  whose  behalf  aid  is 
claimed;  and  that,  if  the  relative  with  whom  a  child  is 
living  is  found  to  be  ineligible  because  of  failure  to  comply 
with  the  requirements  of  subparagraphs  (A)  and  (B)  of  this 
paragraph,  any  aid  for  which  such  child  is  eligible  will  be 
provided  in  the  form  of  protective  payments  as  described 
in  section  406(b)(2)  (without  regard  to  [subparagraphs  (A) 
through  (E)]  clauses  (A)  through  (D)  of  such  section); 

(27)  provide  that  the  State  has  in  effect  a  plan  approved 
under  part  D  and  operate  a  child  support  program  in  conform- 
ity with  such  plan; 

(28)  provide  that,  in  determining  the  amount  of  aid  to  which 
an  eligible  family  is  entitled,  any  portion  of  the  amounts  col- 
lected in  any  particular  month  as  child  support  pursuant  to  a 
plan  approved  under  part  D,  and  retained  by  the  State  under 
section  457,  which  (under  the  State  plan  approved  under  this 
part  as  in  effect  both  during  July  1975  and  during  that  particu- 
lar month)  would  not  have  caused  a  reduction  in  the  amount  of 
aid  paid  to  the  family  if  such  amounts  had  been  paid  directly 
to  the  family,  shall  be  added  to  the  amount  of  aid  otherwise 
payable  to  such  family  under  the  State  plan  approved  under 
this  part; 

(29)  effective  October  1,  1979,  provide  that  wage  information 
available  from  the  Social  Security  Administration  under  the 
provisions  of  section  411  of  this  Act,  and  wage  information 
available  (under  the  provisions  of  section  3304(a)(16)  of  the  Fed- 
eral Unemployment  Tax  Act)  from  agencies  administering 
State  unemployment  compensation  laws,  shall  be  requested 
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and  utilized  to  the  extent  permitted  under  the  provisions  of 
such  sections;  except  that  the  State  shall  not  be  required  to  re- 
quest such  information  from  the  Social  Security  Administra- 
tion where  such  information  is  available  from  the  agency  ad- 
ministering the  State  unemployment  compensation  laws. 

(30)  at  the  option  of  the  State,  provide  for  the  establishment 
and  operation,  in  accordance  with  an  (initial  and  annually  up- 
dated) advance  automatic  data  processing  planning  document 
approved  under  subsection  (d),  of  an  automated  statewide  man- 
agement information  system  designed  effectively  and  efficient- 
ly, to  assist  management  in  the  administration  of  the  State 
plan  for  aid  to  families  with  dependent  children  approved 
under  this  part,  so  as  (A)  to  control  and  account  for  (i)  all  the 
factors  in  the  total  eligibility  determination  process  under  such 
plan  for  aid  (including  but  not  limited  to  (I)  identifiable  corre- 
lation factors  (such  as  social  security  numbers,  names,  dates  of 
birth,  home  addresses,  and  mailing  addresses  (including  postal 
ZIP  codes),  of  all  applicants  and  recipients  of  such  aid  and  the 
relative  with  whom  any  child  who  is  such  an  applicant  or  re- 
cipient is  living)  to  assure  sufficient  compatibility  among  the 
systems  of  different  jurisdictions  to  permit  periodic  screening 
to  determine  whether  an  individual  is  or  has  been  receiving 
benefits  from  more  than  one  jurisdiction,  (II)  checking  records 
of  applicants  and  recipients  of  such  aid  on  a  periodic  basis  with 
other  agencies,  both  intra-  and  inter-State,  for  determination 
and  verification  of  eligibility  and  payment  pursuant  to  require- 
ments imposed  by  other  provisions  of  this  Act),  (ii)  the  costs, 
quality,  and  delivery  of  funds  and  services  furnished  to  appli- 
cants for  and  recipients  of  such  aid,  (B)  to  notify  the  appropri- 
ate officials  of  child  support,  food  stamp,  social  service,  and 
medical  assistance  programs  approved  under  title  XIX  when- 
ever the  case  becomes  ineligible  or  the  amount  of  aid  or  serv- 
ices is  changed,  and  (C)  to  provide  for  security  against  unau- 
thorized access  to,  or  use  of,  the  data  in  such  system. 

(31)  provide  that,  in  making  the  determination  for  any 
month  under  paragraph  (7),  the  State  agency  shall  take  into 
consideration  so  much  of  the  income  of  the  dependent  child's 
stepparent  living  in  the  same  home  as  such  child  as  exceeds 
the  sum  of  (A)  the  first  $75  of  the  total  of  such  stepparent's 
earned  income  for  such  month  (or  such  lesser  amount  as  the 
Secretary  may  prescribe  in  the  case  of  an  individual  not  en- 
gaged in  fulltime  employment  or  not  employed  throughout  the 
month),  (B)  the  State's  standard  of  need  under  such  plan  for  a 
family  of  the  same  composition  as  the  stepparent  and  those 
other  individuals  living  in  the  same  household  as  the  depend- 
ent child  and  claimed  by  such  stepparent  as  dependents  for 
purposes  of  determining  his  Federal  personal  income  tax  liabil- 
ity but  whose  needs  are  not  taken  into  account  in  making  the 
determination  under  paragraph  (7),  (C)  amounts  paid  by  the 
stepparent  to  individuals  not  living  in  such  household  and 
claimed  by  him  as  dependents  for  purposes  of  determining  his 
Federal  personal  income  tax  liability,  and  (D)  payments  by 
such  stepparent  of  alimony  or  child  support  with  respect  to  in- 
dividuals not  living  in  such  household; 
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(32)  provide  that  no  payment  of  aid  shall  be  made  under  the 
plan  for  any  month  if  the  amount  of  such  payment,  as  deter- 
mined in  accordance  with  the  applicable  provisions  of  the  plan 
and  of  this  part,  would  be  less  than  $10,  but  an  individual  with 
respect  to  whom  a  payment  of  aid  under  the  plan  is  denied 
solely  by  reason  of  this  paragraph  is  deemed  to  be  a  recipient 
of  aid  but  shall  not  be  eligible  to  participate  in  a  community 
work  experience  program; 

(33)  provide  that  in  order  for  any  individual  to  be  considered 
a  dependent  child,  a  caretaker  relative  whose  needs  are  to  be 
taken  into  account  in  making  the  determination  under  para- 
graph (7),  or  any  other  person  whose  needs  should  be  taken 
into  account  in  making  such  a  determination  with  respect  to 
the  child  or  relative,  such  individual  must  be  either  (A)  a  citi- 
zen, or  (B)  an  alien  lawfully  admitted  for  permanent  residence 
or  otherwise  permanently  residing  in  the  United  States  under 
color  of  law  (including  any  alien  who  is  lawfully  present  in  the 
United  States  as  a  result  as  a  result  of  the  application  of  the 
provisions  of  section  207(c)  of  the  Immigration  and  Nationality 
Act  (or  of  section  203(a)(7)  of  such  Act  prior  to  April  1,  1980),  or 
as  a  result  of  the  application  of  the  provisions  of  section  208  or 
212(d)(5)  of  such  Act); 

(34)  provide  that  both  the  standard  of  need  applied  to  a 
family  and  the  mount  of  aid  determined  to  be  payable,  when 
not  a  whole  dollar  amount,  shall  be  rounded  to  the  next  lower 
whole  dollar  amount; 

(35)  at  the  option  of  the  State,  provide — 

(A)  that  as  a  condition  of  eligibility  for  aid  under  the 
State  plan  of  any  individual  claiming  such  aid  who  is  re- 
quired to  register  pursuant  to  paragraph  (19)(A)  (or  who 
would  be  required  to  register  under  paragraph  (19XA)  but 
for  clause  (iii)  thereof),  including  all  such  individuals  or 
only  such  groups,  types,  or  classes  thereof  as  the  State 
agency  may  designate  for  purposes  of  this  paragraph,  such 
individual  will  be  required  to  participate  in  a  program  of 
employment  search — 

(i)  beginning  at  the  time  he  applies  for  such  aid  (or 
an  application  including  his  need  is  filed)  and  continu- 
ing for  a  period  (prescribed  by  the  State)  of  not  more 
than  eight  weeks  (but  this  requirement  may  not  be 
used  as  a  reason  for  any  delay  in  making  a  determina- 
tion of  an  individual's  eligibility  for  aid  or  in  issuing  a 
payment  to  or  in  behalf  of  any  individual  who  is  oth- 
erwise eligible  for  such  aid);  and 

(ii)  at  such  time  or  times  after  the  close  of  the 
period  prescribed  under  clause  (i)  as  the  State  agency 
may  determine  but  not  to  exceed  a  total  of  8  weeks  in 
any  12  consecutive  months; 

(B)  that  any  individual  participating  in  a  program  of  em- 
ployment search  under  this  paragraph  will  be  furnished 
such  transportation  and  other  services,  or  paid  (in  advance 
or  by  way  of  reimbursement)  such  amounts  to  cover  trans- 
portation costs  and  other  expenses  reasonably  incurred  in 
meeting  requirements  imposed  on  him  under  this  para- 
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graph,  as  may  be  necessary  to  enable  such  individual  to 
participate  in  such  program;  and 

(C)  that,  in  the  case  of  an  individual  who  fails  without 
good  cause  to  comply  with  requirements  imposed  upon  him 
under  this  paragraph,  the  sanctions  imposed  by  paragraph 
(19)(F)  shall  be  applied  in  the  same  manner  as  if  the  indi- 
vidual had  made  a  refusal  of  the  type  which  would  cause 
the  provisions  of  such  paragraph  (19)(F)  to  be  applied 
(except  that  the  State  may  at  its  option,  for  purposes  of 
this  paragraph,  reduce  the  period  for  which  such  sanctions 
would  otherwise  be  in  effect);  and 
(36)  provide,  at  the  option  of  the  State,  that  in  making  the 
determination  for  any  month  under  paragraph  (7)  the  State 
agency  shall  not  include  as  income  any  support  or  mainte- 
nance assistance  furnished  to  or  on  behalf  of  the  family  which 
(as  determined  under  regulations  of  the  Secretary  by  such 
State  agency  as  the  chief  executive  officer  of  the  State  may 
designate)  is  based  on  need  for  such  support  and  maintenance, 
including  assistance  received  to  assist  in  meeting  the  costs  of 
home  energy  (including  both  heating  and  cooling),  and  which  if 
(i)  assistance  furnished  in  kind  by  a  private  nonprofit  agency, 
or  (ii)  assistance  furnished  by  a  supplier  of  home  heating  oil  or 
gas,  by  an  entity  whose  revenues  are  primarily  derived  on  a 
rate-of-return  basis  regulated  by  a  State  or  Federal  governmen- 
tal entity,  or  by  a  municipal  utility  providing  home  energy. 

(c)  The  Secretary  shall,  on  the  basis  of  his  review  of  the  reports 
received  from  the  State  under  [clause]  paragraph  (15)  of  subsec- 
tion (a),  compile  such  data  as  he  believes  necessary  and  from  time 
to  time  publish  his  findings  as  to  the  effectiveness  of  the  programs 
developed  and  administered  by  the  States  under  such  [clause] 
paragraph.  The  Secretary  shall  annually  report  to  the  Congress 
(with  the  first  such  report  being  made  on  or  before  July  1,  1970)  on 
the  programs  developed  and  administered  by  each  State  under 
such  [clause]  paragraph  (15). 

*****  «  )|c 

PAYMENTS  TO  STATES 

Sec.  403.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 

of  the  Treasury  shall  pay  to  each  State  which  has  an  approved 

plan  for  aid  and  services  to  needy  families  with  children,  for  each 

quarter,  beginning  with  the  quarter  commencing  October  1,  1959 — 
(1)  *  *  * 

*  *  *  «  «  «  « 

(3)  in  the  case  of  any  State,  an  amount  equal  to  the  sum  of 
the  following  proportions  of  the  total  amounts  expended  during 
such  quarter  as  found  necessary  by  the  Secretary  [of  Health, 
Education,  and  Welfare]  for  the  proper  and  efficient  adminis- 
tration of  the  State  plan— 

(A)  90  per  centum  of  so  much  of  the  sums  expended 
during  such  quarter  as  are  attributable  to  the  planning. 
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design,  development,  or  installation  of  such  statewide 
mechanized  claims  processing  and  information  retrieval 
systems  as  (i)  meet  the  conditions  of  section  402(a)(30),  and 
(ii)  the  Secretary  determines  are  likely  to  provide  more  ef- 
ficient, economical,  and  effective  administration  of  the 
plan  and  to  be  compatible  with  the  claims  processing  and 
information  retrieval  systems  utilized  in  the  administra- 
tion of  State  plans  approved  under  title  XIX,  and  State 
programs  with  respect  to  which  there  is  Federal  financial 
participation  under  title  XX,  and 

(B)  one-half  of  the  remainder  of  such  expenditures  (in- 
cluding as  expenditures  under  this  subparagraph  the  value 
of  any  services  furnished,  and  the  amount  of  any  pay- 
ments made  (to  cover  expenses  incurred  by  individuals 
under  a  program  of  employment  search),  under  section 
402(a)(35)(B)), 

except  that  no  payment  shall  be  made  with  respect  to  amounts 
expended  in  connection  with  the  provision  of  any  service  de- 
scribed in  section  2002(a)  of  this  Act  other  than  services  fur- 
nished under  section  402(a)(35)(B)  (as  described  in  the  paren- 
thetical phrase  in  subparagraph  (C)),  and  other  than  services 
the  provision  of  which  is  required  by  section  402(a)(19)  to  be  in- 
cluded in  the  plan  of  the  State;  or  which  is  a  service  provided 
in  connection  with  a  community  work  experience  program  or 
work  supplemental  program  under  section  409  or  414. 

******* 

(b)  The  method  of  computing  and  paying  such  amounts  shall  be 
as  follows: 

(1)  The  Secretary  shall,  prior  to  the  beginning  of  each  quar- 
ter, estimate  the  amount  to  be  paid  to  the  State  for  such  quar- 
ter under  the  provisions  of  subsection  (a),  such  estimate  to  be 
based  on  (A)  a  report  filed  by  the  State  containing  its  estimate 
of  the  total  sum  to  be  expended  in  such  quarter  in  accordance 
with  the  provisions  of  such  subsection  and  stating  the  amount 
appropriated  or  made  available  by  the  State  and  its  political 
subdivisions  for  such  expenditures  in  such  quarters,  and  if 
such  amount  is  less  than  the  State's  proportionate  share  of  the 
total  sum  of  such  estimated  expenditures,  the  source  or  sources 
from  which  the  difference  is  expected  to  be  derived,  (B)  records 
showing  the  number  of  dependent  children  in  the  State,  and  (C) 
such  other  investigation  as  the  Secretary  may  find  necessary. 

(2)  The  Secretary  of  [Health,  Education,  and  Welfare] 
Health  and  Human  Services  shall  then  certify  to  the  Secretary 
of  the  Treasury  the  amount  so  estimated  by  the  Secretary  of 
[Health,  Education,  and  Welfare,]  Health  and  Human  Serv- 
ices (A)  reduced  or  increased,  as  the  case  may  be,  by  any  sum 
by  which  the  Secretary  of  [Health,  Education,  and  Welfare] 
Health  and  Human  Services  finds  that  his  estimate  for  any 
prior  quarter  was  greater  or  less  than  the  amount  which 
should  have  been  paid  to  the  State  for  such  quarter,  (B)  re- 
duced by  a  sum  equivalent  to  the  pro  rata  share  to  which  the 
United  States  is  equitably  entitled,  as  determined  by  the  [Sec- 
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retary  of  Health,  Education,  and  Welfare]  Health  and  Human 
Services,  of  the  net  amount  recovered  during  any  prior  quarter 
by  the  State  or  any  political  subdivision  thereof  with  respect  to 
aid  to  families  with  dependent  children  furnished  under  the 
State  plan,  and  (C)  reduced  by  such  amount  as  is  necessary  to 
provide  the  ''appropriate  reimbursement  of  the  Federal  Gov- 
ernment" that  the  State  is  required  to  make  under  section  457 
out  of  that  portion  of  child  support  collections  retained  by  it 
pursuant  to  such  section;  except  that  such  increases  or  reduc- 
tions shall  not  be  made  to  the  extent  that  such  sums  have  been 
applied  to  make  the  amount  certified  for  any  prior  quarter 
greater  of  less  than  the  amount  estimated  by  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Serv- 
ices for  such  prior  quarter. 

(3)  The  Secretary  of  the  Treasury  shall  thereupon,  through 
[the  Fiscal  Service  of  the  Treasury  Department]  the  Fiscal 
service  of  the  Department  of  the  Treasury  and  prior  to  audit  or 
settlement  by  the  General  Accounting  Office,  pay  to  the  State,  at 
the  time  or  times  fixed  by  the  Secretary  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services,  the  amount  so 
certified. 

(j)  In  the  case  of  Puerto  Rico,  Guam,  or  the  Virgin  Islands,  if  the 
dollar  error  rate  of  aid  furnished  by  such  State  under  its  State  plan 
approved  under  this  part  with  respect  to  any  six-month  period,  as 
based  on  samples  and  evaluations  thereof,  is — 

(1)  at  least  4  per  centum,  the  amount  of  the  Federal  financial 
participation  in  the  expenditures  made  by  the  State  in  carry- 
ing out  such  plan  during  such  period  shall  be  determined  with- 
out regard  to  the  provisions  of  this  subsection;  or 

(2)  less  than  4  per  centum,  the  amount  of  the  Federal  finan- 
cial participation  in  the  expenditures  made  by  the  State  in  car- 
rying out  such  plan  during  such  period  shall  be  the  amount  de- 
termined without  regard  to  this  subsection,  plus,  of  the  amount 
by  which  such  expenditures  are  less  than  they  would  have 
been  if  the  erroneous  excess  pajonents  of  aid  had  been  at  a 
rate  of  4  per  centum — 

(A)  10  per  centum  of  the  Federal  share  of  such  amount, 
in  case  such  rate  is  not  less  than  3.5  per  centum, 

(B)  20  per  centum  of  the  Federal  share  of  such  amount, 
in  case  such  rate  is  at  least  3.0  per  centum  but  less  than 
3.5  per  centum, 

(C)  30  per  centum  of  the  Federal  share  of  such  amount, 
in  case  such  rate  is  at  least  2.5  per  centum  but  less  than 
3.0  per  centum, 

(D)  40  per  centum  of  the  Federal  share  of  such  amount, 
in  case  such  rate  is  at  least  2.0  per  centum  but  less  than  2.5 
per  centum, 

(E)  50  per  centum  of  the  Federal  share  of  such  amount, 
in  case  such  rate  is  less  than  2.0  per  centum. 

For  purposes  of  this  subsection  (i)  the  term  ''dollar  error  rate  of 
aid"  means  the  total  of  the  dollar  error  rates  of  aid  for  (I)  pay- 
ments to  ineligible  families  receiving  assistance;  (II)  overpayments 
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to  eligible  families  receiving  assistance;  (III)  underpayments  to  eli- 
gible families  receiving  assistance;  and  (IV)  nonpayments  to  eligible 
families  not  receiving  assistance  due  to  erroneous  terminations  or 
denials,  and  (ii)  the  term  "erroneous  excess  payment means 
the  total  (I)  erroneous  payments  to  ineligible  families  receiving  as- 
stance,  and  (II)  overpayments  to  eligible  families  receiving  assist- 
ance. 

DEFINITIONS 

Sec.  406.  When  used  in  this  part — 

(a)  *  *  * 

(b)  The  term  "aid  to  families  with  dependent  children"  means 
money  pajnnents  with  respect  to  a  dependent  child  or  dependent 
children,  or,  at  the  option  of  the  State,  a  pregnant  woman  but  only 
if  it  has  been  medically  verified  that  the  child  is  expected  to  be 
born  in  the  month  such  payments  are  made  or  within  the  three- 
month  period  following  such  month  of  payment,  and  who,  if  such 
child  had  been  born  and  was  living  with  her  in  the  month  of  pay- 
ment, would  be  eligible  for  aid  to  families  with  dependent  children, 
and  includes  (1)  money  payments  to  meet  the  needs  of  the  relative 
with  whom  any  dependent  child  is  living  (and  the  spouse  of  such 
relative  if  living  with  him  and  if  such  relative  is  the  child's  parent 
and  the  child  is  a  dependent  child  by  reason  of  the  physical  or 
mental  incapacity  of  a  parent  or  is  a  dependent  child  under  section 
407,  and  (2)  pa)nnents  with  respect  to  any  dependent  child  (includ- 
ing payments  to  meet  the  needs  of  the  relative,  and  the  relative's 
spouse,  with  whom  such  child  is  living,  and  the  needs  of  any  other 
individual  living  in  the  same  home  if  such  needs  are  taken  into  ac- 
count in  making  the  determination  under  section  402(a)(7))  which 
do  not  meet  the  preceding  requirements  of  this  subsection,  but 
which  would  meet  such  requirements  except  that  such  payments 
are  made  to  another  individual  who  (as  determined  in  accordance 
with  standards  prescribed  by  the  Secretary)  is  interested  in  or  con- 
cerned with  the  welfare  of  such  child  or  relative,  or  are  made  on 
behalf  of  such  child  or  relative  directly  to  a  person  furnishing  food, 
living  accommodations,  or  other  goods,  services,  or  items  to  or  for 
such  child,  relative,  or  other  individual,  but  only  with  respect  to  a 
State  whose  State  plan  approved  under  section  402  includes  provi- 
sion for — 

(A)  determination  by  the  State  agency  that  the  relative  of 
the  child  with  respect  to  whom  such  payments  are  made  has 
such  inability  to  manage  funds  that  making  payments  to  him 
would  be  contrary  to  the  welfare  of  the  child  and,  therefore,  it 
is  necessa/y  to  provide  such  aid  with  respect  to  such  child  and 
relative  through  payments  described  in  this  clause  (2); 

(B)  undertaking  and  continuing  special  efforts  to  develop 
greater  ability  on  the  part  of  the  relative  to  manage  funds  in 
such  manner  as  to  protect  the  welfare  of  the  family; 

(C)  periodic  review  by  such  State  agency  of  the  determina- 
tion under  clause  (A)  to  ascertain  whether  conditions  justifying 
such  determination  still  exist,  with  provision  for  termination  of 
such  payments  if  they  do  not  and  for  seeking  judicial  appoint- 
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ment  of  a  guardian  or  other  legal  representative,  as  described 

in  section  1111,  if  and  when  it  appears  that  the  need  for  such 

payments  is  continuing,  or  is  likely  to  continue,  beyond  a 

period  specified  by  the  Secretary;  and 

[(D)  aid  in  the  form  of  foster  home  care  in  behalf  of  children 

described  in  section  408(a);  and] 

[(E)]  (D)  opportunity  for  a  fair  hearing  before  the  State 

agency  on  the  determination  referred  to  in  clause  (A)  for  any 

individual  with  respect  to  whom  it  is  made. 
Payments  with  respect  to  a  dependent  child  which  are  intended  to 
enable  the  recipient  to  pay  for  specific  goods,  services,  or  items  rec- 
ognized by  the  State  agency  as  a  part  of  the  child's  need  under  the 
State  plan  may  (in  the  discretion  of  the  State  or  local  agency  ad- 
ministering the  plan  in  the  political  subdivision)  be  made,  pursuant 
to  a  determination  referred  to  in  clause  (2)(A),  in  the  form  of 
checks  drawn  jointly  to  the  order  of  the  recipient  and  the  person 
furnishing  such  goods,  services,  or  items  and  negotiable  only  upon 
endorsement  by  both  such  recipient  and  such  person;  and  pay- 
ments so  made  shall  be  considered  for  all  of  the  purposes  of  this 
part  to  be  payments  described  in  clause  (2).  Whenever  payments 
with  respect  to  a  dependent  child  are  made  in  the  manner  de- 
scribed in  clause  (2)  (including  payments  described  in  the  preceding 
sentence),  a  statement  of  the  specific  reasons  for  making  such  pay- 
ments in  that  manner  (on  which  the  determination  under  clause 
(2)(A)  was  based)  shall  be  placed  in  the  file  maintained  with  respect 
to  such  child  by  the  State  or  local  agency  administering  the  State 
plan  in  the  political  subdivision.  Payments  of  the  type  described  in 
clause  (2)  shall  not  be  subject  to  the  requirements  of  [clauses  (A) 
through  (E)]  clauses  (A)  through  (D)  of  such  clause  (2),  when  they 
are  made  in  the  manner  described  in  clause  (2)  at  the  request  of 
the  family  member  to  whom  payment  would  otherwise  be  made  in 
an  unrestricted  manner. 

DEPENDENT  CHILDREN  OF  UNEMPLOYED  PARENTS 

Sec.  407.  (a)  The  term  "dependent  child"  shall,  notwithstanding 
section  406(a),  include  a  needy  child  who  meets  the  requirements  of 
section  406(a)(2),  who  has  been  deprived  of  parental  support  or  care 
by  reason  of  the  unemployment  (as  determined  in  accordance  with 
standards  prescribed  by  the  Secretary)  of  the  parent  who  is  the 
principal  earner,  and  who  is  living  with  any  of  the  relatives  speci- 
fied in  section  406(a)(1)  in  a  place  of  residence  maintained  by  one  or 
more  of  such  relatives  as  his  (or  their)  own  home. 

(b)  The  provisions  of  subsection  (a)  shall  be  applicable  to  a  State 
if  the  State's  plan  approved  under  section  402 — 

(1)  requires  the  payment  of  aid  to  families  with  dependent 
children  with  respect  to  a  dependent  child  as  defined  in  subsec- 
tion (a)  when — 

(A)  whichever  of  such  child's  parents  is  the  principal 
earner  has  not  been  employed  (as  determined  in  accord- 
ance with  the  standards  prescribed  by  the  Secretary)  for  at 
least  30  days  prior  to  the  receipt  of  such  aid, 
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(B)  such  parent  has  not  without  good  cause,  within  such 
period  (of  not  less  than  30  days)  as  may  be  prescribed  by 
the  Secretary,  refused  a  bona  fide  offer  of  employment  or 
training  for  employment,  and 

(C)  (i)  such  [father]  parent  has  6  or  more  quarters  of 
work  (as  defined  in  subsection  (d)(1))  in  any  13-calendar- 
quarter  period  ending  within  one  year  prior  to  the  applica- 
tion for  such  aid  or  (ii)  [he]  such  parent  received  unem- 
ployment compensation  under  an  unemployment  compen- 
sation law  of  a  State  or  of  the  United  States,  or  [he]  such 
parent  was  qualified  (within  the  meaning  of  subsection 
(d)(3))  for  unemployment  compensation  under  the  unem- 
ployment compensation  law  of  the  State,  within  one  year 
prior  to  the  application  for  such  aid;  and 

(2)  provides — 

(A)  for  such  assurances  as  will  satisfy  the  Secretary  that 
unemployed  parents  of  dependent  children  as  defined  in 
subsection  (a)  will  be  certified  to  the  Secretary  of  Labor  as 
provided  in  section  402(a)(19)  within  [thirty]  30  days  after 
receipt  of  aid  with  respect  to  such  children; 

(B)  for  entering  into  cooperative  arrangements  with  the 
State  agency  responsible  for  administering  or  supervising 
the  administration  of  vocational  education  in  the  State,  de- 
signed to  assure  maximum  utilization  of  available  public 
vocational  education  services  and  facilities  in  the  State  in 
order  to  encourage  the  retraining  of  individuals  capable  of 
being  retrained; 

******* 

(e)  The  Secretary  of  [Health,  Education,  and  Welfare]  and  the 
Secretary  of  Labor  shall  jointly  enter  into  an  agreement  with  each 
State  which  is  able  and  willing  to  do  so  for  the  purpose  of  (1)  sim- 
plifying the  procedures  to  be  followed  by  unemployed  parents  and 
other  unemployment  persons  in  such  State  in  registering  pursuant 
to  section  402(a)(19)  for  the  work  incentive  program  established  by 
part  C  of  this  title  and  in  registering  with  public  employment  of- 
fices (under  this  section  and  otherwise)  or  in  connection  with  appli- 
cations for  unemployment  compensation,  by  reducing  the  number 
of  locations  or  agencies  where  such  persons  must  go  in  order  to  reg- 
ister for  such  programs  and  in  connection  with  such  applications, 
and  (2)  providing  where  possible  for  a  single  registration  satisfying 
this  section  and  the  reqruirements  of  both  the  work  incentive  pro- 
gram and  the  applicable  unemployment  compensation  laws. 

COMMUNITY  WORK  EXPERIENCE  PROGRAMS 

Sec.  409.  (a)(1)  Any  State  which  chooses  to  do  so  may  establish  a 
community  work  experience  program  in  accordance  with  this  sec- 
tion. The  purpose  of  the  community  work  experience  program  is  to 
provide  experience  and  training  for  individuals  not  otherwise  able 
to  obtain  employment,  in  order  to  assist  them  to  move  into  regular 
employment.  Community  work  experience  programs  shall  be  de- 
signed to  improve  the  employability  of  participants  through  actual 
work  experience  and  training  and  to  enable  individuals  employed 
under  community  work  experience  programs  to  move  promptly 
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into  regular  public  or  private  employment.  The  facilities  of  the 
State  public  employment  offices  may  be  utilized  to  find  employ- 
ment opportunities  for  recipients  under  this  program.  Community 
work  experience  programs  shall  be  limited  to  projects  which  serve 
a  useful  public  purpose  in  fields  such  as  health,  social  service,  envi- 
ronmental protection,  education,  urban  and  rural  development  and 
redevelopment,  welfare,  recreation,  public  facilities,  public  safety, 
and  day  care.  To  the  extent  possible,  the  prior  training,  experience, 
and  skills  of  a  recipient  shall  be  utilized  in  making  appropriate 
work  experience  assignments.  A  community  work  experience  pro- 
gram established  under  this  section  shall  provide — 

(A)  appropriate  standards  for  health,  safety,  and  other  condi- 
tions applicable  to  the  performance  of  work; 

(B)  that  the  program  does  not  result  in  displacement  of  per- 
sons currently  employed,  or  the  filling  of  established  unfilled 
position  [vacaniesj  vacancies; 

(C)  reasonable  conditions  of  work,  taking  into  account  the  ge- 
ographic region,  the  residence  of  the  participants,  and  the  pro- 
ficiency of  the  participants; 

(D)  that  participants  will  not  be  required,  without  their  con- 
sent, to  travel  an  unreasonable  distance  from  their  homes  or 
remain  away  from  their  homes  overnight; 

(E)  that  the  maximum  number  of  hours  in  any  month  that  a 
participant  may  be  required  to  work  is  that  number  which 
equals  the  amount  of  aid  payable  with  respect  to  the  family  of 
which  such  individual  is  a  member  under  the  State  plan  ap- 
proved under  this  part,  divided  by  the  greater  of  the  Federal  or 
the  applicable  State  minimum  wage;  and 

(F)  that  provision  will  be  made  for  transportation  and  other 
costs,  not  in  excess  of  an  amount  established  by  the  Secretary, 
reasonably  necessary  and  directly  related  to  participation  in 
the  program. 

(2)  Nothing  contained  in  this  section  shall  be  construed  as 
authorizing  the  payment  of  aid  under  this  part  as  compensation  for 
work  performed,  nor  shall  a  participant  be  entitled  to  a  salary  or 
to  any  other  work  or  training  expense  provided  under  any  other 
provision  of  law  by  reason  of  his  participation  in  a  program  under 
this  section. 

(3)  Nothing  in  this  part  or  part  C,  or  in  any  State  plan  approved 
under  this  part,  shall  be  construed  to  prevent  a  State  from  operat- 
ing (on  such  terms  and  conditions  and  in  such  cases  as  the  State 
may  find  to  be  necessary  or  appropriate,  whether  or  not  such 
terms,  conditions,  and  cases  are  consistent  with  section  402(a)(19)  or 
part  [(C))]  C)  a  community  work  experience  program  in  accord- 
ance with  this  section. 

****♦♦» 

FOOD  STAMP  DISTRIBUTION 

Sec.  410.  (a)  Any  State  plan  for  aid  and  services  to  needy  families 
with  children  may  (but  is  not  required  under  this  title  or  any  other 
provision  of  Federal  law  to)  provide  for  the  institution  of  proce- 
dures, in  any  or  all  areas  of  the  State,  by  the  State  agency  adminis- 
tering or  supervising  the  administration  of  such  plan  under  which 
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any  household  participating  in  the  food  stamp  program  established 
by  the  Food  Stamp  Act  of  [1964]  1977,  as  amended,  will  be  enti- 
tled, if  it  so  elects,  to  have  the  charges,  if  any,  for  its  coupon  allot- 
ment under  such  program  deducted  from  any  aid,  in  the  form  of 
money  payments,  which  is  (or,  except  for  the  deduction  of  such 
charge,  would  be)  payable  to  or  with  respect  to  such  household  (or 
any  member  or  members  thereof)  under  such  plan  and  have  its 
coupon  allotment  distributed  to  it  with  such  aid. 

(b)  Any  deduction  made  pursuant  to  an  option  provided  in  ac- 
cordance with  subsection  (a)  shall  not  be  considered  to  be  a  pay- 
ment described  in  section  406(b)(2). 

(c)  Notwithstanding  any  other  provision  of  law,  no  agency  which 
is  designated  as  a  State  agency  for  any  State  under  or  pursuant  to 
the  Food  Stamp  Act  of  [1964]  1977,  as  amended,  shall  be  regarded 
as  having  failed  to  comply  with  any  requirement  imposed  by  or 
pursuant  to  such  Act  solely  because  of  the  failure,  of  the  State 
agency  administering  or  supervising  the  administration  of  the 
State  plan  (approved  under  this  part)  of  such  State,  to  institute  or 
carry  out  a  procedure,  described  in  subsection  (a). 

ATTRIBUTION  OF  SPONSOR'S  INCOME  AND  RESOURCES  TO  ALIEN 

Sec.  415.  (a)  For  purposes  of  determining  eligiblity  for  and  the 
amount  of  benefits  under  a  State  plan  approved  under  this  part  for 
an  individual  who  is  an  alien  described  in  clause  (B)  of  section 
402(a)(33),  the  income  and  resources  of  any  person  who  (as  a  spon- 
sor of  such  individual's  entry  into  the  United  States)  executed  an 
affidavit  of  support  or  similar  agreement  with  respect  to  such  indi- 
vidual and  the  income  and  resources  of  the  sponsor's  spouse,  shall 
be  deemed  to  be  the  unearned  income  and  resources  of  such  indi- 
vidual (in  accordance  with  subsections  (b)  and  (c))  for  a  period  of 
three  years  after  the  individual's  entry  into  the  United  States, 
except  that  this  section  is  not  applicable  if  such  individual  is  a  de- 
pendent child  and  such  sponsor  (or  such  sponsor's  spouse)  is  the 
parent  of  such  child. 

(b)(1)  The  amount  of  income  of  a  sponsor  (and  his  spouse)  which 
shall  be  deemed  to  be  the  unearned  income  of  an  alien  for  any 
month  shall  be  determined  as  follows: 

(A)  the  total  amount  of  earned  and  unearned  income  of  such 
sponsor  and  such  sponsor's  spouse  (if  such  spouse  is  living  with 
the  sponsor)  shall  be  determined  for  such  month; 

(B)  the  amount  determined  under  subparagraph  (A)  shall  be 
reduced  by  an  amount  equal  to  the  sum  of— 

(i)  the  lesser  of  (I)  20  percent  of  the  total  of  any  amounts 
received  by  the  sponsor  and  his  spouse  in  such  month  as 
wages  or  salary  or  as  net  earnings  from  self-employment, 
plus  the  full  amount  of  any  costs  incurred  by  them  in  pro- 
ducing self-employment  income  in  such  month,  or  (II)  $175; 

(ii)  the  cash  needs  standard  established  by  the  State 
under  its  plan  for  a  family  of  the  same  size  and  composi- 
tion as  the  sponsor  and  those  other  individuals  living  in 
the  same  household  as  the  sponsor  who  are  claimed  by 
him  as  dependents  for  purposes  of  [determinig]  determin- 
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ing  his  Federal  personal  income  tax  liability  but  whose 
needs  are  not  taken  into  account  in  making  a  determina- 
tion under  section  402(a)(7); 

(iii)  any  amounts  paid  by  the  sponsor  (or  his  spouse)  to 
individuals  not  living  in  such  household  who  are  claimed 
by  him  as  dependents  for  purposes  of  determining  his  Fed- 
eral personal  income  tax  liability;  and 

(iv)  any  payments  of  alimony  or  child  support  with  re- 
spect to  individuals  not  living  in  such  household. 

Part  B — Child  Welfare  Services 
appropriation 

Sec.  420.  (a)  For  the  purpose  of  enabling  the  United  States, 
through  the  Secretary,  to  cooperate  with  State  public  welfare  agen- 
cies in  establishing,  extending,  and  strengthening  child  welfare 
services,  there  is  authorized  to  be  appropriated  for  each  fiscal  year 
the  sum  of  $266,000,000. 

(b)  Funds  appropriated  for  any  fiscal  year  pursuant  to  the  au- 
thorization contained  in  subsection  (a)  shall  be  included  in  the  ap- 
propriation Act  (or  supplemental  appropriation  Act)  for  the  fiscal 
year  preceding  the  fiscal  year  for  which  such  funds  are  available 
for  obligation.  In  order  to  effect  a  transition  to  this  method  of 
timing  appropriation  action,  the  preceding  sentence  [,]  shall 
apply  notwithstanding  the  fact  that  its  initial  application  will 
result  in  the  enactment  in  the  same  year  (whether  in  the  same  ap- 
propriation Act  or  otherwise)  of  two  separate  appropriations,  one 
for  the  then  current  fiscal  year  and  one  for  the  succeeding  fiscal 
year. 

PART  C— WORK  INCENTIVE  PROGRAM  FOR  RECIPIENTS 
OF  AID  UNDER  STATE  PLAN  APPROVED  UNDER  PART  A 
♦  ***♦*♦ 

APPROPRIATION 

Sec.  431.  (a)  There  is  hereby  authorized  to  be  appropriated  to  the 
Secretary  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services  for  each  fiscal  year  a  sum  sufficient  to  carry  out 
the  purposes  of  this  part.  The  Secretary  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services  shall  transfer  to  the 
Secretary  of  Labor  from  time  to  time  sufficient  amounts,  out  of  the 
moneys  appropriated  pursuant  to  this  section,  to  enable  him  to 
carry  out  such  purposes. 

**♦♦♦** 

ESTABLISHMENT  OF  PROGRAMS 

Sec.  432.  (a)  *  *  * 


1176 


(d)  In  providing  the  training  and  employment  services  and  oppor- 
tunities required  by  this  part,  the  Secretary  [of  Labor]  shall,  to 
the  maximum  extent  feasible,  assure  that  such  services  and  oppor- 
tunities are  provided  by  using  all  authority  available  under  this  or 
any  other  Act.  In  order  to  assure  that  the  services  and  opportuni- 
ties so  required  are  provided,  the  Secretary  [of  Labor]  (1)  shall 
assure,  when  appropriate,  that  registrants  under  this  part  are  re- 
ferred for  training  and  employment  services  under  the  Job  Train- 
ing Partnership  Act,  and  (2)  may  use  the  funds  appropriated  under 
this  part  to  provide  programs  required  by  this  part  through  such 
other  Acts  to  the  same  extent  and  under  the  same  conditions 
(except  as  regards  the  Federal  matching  percentage)  as  if  appropri- 
ated under  such  other  Act  and,  in  making  use  of  the  programs  of 
other  Federal,  State,  or  local  agencies  (public  or  private),  the  Secre- 
tary [of  Labor]  may  reimburse  such  agencies  for  services  ren- 
dered to  individuals  under  this  part  to  the  extent  that  such  serv- 
ices and  opportunities  are  not  otherwise  available  on  a  nonreim- 
bursable basis. 

******* 

(f)  (1)  The  Secretary  [of  Labor]  shall  utilize  the  services  of  each 
private  industry  council  (as  established  under  the  Job  Training 
Partnership  Act)  to  identify  and  provide  advice  on  the  types  of  jobs 
available  or  likely  to  become  available  in  the  service  delivery  area 
of  such  council. 

******* 

OPERATION  OF  PROGRAM 

Sec.  433.  (a)  *  *  * 

♦  ♦**♦** 

(g)  Where  an  individual,  certified  to  the  Secretary  [of  Labor] 
pursuant  to  section  402(a)(19)(G)  refuses  without  good  cause  to 
accept  employment  or  participate  in  a  project  under  a  program  es- 
tablished by  this  part,  the  Secretary  [of  Labor]  shall  (after  provid- 
ing opportunity  for  fair  hearing)  notify  the  State  agency  which  cer- 
tified such  individual  and  submit  such  other  information  as  he  may 
have  with  respect  to  such  refusal. 

******* 

INCENTIVE  PAYMENT 

Sec.  434.  (a)  The  Secretary  is  authorized  to  pay  to  any  partici- 
pant under  a  program  established  by  section  432(b)(2)  an  incentive 
payment  of  not  more  than  $30  per  month,  payable  in  such  amounts 
and  at  such  times  as  the  Secretary  prescribes. 

(b)  The  Secretary  [of  Labor]  is  also  authorized  to  pay,  to  any 
member  of  a  family  participating  in  manpower  training  under  this 
part,  allowances  for  transportation  and  other  costs  incurred  by 
such  member,  to  the  extent  such  costs  are  necessary  to  and  directly 
related  to  the  participation  by  such  member  in  such  training. 
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PERIOD  OF  ENROLLMENT 

Sec.  436.  (a)  The  program  established  by  section  432(b)(2)  shall  be 
designed  by  the  Secretary  so  that  the  average  period  of  enrollment 
under  all  projects  under  such  program  throughout  any  area  of  the 
United  States  will  not  exceed  one  year. 

(b)  Services  provided  under  this  part  may  continue  to  be  provided 
to  an  individual  for  such  period  as  the  Secretary  determines  (in  ac- 
cordance with  regulations  prescribed  jointly  by  him  and  the  Secre- 
tary of  [Health,  Education,  and  Welfare]  Health  and  Human 
Services)  is  necessary  to  qualify  him  fully  for  employment  even 
though  his  earnings  disqualify  him  from  aid  under  a  State  plan  ap- 
proved under  section  402. 

******* 

RULES  AND  REGULATIONS 

Sec.  439.  The  Secretary  and  the  Secretary  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services,  shall,  not  later  than 
July  1,  1972,  issue  regulations  to  carry  out  the  purposes  of  this 
part.  Such  regulations  shall  provide  for  the  establishment,  jointly 
by  the  Secretary  and  the  Secretary  of  [Health,  Education,  and 
Welfare]  Health  and  Human  Services,  of  (1)  a  national  coordina- 
tion committee  the  duty  of  which  shall  be  to  establish  uniform  re- 
porting and  similar  requirements  for  the  administration  of  this 
part,  and  (2)  a  regional  coordination  committee  for  each  region 
which  shall  be  responsible  for  review  and  approval  of  statewide 
operational  plans  developed  pursuant  to  section  433(b). 

*  *  *  *  *  *  * 

EVALUATION  AND  RESEARCH 

Sec.  441.  [(a)]  The  Secretary  shall  (jointly  with  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Services 
provide  for  the  continuing  evaluation  of  the  work  incentive  pro- 
grams established  by  this  part,  including  their  effectiveness  in 
achieving  stated  goals  and  their  impact  on  other  related  programs. 
He  also  may  conduct  research  regarding  ways  to  increase  the  effec- 
tiveness of  such  programs.  He  may,  for  this  purpose,  contract  for 
independent  evaluations  of  and  research  regarding  such  programs 
or  individual  projects  under  such  programs.  For  purposes  of  sec- 
tions 435  and  443,  the  costs  of  carrying  out  this  section  shall  not  be 
regarded  as  costs  of  carrying  out  work  incentive  programs  estab- 
lished by  this  part.  Nothing  in  this  section  shall  be  construed  as 
authorizing  the  Secretary  to  enter  into  any  contract  with  any  orga- 
nization after  June  1,  1970,  for  the  dissemination  by  such  organiza- 
tion of  information  about  programs  authorized  to  be  carried  on 
under  this  part. 

******* 

COLLECTION  OF  STATE  SHARE 

Sec.  443.  If  a  non-Federal  contribution  of  10  per  centum  of  the 
costs  of  the  work  incentive  programs  established  by  this  part  is  not 
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made  in  any  State  (as  specified  in  section  402(a)),  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Services 
may  withhold  any  action  under  section  404  because  of  the  State's 
failure  to  comply  substantially  with  a  provision  required  by  section 
402.  If  the  Secretary  of  [Health,  Education,  and  Welfare]  Health 
and  Human  Services  does  withhold  such  action,  he  shall,  after  rea- 
sonable notice  and  opportunity  for  hearing  to  the  appropriate  State 
agency  or  agencies,  withhold  any  payments  to  be  made  to  the  State 
under  sections  3(a),  403(a),  1003(a),  1403(a),  1603(a),  and  1903(a) 
until  the  amount  so  withheld  (including  any  amounts  contributed 
by  the  State  pursuant  to  the  requirement  in  section  402(a)(19)(C) 
equals  10  per  centum  of  the  costs  of  such  work  incentive  programs. 
Such  withholding  shall  remain  in  effect  until  such  time  as  the  Sec- 
retary has  assurances  from  the  State  that  such  10  per  centum  will 
be  contributed  as  required  by  section  402.  Amounts  so  withheld 
shall  be  deemed  to  have  been  paid  to  the  State  under  such  section 
and  shall  be  paid  by  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  to  the  Secretary.  Such  payment 
shall  be  considered  a  non-Federal  contribution  for  purposes  of  sec- 
tion 435. 

AGREEMENTS  WITH  OTHER  AGENCIES  PROVIDING  ASSISTANCE  TO 
FAMILIES  OF  UNEHVIPLOYED  PARENTS 

Sec.  444.  (a)  The  Secretary  ia  authorized  to  enter  into  an  agree- 
ment (in  accordance  with  the  succeeding  provisions  of  this  section) 
with  any  qualified  State  agency  (as  described  in  subsection  (d)) 
under  which  the  program  established  by  the  preceding  sections  of 
this  part  C  will  (except  as  otherwise  provided  in  this  section)  be  ap- 
plicable to  individuals  certified  by  such  State  agency  in  the  same 
manner,  to  the  same  extent,  and  under  the  same  conditions  as  such 
program  is  applicable  with  respect  to  individuals  certified  to  the 
Secretary  by  a  State  agency  administering  or  supervising  the  ad- 
ministration of  a  State  plan  approved  by  the  Secretary  of  [Health, 
Education,  and  Welfare]  Health  and  Human  Services  under  part 
A  of  this  title. 

***♦♦♦* 

(d)  The  Secretary  shall,  at  the  request  of  any  qualified  State 
agency  referred  to  in  subsection  (a)  of  this  section  and  upon  receipt 
from  it  of  a  list  of  the  names  of  individuals  [reref erred]  referred 
to  the  Secretary,  furnish  to  such  agency  the  names  of  each  individ- 
ual on  such  list  participating  in  public  service  employment  under 
section  433(a)(3)  whom  the  Secretary  determines  should  continue  to 
participate  in  such  employment.  The  Secretary  shall  not  comply 
with  any  such  request  with  respect  to  an  individual  on  such  Hst 
unless  such  individual  has  been  certified  to  the  Secretary  by  such 
agency  under  section  402(a)(19)(G)  for  a  period  of  at  least  six 
months. 

WORK  INCENTIVE  DEMONSTRATION  PROGRAM 

Sec.  445.  (a)  Notwithstanding  any  other  provision  of  this  part 
and  part  A  of  this  title,  any  State  may  elect  as  an  alternative  to 
the  work  incentive  program  otherwise  provided  in  this  part,  and 
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subject  to  the  provision  of  this  section,  to  operate  a  work  incentive 
demonstration  program  for  the  purpose  of  demonstrating  single 
agency  administration  of  the  work-related  objectives  of  this  Act, 
and  to  receive  payments  under  the  provisions  of  this  section. 

(b)(1)  Not  later  than  June  30,  1984,  the  Governor  of  a  State  which 
desires  to  operate  a  work  incentive  demonstration  program  under 
this  section  shall  submit  to  the  Secretary  of  Health  and  Human 
Services  a  letter  of  application  stating  such  intent.  Accompanying 
the  letter  of  application  shall  be  a  State  program  plan  which 
must — 

(A)  provide  that  the  agency  conducting  the  demonstration 
program  within  the  State  shall  be  the  single  State  agency 
which  administers  or  supervises  the  administration  of  the 
State  plan  under  part  A  of  this  title; 

(B)  provide  that  all  persons  eligible  for  or  receiving  assist- 
ance under  the  aid  to  families  with  dependent  children  pro- 
gram shall  be  eligible  to  participate  in,  and  shall  be  required 
to  participate  in,  the  work  incentive  demonstration  program, 
subject  to  the  same  criteria  for  participation  in  such  demon- 
stration program  as  are  in  effect  under  this  part  and  part  A 
during  the  month  before  the  month  in  which  the  demonstra- 
tion program  commences,  but  subject  to  waiver  of  such  crite- 
ria as  provided  under  section  115. 

(C)  provide  that  the  criteria  for  participation  in  the  work  in- 
centive demonstration  program  shall  be  uniform  throughout 
the  State; 

(D)  provide  a  statement  of  the  objectives  which  the  State  ex- 
pects to  meet  through  operation  of  a  work  incentive  demon- 
stration program,  with  emphasis  on  how  the  State  expects  to 
maximize  client  placement  in  nonsubsidized  private  sector  em- 
ployment; 

(E)  describe  the  techniques  to  be  used  to  achieve  the  objec- 
tives of  the  work  incentive  demonstration  program,  which  may 
include  but  shall  not  be  limited  to:  maximum  periods  of  par- 
ticipation, jobs  training,  job  find  clubs,  grant  diversion  to 
either  public  or  private  sector  employers,  services  contracts 
with  State  employment  services,  prime  sponsors  under  the 
[Comprehensive  Employment  and  Training  Act  of  1973]  Job 
Training  Partnership  Act,  or  private  placement  agencies,  tar- 
geted jobs  tax  credit  outreach  campaigns,  and  performance- 
based  placement  incentives;  and 

(F)  set  forth  the  format  and  frequency  of  reporting  of  infor- 
mation regarding  operation  of  the  work  incentive  demonstra- 
tion program. 
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PART  D— CHILD  SUPPORT  AND  ESTABLISHMENT  OF 
PATERNITY 

******* 

DUTIES  OF  THE  SECRETARY 

Sec.  452.  (a)  The  Secretary  shall  establish,  within  the  Depart- 
ment of  [Health,  Education,  and  Welfare]  Health  and  Human 
Services  a  separate  organizational  unit,  under  the  direction  of  a 
designee  of  the  Secretary,  who  shall  report  directly  to  the  Secre- 
tary and  who  shall — 

(1)  establish  such  standards  for  State  programs  for  locating 
absent  parents,  establishing  paternity,  and  obtaining  child  sup- 
port and  support  for  the  spouse  (or  former  spouse)  with  whom 
the  absent  parent's  child  is  living  as  he  determines  to  be  neces- 
sary to  assure  that  such  programs  will  be  effective; 

(2)  establish  minimum  organizational  and  staffing  require- 
ments for  State  units  engaged  in  carrying  out  such  programs 
under  plans  approved  under  this  part; 

(3)  review  and  approve  State  plans  for  such  programs; 

(4)  evaluate  the  implementation  of  State  programs  estab- 
lished pursuant  to  such  plan,  conduct  such  audits  of  State  pro- 
grams established  under  the  plan  approved  under  this  part  as 
may  be  necessary  to  assure  their  conformity  with  the  require- 
ments of  this  part,  and,  not  less  often  than  annually,  conduct  a 
complete  audit  of  the  programs  established  under  such  plan  in 
each  State  and  determine  for  the  purposes  of  the  penalty  pro- 
vision of  section  403(h)  whether  the  actual  operation  of  such 
programs  in  each  State  conforms  to  the  requirements  of  this 
part; 

(5)  assist  States  in  establishing  adequate  reporting  proce- 
dures and  maintain  records  of  the  operations  of  programs  es- 
tablished pursuant  to  this  part  in  each  State; 

(6)  maintain  records  of  all  amounts  collected  and  disbursed 
under  programs  established  pursuant  to  the  provisions  of  this 
part  and  of  the  costs  incurred  in  collecting  such  amounts; 

(7)  provide  technical  assistance  to  the  States  to  help  them  es- 
tablish effective  systems  for  collecting  child  and  spousal  sup- 
port and  establishing  paternity; 

(8)  receive  applications  from  States  for  permission  to  utilize 
the  courts  of  the  United  States  to  enforce  court  orders  for  sup- 
port against  absent  parents  and,  upon  a  finding  that  (A)  an- 
other State  has  not  undertaken  to  enforce  the  court  order  of 
the  originating  State  against  the  absent  parent  within  a  rea- 
sonable time,  and  (B)  that  utilization  of  the  Federal  courts  is 
the  only  reasonable  method  of  enforcing  such  order,  approve 
such  applications; 

(9)  operate  the  Parent  Locator  Service  established  by  section 
453;  and 

(10)  not  later  than  three  months  after  the  end  of  each  fiscal 
year,  beginning  with  the  year  1977,  submit  to  the  Congress  a 
full  and  complete  report  on  all  activities  undertaken  pursuant 
to  the  provisions  of  this  part,  which  report  shall  include,  but 
not  be  limited  to,  the  following: 

(A)  total  program  costs  and  collections  set  forth  in  suffi- 
cient detail  to  show  the  cost  to  the  States  and  the  Federal 
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Government,  the  distribution  of  collections  to  families, 
State  and  local  governmental  units,  and  the  Federal  Gov- 
ernment; and  an  identification  of  the  financial  impact  of 
the  provisions  of  this  part; 

(B)  costs  and  staff  associated  with  the  Office  of  Child 
Support  Enforcement; 

(C)  the  number  of  child  support  cases  (with  separate 
identification  of  the  number  in  which  collection  of  spousal 
support  was  involved)  in  each  State  during  each  quarter  of 
the  fiscal  year  last  ending  before  the  report  is  submitted 
and  during  each  quarter  of  the  preceding  fiscal  year  (in- 
cluding the  transitional  period  beginning  July  1,  1976,  and 
ending  September  30,  1976,  in  the  case  of  the  first  report 
to  which  this  subparagraph  applies),  and  the  disposition  of 
such  cases; 

(D)  the  status  of  all  State  plans  under  this  part  as  of  the 
end  of  the  fiscal  year  last  ending  before  the  report  is  sub- 
mitted, together  with  an  explanation  of  any  problems 
which  are  delaying  or  preventing  approval  of  State  plans 
under  this  part; 

(E)  data,  by  State,  on  the  use  of  the  Federal  Parent  Loca- 
tor Service,  and  the  number  of  locate  requests  submitted 
without  the  absent  parent's  social  security  account 
number; 

(F)  the  number  of  cases,  by  State,  in  which  an  applicant 
for  or  recipient  of  aid  under  a  State  plan  approved  under 
part  A  has  refused  to  cooperate  in  identifying  and  locating 
the  absent  parent  and  the  number  of  cases  in  which  refus- 
al so  to  cooperate  is  based  on  good  cause  (as  determined  in 
accordance  with  the  standards  referred  to  in  section 
402(a)(26)(B)(ii)); 

(G)  data,  by  State,  or  the  use  of  Federal  courts  and  on 
use  of  the  Internal  Revenue  Service  for  collections,  the 
number  of  court  orders  on  which  collections  were  made, 
the  number  of  paternity  determinations  made  and  the 
number  of  parents  located,  in  sufficient  detail  to  show  the 
cost  and  benefits  to  the  States  and  to  the  Federal  Govern- 
ment; and 

(H)  the  major  problems  encountered  which  have  delayed 
or  prevented  implementation  of  the  provisions  of  this  part 
during  the  fiscal  year  last  ending  prior  to  the  submission 
of  such  report. 

The  information  contained  in  any  such  report  under  subpara- 
graph (A)  shall  specifically  include  (i)  the  total  amount  of  child 
support  payments  collected  as  a  result  of  services  furnished 
during  the  fiscal  year  involved  to  individuals  under  section 
454(6),  (ii)  the  cost  to  the  States  and  to  the  Federal  Govern- 
ment of  furnishing  such  services  to  those  individuals,  and  (iii) 
the  extent  to  which  the  furnishing  of  such  services  was  suc- 
cessful in  providing  sufficient  support  to  those  individuals  to 
assure  that  they  did  not  require  assistance  under  the  State 
plan  approved  under  part  A. 

******* 

(c)(1)  There  is  hereby  established  in  the  Treasury  a  revolving 
fund  which  shall  be  available  to  the  Secretary  without  fiscal  year 
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limitation,  to  enable  him  to  pay  to  the  States  for  distribution  in  ac- 
cordance with  the  provisions  of  section  457  such  amounts  as  may 
be  collected  and  paid  (subject  to  paragraph  (2))  into  such  fund 
under  section  6305  of  the  Internal  Revenue  Code  of  1954. 

(2)  There  is  hereby  appropriated  to  the  fund,  out  of  any  moneys 
in  the  Treasury  not  otherwise  appropriated,  amounts  equal  to  the 
amounts  collected  under  section  6305  of  the  Internal  Revenue  Code 
of  1954,  reduced  by  the  amounts  credited  or  refunded  as  overpay- 
ments of  the  amounts  so  collected.  The  amounts  appropriated  by 
the  preceding  [sectionj  sentence  shall  be  transferred  at  least  quar- 
terly from  the  general  fund  of  the  Treasury  to  the  fund  on  the 
basis  of  estimates  made  by  the  Secretary  of  the  Treasury.  Proper 
adjustments  shall  be  made  in  the  amounts  subsequently  trans- 
ferred to  the  extent  prior  estimates  were  in  excess  of  or  less  than 
the  amounts  required  to  be  transferred. 

«*«««*« 

PARENT  LOCATOR  SERVICE 

Sec.  453.  (a)  *  *  * 

******* 

(b)  Upon  request,  filed  in  accordance  with  subsection  (d)  of  any 
authorized  person  (as  defined  in  subsection  (c))  for  the  most  recent 
address  and  place  of  employment  of  any  absent  parent,  the  Secre- 
tary shall,  notwithstanding  any  other  provision  of  law,  provide 
through  the  Parent  Locator  Service  such  information  to  such 
person,  if  such  information — 

(1)  is  contained  in  any  files  or  records  maintained  by  the  Sec- 
retary or  by  the  Department  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services;  or 

(2)  is  not  contained  in  such  files  or  records,  but  can  be  ob- 
tained by  the  Secretary,  under  the  authority  conferred  by 
subsection  (e),  from  any  other  department,  agency,  or 
instrumentality,  [or]  of  the  United  States  or  of  any  State. 

No  information  shall  be  disclosed  to  any  person  if  the  disclosure  of 
such  information  would  contravene  the  national  policy  or  security 
interests  of  the  United  States  or  the  confidentiality  of  census  data. 
The  Secretary  shall  give  priority  to  requests  made  by  any  author- 
ized person  described  in  subsection  (c)(1). 

******* 

STATE  PLAN  FOR  CHILD  AND  SPOUSAL  SUPPORT 

Sec.  454.  A  State  plan  for  child  and  spousal  support  must — 
(1)  *  *  * 

******* 

(8)  provide  that  the  agency  administering  the  plan  will  estab- 
lish a  service  to  locate  absent  parents  utilizing — 

(A)  all  sources  of  information  and  available  records,  and 

(B)  the  Parent  Locator  Service  in  the  Department  of 
[Health,  Education,  and  Welfare]  Health  and  Human 
Services; 
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(9)  provide  that  the  State  will,  in  accordance  with  standards 
prescribed  by  the  Secretary,  cooperate  with  any  other  State — 

(A)  in  establishing  paternity,  if  necessary, 

(B)  in  locating  an  absent  parent  residing  in  the  State 
(whether  or  not  permanently)  against  whom  any  action  is 
being  taken  under  a  program  established  under  a  plan  ap- 
proved under  this  part  in  another  State, 

(C)  in  securing  compliance  by  an  absent  parent  residing 
in  such  State  (whether  or  not  permanently)  with  an  order 
issued  by  a  court  of  competent  jurisdiction  against  such 
parent  for  the  support  and  maintenance  of  the  child  or 
children  or  the  parent  of  such  child  or  children  [of  such 
parent  J  with  respect  to  whom  aid  is  being  provided  under 
the  plan  of  such  other  State,  and 

(D)  in  carrying  out  other  functions  required  under  a 
plan  approved  under  this  part; 

*  *  *  *  «  *  )|E 

(16)  provide,  at  the  option  of  the  State,  for  the  establishment, 
in  accordance  with  an  (initial  and  annually  updated)  advance 
automatic  data  processing  planning  document  approved  under 
section  452(d),  of  an  automatic  data  processing  and  information 
retrieval  system  designed  effectively  and  efficiently  to  assist 
management  in  the  administration  of  the  State  plan,  in  the 
State  and  localities  thereof,  so  as  (A)  to  control,  account  for, 
and  monitor  (i)  all  the  factors  in  the  support  enforcement  col- 
lection and  paternity  determination  process  under  such  plan 
(including,  but  not  limited  to,  (I)  identifiable  correlation  factors 
(such  as  social  security  numbers,  names,  dates  of  birth,  home 
addresses  and  mailing  addresses  (including  postal  ZIP  codes)  of 
any  individual  with  respect  to  whom  support  obligations  are 
sought  to  be  established  or  enforced  and  with  respect  to  any 
person  to  whom  such  support  obligations  are  owing)  to  assure 
sufficient  compatibility  among  the  systems  of  different  jurisdic- 
tions to  permit  periodic  screening  to  determine  whether  such 
individual  is  paying  or  is  obligated  to  pay  support  in  more 
than  one  jurisdiction,  (II)  checking  of  records  of  such  individ- 
uals on  a  periodic  basis  with  Federal,  intra-  and  inter-State, 
and  local  agencies,  (III)  maintaining  the  data  necessary  to  meet 
the  Federal  reporting  requirements  on  a  timely  basis,  and  (IV) 
delinquency  and  enforcement  activities),  (ii)  the  collection  and 
distribution  of  support  payments  (both  intra-  and  inter-State), 
the  determination,  [collection  and  distribution, J  collection, 
and  distribution  of  incentive  payments  both  inter-  and  intra- 
state, and  the  maintenance  of  accounts  receivable  on  all 
amounts  owed,  collected  and  distributed,  and  (iii)  the  costs  of 
all  services  rendered,  either  directly  or  by  interfacing  with 
State  financial  management  and  expenditure  information,  (B) 
to  provide  interface  with  records  of  the  State's  aid  to  families 
with  dependent  children  program  in  order  to  determine  if  a 
collection  of  a  support  payment  causes  a  change  affecting  eligi- 
bility for  or  the  amount  of  aid  under  such  program,  (C)  to  pro- 
vide for  security  against  unauthorized  access  to,  or  use  of,  the 
data  in  such  system,  and  (D)  to  provide  management  informa- 
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tion  on  all  cases  under  the  State  plan  from  initial  referral  or 
application  through  collection  and  enforcement; 

[THE  INDENTATION  OF  THE  FOLLOWING  PARAGRAPH  (17) 
IS  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE  PRE- 
CEDING PARAGRAPHS] 

(17)  in  the  case  of  a  State  which  has  in  effect  an  agreement 
with  the  Secretary  entered  into  pursuant  to  section  463  for  the 
use  of  the  Parent  Locator  Service  established  under  section 
453,  [to]  provide  that  the  State  will  accept  and  transmit  to 
the  Secretary  requests  for  information  authorized  under  the 
provisions  of  the  agreement  to  be  furnished  by  such  Service  to 
authorized  persons,  [and  toj  will  impose  and  collect  (in  ac- 
cordance with  regulations  of  the  Secretary)  a  fee  sufficient  to 
cover  the  costs  to  the  State  and  to  the  Secretary  incurred  by 
reasons  of  such  requests,  [to]  will  transmit  to  the  Secretary 
from  time  to  time  (in  accordance  with  such  regulations)  so 
much  of  the  fees  collected  as  are  attributable  to  such  costs  to 
the  Secretary  so  incurred,  and  during  the  period  that  such 
agreement  is  in  effect  [,  otherwise  to  J  will  otherwise  comply 
with  such  agreement  and  regulations  of  the  Secretary  with  re- 
spect thereto; 

******* 

SUPPORT  OBUGATION 

Sec.  456.  The  support  rights  assigned  to  the  State  under 

section  402(a)(26)  shall  constitute  an  obligation  owed  to  such  State 
by  the  individual  responsible  for  providing  such  support.  Such  obli- 
gation shall  be  deemed  for  collection  purposes  to  be  collectible 
under  all  applicable  State  and  local  processes. 

[(1)3  (2)  The  amount  of  such  obligation  shall  be— 

(A)  the  amount  specified  in  a  court  order  which  covers 
the  assigned  support  rights,  or 

(B)  if  there  is  no  court  order,  an  amount  determined  by 
the  State  in  accordance  with  a  formula  approved  by  the 
Secretary,  and 

[(2)1  (3)  Any  amounts  collected  from  an  absent  parent 
under  the  plan  shall  reduce,  dollar  for  dollar,  the  amount  of 
his  obligation  under  [paragraphs  (1)(A)  and  (B)]  subpara- 
graphs (A)  and  (B)  of  paragraph  (2). 
(b)  A  debt  which  is  a  child  support  obligation  assigned  to  a  State 
under  section  402(a)(26)  is  not  released  by  a  discharge  in  bankrupt- 
cy under  title  11.  United  States  Code. 

******* 

INCENTIVE  PAYMENT  TO  [StATES]  STATES  AND  LOCALITIES 

Sec.  458.  (a)  When  a  political  subdivision  of  a  State  makes,  for 
the  State  of  which  it  is  political  subdivision,  or  one  State  makes, 
for  another  State,  or  a  State  on  its  own  behalf  makes,  the  enforce- 
ment and  collection  of  the  support  rights  assigned  under  section 
402(a)(26)  (either  within  or  outside  or  such  State),  there  shall  be 
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paid  to  such  political  subdivision,  such  other  State,  or  such  State 
(in  the  case  of  a  State  which  on  its  behalf  makes  such  enforcement 
and  collection)  from  amounts  which  would  otherwise  represent  the 
Federal  share  of  assistance  to  the  family  of  the  absent  parent  an 
amount  equal  to  12  percent  of  any  amount  collected  and  required 
to  be  distributed  as  provided  in  section  467  to  reduce  or  repay  as- 
sistance payments. 

******* 

CIVIL  ACTIONS  TO  ENFORCE  SUPPORT  OBLIGATIONS 

Sec.  460.  The  district  courts  of  the  United  States  shall  have  juris- 
diction, without  regard  to  any  amount  in  controversy,  to  hear  and 
determine  any  civil  action  certified  by  the  Secretary  of  [Health, 
Education  and  Welfare]  Health  and  Human  Services  under  section 
452(a)(8)  of  this  Act.  A  civil  action  under  this  section  may  be 
brought  in  any  judicial  district  in  which  the  claim  arose,  the  plain- 
tiff resides,  or  the  defendant  resides. 

******* 

DEFINITIONS 

Sec.  462.  For  purposes  of  section  459 — 
(a)  *  *  * 

******* 

(f)  Entitlement  of  an  individual  to  any  money  shall  be  deemed  to 
be  "based  upon  remuneration  for  employment  ,  if  such  money  con- 
sists of— 

(1)  compensation  paid  or  payable  for  personal  services  of 
such  individual,  whether  such  compensation  is  denominated  as 
wages,  salary,  commission,  bonus,  pay,  or  otherwise,  and  in- 
cludes but  is  not  limited  to,  severance  pay,  sick' pay,  and  incen- 
tive pay,  but  does  not  include  awards  for  making  suggestions, 
or 

(2)  periodic  benefits  (including  a  periodic  benefit  as  defined 
in  section  228(h)(3)  of  this  Act)  or  other  payments  to  such  indi- 
vidual under  the  insurance  system  established  by  title  II  of 
this  Act  or  any  other  system  or  fund  established  by  the  United 
States  (as  defined  in  subsection  (a))  which  provides  for  the  pay- 
ment of  pensions,  retirement  or  retired  pay,  annuities,  [de- 
pendents j  dependents'  or  survivors'  benefits,  or  similar 
amounts  payable  on  account  of  personal  services  performed  by 
himself  or  any  other  individual  (not  including  any  payment  as 
compensation  for  death  under  any  Federal  program,  any  pay- 
ment under  any  Federal  program  established  to  provide  ''black 
lung"  benefits,  any  payments  by  the  Veterans'  Administration 
as  pension,  or  any  payments  by  the  Veterans'  Administration 
as  compensation  for  a  service-connected  disability  or  death, 
except  any  compensation  paid  by  the  Veterans'  Administration 
to  a  former  member  of  the  Armed  Forces  who  is  in  receipt  of 
retired  or  retainer  pay  if  such  former  member  has  waived  a 
portion  of  his  retired  pay  in  order  to  receive  such  compensa- 
tion), and  does  not  consist  of  amounts  paid,  by  way  of  reim- 
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bursement  or  otherwise,  to  such  individual  by  his  employer  to 
defray  expenses  incurred  by  such  indiviudal  in  carrying  out 
duties  associated  with  his  employment. 

******* 

Part  E— Federal  Payments  for  Foster  Care  and  Adoption 

Assistance 

******* 

PAYMENTS  TO  STATES;  ALLOTMENTS  TO  STATES 

Sec.  474.  (a)*  *  * 

(b)(1)  Notwithstanding  the  provisions  of  subsections  (a)(1)  and 
(a)(3),  the  aggregate  of  the  sums  payable  thereunder  to  any  State 
(other  than  a  State  subject  to  limitation  under  section  1108(a))  with 
respect  to  expenditures  relating  to  foster  care,  for  the  calendar 
quarters  in  any  of  the  fiscal  years  1981  through  1984  in  which  the 
conditions  set  forth  in  paragraph  (2)  are  met,  shall  not  exceed  the 
State's  allotment  for  such  year. 

(2)  (A)  The  limitation  in  paragraph  (1)  shall  apply — 

(i)  with  respect  to  fiscal  year  1981,  only  if  the  amount  appro- 
priated under  section  420  for  such  fiscal  year  is  equal  to  or 
greater  than  $163,550,000; 

(ii)  with  respect  to  fiscal  year  1982,  only  if  the  amount  appro- 
priated under  section  420  for  such  fiscal  year  is  equal  to  or 
greater  than  $220,000,000; 

(iii)  with  respect  to  fiscal  year  1983,  only  if  the  amount  ap- 
propriated under  section  420  for  such  fiscal  year  is  equal  to 
$266,000,000;  and 

(iv)  with  respect  to  fiscal  year  1984,  only  if  the  amount  ap- 
propriated under  section  420  for  such  fiscal  year  is  equal  to 
$266,000,000. 

(B)  The  limitations  set  forth  in  paragraph  (1)  with  respect  to  the 
fiscal  years  1982  through  1984  shall  apply  only  if  the  required  ap- 
propriation is  made  in  advance  in  an  appropriation  Act  (as  author- 
ized under  section  420(b))  for  the  fiscal  year  preceding  the  fiscal 
year  to  which  the  limitation  would  apply. 

(3)  For  purposes  of  this  subsection,  a  State's  allotment  for  any 
fiscal  year  shall  be  the  greater  of— 

(A)  the  amount  determined  under  paragraph  (4); 

(B)  an  amount  which  bears  the  same  ratio  to  $100,000,000  as 
the  under  age  eighteen  population  of  such  State  bears  to  the 
under  age  eighteen  population  of  the  fifty  States  and  the  Dis- 
trict of  Columbia;  or 

(C)  at  the  option  of  the  State,  an  amount  determined  under 
paragraph  (5),  but  only  in  the  case  of  a  State  which  meets  the 
requirements  of  such  paragraph  (5). 

(4)  For  purposes  of  paragraph  (3)(A),  a  State's  allotment  shall  be 
determined  as  follows: 

(A)  The  allotment  for  any  State  for  fiscal  year  1980  shall  be 
an  amount  equal  to  such  State's  base  amount  (as  determined 
under  subparagraph  [(c)]  (CJ)  increased  by  21.2  percent. 
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(c)  (1)  Except  as  provided  in  paragraphs  (3)  and  (4),  for  any  of  the 
fiscal  years  1981  through  1984  during  which  the  limitation  under 
subsection  (b)(1)  is  in  effect,  sums  available  to  a  State  from  its  allot- 
ment under  subsection  (b)  for  carrying  out  this  part,  which  the 
State  does  not  claim  as  reimbursement  for  expenditures  in  such 
year  pursuant  to  subsection  (a)  of  this  section,  may  be  claimed  by 
the  State  as  reimbursement  for  expenditures  in  such  year  pursuant 
to  part  B  of  this  title,  in  addition  to  sums  available  pursuant  to  sec- 
tion 420  for  carrying  out  part  B. 

(2)  Except  as  provided  in  paragraphs  (3)  and  (4),  for  any  of  the 
fiscal  years  1981  through  1984  during  which  the  limitation  under 
subsection  (b)(1)  is  not  in  effect,  a  State  may  claim  as  reimburse- 
ment for  expenditures  for  such  year  pursuant  to  part  B  of  this 
title,  in  addition  to  amounts  claimed  under  section  420,  an  amount 
equal  to  the  amount  by  which  the  State's  allotment  amount  for 
such  fiscal  year  (as  determined  under  subsection  (b)(3))  exceeds  the 
amount  claimed  by  such  State  for  such  fiscal  year  as  reimburse- 
ment for  expenses  relating  to  foster  care  under  subsection  (a); 
except  that  the  total  amount  claimed  by  such  State  for  such  fiscal 
year  under  this  paragraph,  when  added  to  the  amount  that  such 
State  receives  for  such  fiscal  year  under  section  420,  may  not 
exceed  the  amount  that  would  have  been  payable  to  such  State 
under  section  420  for  such  fiscal  year  if  the  [relvantj  relevant 
amount  described  in  subsection  (b)(2)(A)  had  been  appropriated  for 
such  fiscal  year. 

******* 

(d)  (1)  The  Secretary  shall,  prior  to  the  beginning  of  each  quarter, 
estimate  the  amount  to  which  a  State  will  be  entitled  under  subsec- 
tions (a),  (b),  and  (c)  for  such  quarter,  such  estimates  to  be  based  on 
(A)  a  report  filed  by  the  State  containing  its  estimate  of  the  total 
sum  to  be  expended  in  such  quarter  in  accordance  with  the  provi- 
sions of  such  subsections,  and  stating  the  amount  appropriated  or 
made  available  by  the  State  and  its  political  subdivisions  for  such 
expenditures  in  such  quarter,  and  if  such  amount  is  less  than  the 
State's  proportionate  share  of  the  total  sum  of  such  estimated  ex- 
penditures, the  source  or  sources  from  which  the  difference  is  ex- 
pected to  be  derived,  (B)  records  showing  the  number  of  children  in 
the  State  receiving  assistance  under  this  part,  and  [(c)]  (C)  such 
other  investigation  as  the  [secretary]  Secretary  may  find  neces- 
sary. 

***♦*♦♦ 

TITLE  VII— ADMINISTRATION 

******* 
DUTIES  OF  SECRETARY 

Sec.  702.  The  Secretary  of  [Health,  Education,  and  Welfare] 
Health  and  Human  Services  shall  perform  the  duties  imposed  upon 
him  by  this  Act  and  shall  also  have  the  duty  of  studying  and 
making  recommendations  as  to  the  most  effective  methods  of  pro- 
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viding  economic  security  through  social  insurance,  and  as  to  legis- 
lation and  matters  of  administrative  policy  concerning  old-age  pen- 
sions, unemployment  compensation,  accident  compensation,  and  re- 
lated subjects. 

******* 

REPORTS 

Sec.  704.  The  Secretary  shall  make  a  full  report  to  Congress, 
within  one  hundred  and  twenty  days  after  the  beginning  of  each 
regular  session,  of  the  administration  of  the  functions  with  which 
he  is  charged  under  this  Act.  Each  such  report  shall  contain  a  com- 
prehensive description  of  the  current  status  of  the  disability  insur- 
ance program  under  title  II  (including,  in  the  case  of  the  reports 
made  in  1984,  1985,  and  1986,  any  advice  and  recommendations  pro- 
vided to  the  Secretary  by  the  Advisory  Council  on  Medical  Aspects 
of  Disability,  with  respect  to  disability  standards,  policies,  and  pro- 
cedures, during  the  preceding  year).  In  addition  to  the  number  of 
copies  of  such  report  authorized  by  other  law  to  be  printed,  there  is 
hereby  authorized  to  be  printed  not  more  than  five  thousand  copies 
of  such  report  for  use  by  the  Secretary  for  distribution  to  Members 
of  Congress  and  to  State  and  other  public  or  private  agencies  or  or- 
ganizations participating  in  or  concerned  with  the  social  security 
program. 

******* 

ADVISORY  COUNCIL  ON  SOCIAL  SECURITY 

Sec.  706.  (a)  *  *  * 

*«««**« 

(c)(1)  Any  Council  appointed  hereunder  is  authorized  to  engage 
such  technical  assistance,  including  actuarial  services,  as  may  be 
required  to  carry  out  its  functions,  and  the  Secretary  shall,  in  addi- 
tion, make  available  to  such  Council  such  secretarial,  clerical,  and 
other  assistance  and  such  actuarial  and  other  pertinent  data  pre- 
pared by  the  Department  of  [Health,  Education,  and  Welfare! 
Health  and  Human  Services  as  it  may  require  to  carry  out  such 
functions. 

******* 

TITLE  IX— MISCELLANEOUS  PROVISIONS 
RELATING  TO  EMPLOYMENT  SECURITY 

employment  security  administration  account 
Establishment  of  Account 
Section  901.  (a)  *  *  * 

[THE  INDENTATIONS  OF  THE  FOLLOWING  PARAGRAPHS 
(1)  THROUGH  (4)  ARE  REALIGNED  BY  THE  BILL] 
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Administrative  Expenditures 

(c)(1)  There  are  hereby  authorized  to  be  made  available  for  ex- 
penditure out  of  the  employment  security  administration  account 
for  the  fiscal  year  ending  June  30,  1971,  and  for  each  fiscal  year 
thereafter — 

(A)  such  amounts  (not  in  excess  of  the  applicable  limit  pro- 
vided by  paragraph  (3)  and,  with  respect  to  clause  (ii),  not  in 
excess  of  the  limit  provided  by  paragraph  (4))  as  the  Congress 
may  deem  appropriate  for  the  purpose  of— 

(i)  assisting  the  States  in  the  administration  of  their  un- 
employment compensation  laws  as  provided  in  title  III  (in- 
cluding administration  pursuant  to  agreements  under  any 
Federal  unemployment  compensation  law), 

(ii)  the  establishment  and  maintenance  of  systems  of 
public  employment  offices  in  accordance  with  the  Act  of 
June  6,  1933,  as  amended  (20  U.S.C.,  sec.  49-49n  ),  and  (iii) 
carrying  into  effect  section  2003  of  title  38  of  the  United 
States  Code; 

(B)  such  amounts  (not  in  excess  of  the  limit  provided  by 
paragraph  (4)  with  respect  to  clause  (iii))  as  the  Congress  may 
deem  appropriate  for  the  necessary  expenses  of  the  Depart- 
ment of  Labor  for  the  performance  of  its  functions  under — 

(i)  this  title  and  titles  III  and  XII  of  this  Act, 

(ii)  the  Federal  Unemployment  Tax  Act, 

(iii)  the  provisions  of  the  Act  of  June  6,  1933,  as  amend- 
ed, 

(iv)  chapter  41  (except  section  2003)  of  title  38  of  the 
United  States  Code,  and 

(v)  any  Federal  unemployment  compensation  law. 

The  term  "necessary  expenses"  as  used  in  this  subparagraph 
(B)  shall  include  the  expense  of  reimbursing  a  State  for  sala- 
ries and  other  expenses  of  employees  of  such  State  temporarily 
assigned  or  detailed  to  duty  with  the  Department  of  Labor  and 
of  paying  such  employees  for  travel  expenses,  transportation  of 
household  goods,  and  per  diem  in  lieu  of  subsistence  while 
away  from  their  regular  duty  stations  in  the  State,  at  rates  au- 
thorized by  law  for  civilian  employees  of  the  Federal  Govern- 
ment. 

(2)  The  Secretary  of  the  Treasury  is  directed  to  pay  from  the  em- 
ployment security  administration  account  into  the  Treasury  as  mis- 
cellaneous receipts  the  amount  estimated  by  him  which  will  be  ex- 
pended during  a  three-month  period  by  the  Treasury  Department 
for  the  performance  of  its  functions  under — 

(A)  this  title  and  titles  III  and  XII  of  this  Act,  including  the 
expenses  of  banks  for  servicing  unemployment  benefit  pay- 
ment and  clearing  accounts  which  are  offset  by  the  mainte- 
nance of  balances  of  Treasury  funds  with  such  banks, 

(B)  the  Federal  Unemployment  Tax  Act,  and 

(C)  any  Federal  unemployment  compensation  law  with  re- 
spect to  which  responsibility  for  administration  is  vested  in  the 
Secretary  of  Labor. 

If  it  subsequently  appears  that  the  estimates  under  this  paragraph 
in  any  particular  period  were  too  high  or  too  low,  appropriate  ad- 
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justments  shall  be  made  by  the  Secretary  of  the  Treasury  in  future 
payments. 

(3)  (A)  For  purposes  of  paragraph  (1)(A),  the  limitation  on  the 
amount  authorized  to  be  made  available  for  any  fiscal  year  after 
June  30,  1970,  is,  except  as  provided  in  subparagraph  (B)  and  in  the 
second  sentence  of  section  901(f)(3)(A),  an  amount  equal  to  95  per- 
cent of  the  amount  estimated  and  set  forth  in  the  budget  of  the 
United  States  Government  for  such  fiscal  year  as  the  amount  by 
which  the  net  receipts  during  such  year  under  the  Federal  Unem- 
ployment Tax  Act  will  exceed  the  amount  transferred  under  sec- 
tion 905(b)  during  such  year  to  the  extended  unemployment  com- 
pensation account. 

(B)  The  limitation  established  by  subparagraph  (A)  is  increased 
by  any  unexpended  amount  retained  in  the  employment  security 
administration  account  in  accordance  with  section  901(f)(2)(B). 

(C)  Each  estimate  of  net  receipts  under  this  paragraph  shall  be 
based  upon  (i)  a  tax  rate  of  0.5  percent  in  the  case  of  any  calendar 
year  for  which  the  rate  of  tax  under  section  3301  of  the  Federal 
Unemployment  Tax  Act  is  3.2  percent,  and  (ii)  a  tax  rate  of  0.8  per- 
cent in  the  case  of  any  calendar  year  for  which  the  rate  of  tax 
under  such  section  is  3.5  percent. 

(4)  For  purposes  of  paragraphs  (l)(A)(ii)  and  (l)(B)(iii)  the  amount 
authorized  to  be  made  available  out  of  the  employment  security  ad- 
ministration account  for  any  fiscal  year  after  June  30,  1972,  shall 
reflect  the  proportion  of  the  total  cost  of  administering  the  system 
of  public  employment  offices  in  accordance  with  the  Act  of  June  6, 
1933,  as  amended,  and  of  the  necessary  expenses  of  the  Department 
of  Labor  for  the  performance  of  its  functions  under  the  provisions 
of  such  Act,  as  the  President  determines  is  an  appropriate  charge 
to  the  employment  security  administration  account,  and  reflects  in 
his  annual  budget  for  such  year.  The  President's  determination, 
after  consultation  with  the  Secretary,  shall  take  into  account  such 
factors  as  the  relationship  between  emplojmient  subject  to  State 
laws  and  the  total  labor  force  in  the  United  States,  the  number  of 
claimants  and  the  number  of  job  applicants,  and  such  other  factors 
as  he  finds  relevant. 

******* 

Determination  of  Excess  and  Amount  To  Be  Retained  in 
Employment  Security  Administration  Account 

(f)(1)  The  Secretary  of  the  Treasury  shall  determine  as  of  the 
close  of  each  fiscal  year  (beginning  with  the  fiscal  year  ending  June 
30,  1961)  the  excess  in  the  employment  security  administration  ac- 
count. 

(2)(A)  Except  as  provided  in  subparagraph  (B),  the  excess  in  the 
employment  security  administration  account  as  of  the  close  of  any 
fiscal  year  is  the  amount  by  which  the  net  balance  in  such  account 
as  of  such  time  (after  the  application  of  section  902(b)  and  section 
901(f)(3)(C))  exceeds  the  net  balance  in  the  employment  security  ad- 
ministration account  as  of  the  beginning  of  that  fiscal  year  (includ- 
ing the  fiscal  year  for  which  the  excess  is  being  computed)  for 
which  the  net  balance  was  higher  than  as  of  the  beginning  of  any 
other  such  fiscal  year. 
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(B)  With  respect  to  the  fiscal  years  ending  June  30,  1970,  June 
30,  1971,  and  June  30,  1972,  the  balance  in  the  employment  secu- 
rity administration  account  at  the  close  of  each  such  fiscal  year 
shall  not  be  considered  excess  but  shall  be  retained  in  the  account 
for  use  as  provided  in  paragraph  (1)  of  subsection  (c). 

[THE  INDENTATION  OF  THE  FOLLOWING  PARAGRAPH(S) 
IS  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE  PRE- 
CEDING PARAGRAPHS] 

(3)(A)  The  excess  determined  as  provided  in  paragraph  (2)  as  of 
the  close  of  any  fiscal  year  after  June  30,  1972,  shall  be  retained  (as 
of  the  beginning  of  the  succeeding  fiscal  year)  in  the  employment 
security  administration  account  until  the  amount  in  such  account 
is  equal  to  40  percent  of  the  amount  of  the  total  appropriation  by 
the  Congress  out  of  the  employment  security  administration  ac- 
count for  the  fiscal  year  for  which  the  excess  is  determined.  Three- 
eighths  of  the  amount  in  the  employment  security  administration 
account  as  of  the  beginning  of  any  fiscal  year  after  June  30,  1972, 
or  $150  million,  whichever  is  the  lesser,  is  authorized  to  be  made 
available  for  such  fiscal  year  pursuant  to  subsection  (c)(1)  for  addi- 
tional costs  of  administration  due  to  an  increase  in  the  rate  of  in- 
sured unemployment  for  a  calendar  quarter  of  at  least  15  percent 
over  the  rate  of  insured  unemployment  for  the  corresponding  cal- 
endar quarter  in  the  immediately  preceding  year. 

(B)  If  the  entire  amount  of  the  excess  determined  as  provided 
in  paragraph  (2)  as  of  the  close  of  any  fiscal  year  after  June  30, 
1972,  is  not  retained  in  the  employment  security  administration  ac- 
count, there  shall  be  transferred  (as  of  the  beginning  of  the  succeed- 
ing fiscal  year)  to  the  extended  unemployment  compensation  ac- 
count the  balance  of  such  excess  or  so  much  thereof  as  is  required 
to  increase  the  amount  in  the  extended  unemployment  compensa- 
tion account  to  the  limit  provided  in  section  905(b)(2). 

(C)  If  as  of  the  close  of  any  fiscal  year  after  June  30,  1972,  the 
amount  in  the  extended  unemployment  compensation  account  ex- 
ceeds the  limit  provided  in  section  905(b)(2),  such  excess  shall  be 
transferred  to  the  employment  security  administration  account  as 
of  the  close  of  such  fiscal  year. 

*  *  *  if  *  *  * 

UNEMPLOYMENT  TRUST  FUND 

Establishment,  etc. 

Sec.  904.  (a)  There  is  hereby  established  in  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as  the  ''Unemployment 
Trust  Fund",  hereinafter  in  this  title  called  the  'Tund".  The  Secre- 
tary of  the  Treasury  is  authorized  and  directed  to  receive  and  hold 
in  the  Fund  all  moneys  deposited  therein  by  a  State  agency  from  a 
State  unemployment  fund,  or  by  the  Railroad  Retirement  Board  to 
the  credit  of  the  railroad  unemployment  insurance  account  or  the 
railroad  unemployment  insurance  administration  fund,  or  other- 
wise deposited  in  or  credited  to  the  Fund  or  any  account  therein. 
Such  deposit  may  be  made  directly  with  the  Secretary  of  the  Treas- 
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ury,  with  any  depositary  designated  by  him  for  such  purpose,  or 
with  any  Federal  Reserve  Bank. 

Investments 

(b)  It  shall  be  the  duty  of  the  Secretary  of  the  Treasury  to  invest 
such  portion  of  the  Fund  as  is  not,  in  his  judgment,  required  to 
meet  current  withdrawals.  Such  investments  may  be  made  only  in 
interest-bearing  obligations  of  the  United  States  or  in  obligations 
guaranteed  as  to  both  principal  and  interest  by  the  United  States. 
For  such  purpose  such  obligations  may  be  acquired  (1)  on  original 
issue  at  the  issue  price,  or  (2)  by  purchase  of  outstanding  obliga- 
tions at  the  market  price.  The  purposes  for  which  obligations  of  the 
United  States  may  be  issued  under  [the  Second  Liberty  Bond  Act, 
as  amended]  chapter  31  of  title  31,  United  States  Code,  are  hereby 
extended  to  authorize  the  issuance  at  par  of  special  obligations  ex- 
clusively to  the  Fund.  Such  special  obligations  shall  bear  interest 
at  a  rate  equal  to  the  average  rate  of  interest,  computed  as  of  the 
end  of  the  calendar  month  next  preceding  the  date  of  such  issue, 
borne  by  all  interest-bearing  obligations  of  the  United  States  then 
forming  part  of  the  public  debt;  except  that  where  such  average 
rate  is  not  a  multiple  of  one-eighth  of  1  per  centum,  the  rate  of  in- 
terest of  such  special  obligations  shall  be  the  multiple  of  one-eighth 
of  1  per  centum  next  lower  than  such  average  rate.  Obligations 
other  than  such  special  obligations  may  be  acquired  for  the  Fund 
only  on  such  terms  as  to  provide  an  investment  yield  not  less  than 
the  yield  which  would  be  required  in  the  case  of  special  obligations 
if  issued  to  the  Fund  upon  the  date  of  such  acquisition.  Advances 
made  to  the  Federal  unemployment  account  pursuant  to  section 
1203  shall  not  be  invested. 

♦  **♦♦** 

FEDERAL  ADVISORY  COUNCIL 

Sec.  908.  (a)*  *  * 

*  *  *  ilf  *  *  * 

id)  Members  of  the  Council  shall,  while  serving  on  business  of 
the  Council,  be  entitled  to  receive  compensation  at  rates  fixed  by 
the  Secretary,  but  not  exceeding  $100  per  day,  including  travel 
time;  and  while  so  serving  away  from  their  homes  or  regular  places 
of  business,  they  may  be  allowed  travel  expenses,  including  per 
diem  in  lieu  of  subsistence,  as  authorized  by  5  U.S.C.  5703  [(b)  J  for 
persons  in  government  service  employed  intermittently. 

******* 

TITLE  XI— GENERAL  PROVISIONS  AND 
PROFESSIONAL  STANDARDS  REVIEW 

******* 

Definitions 

Sec.  1101.  (a)  When  used  in  this  Act— 
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(D*  *  * 

******* 

(6)  The  term  ''Secretary",  except  when  the  context  otherwise 
requires,  means  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services. 

******* 

RULES  AND  REGULATIONS 

Sec.  1102.  The  Secretary  of  the  Treasury,  the  Secretary  of  Labor, 
and  the  Secretary  of  [Health,  Education,  and  Welfare]  Health 
and  Human  Services,  respectively,  shall  make  and  publish  such 
rules  and  regulations,  not  inconsistent  with  this  Act,  as  may  be 
necessary  to  the  efficient  administration  of  the  functions  with 
which  each  is  charged  under  this  Act. 

******* 

DISCLOSURE  OF  INFORMATION  IN  POSSESSION  OF  DEPARTMENT 

Sec.  1106.  (a)  No  disclosure  of  any  return  or  portion  of  a  return 
(including  information  returns  and.  other  written  statements)  filed 
with  the  Commissioner  of  Internal  Revenue  under  title  VIII  of  the 
Social  Security  Act  or  under  subchapter  E  of  chapter  1  or  sub- 
chapter A  of  chapter  9  of  the  Internal  Revenue  Code,  or  under  reg- 
ulations made  under  authority  thereof,  which  has  been  transmitted 
to  the  Secretary  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services,  by  the  Commissioner  of  Internal  Revenue,  or  of 
any  file,  record,  report,  or  other  paper,  or  any  information,  ob- 
tained at  any  time  by  the  Secretary  or  by  any  officer  or  employee 
of  the  Department  of  [Health,  Education,  and  Welfare]  Health 
and  Human  Services  in  the  course  of  discharging  the  duties  of  the 
Secretary  under  this  Act,  and  no  disclosure  of  any  such  file,  record, 
report,  or  other  paper,  or  information,  obtained  at  any  time  by  any 
person  from  the  Secretary  or  from  any  officer  or  employee  of  the 
Department  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services,  shall  be  made  except  as  the  Secretary  may  be  reg- 
ulations prescribe  and  except  as  otherwise  provided  by  Federal 
law.  Any  person  who  shall  violate  any  provision  of  this  section 
shall  be  deemed  guilty  of  a  misdemeanor  and,  upon  conviction 
thereof,  shall  be  punished  by  a  fine  not  exceeding  $1,000,  or  by  im- 
prisonment not  exceeding  one  year,  or  both. 

(b)  Requests  for  information,  disclosure  of  which  is  authorized  by 
regulations  prescribed  pursuant  to  subsection  (a)  of  this  section, 
and  requests  for  services,  may,  subject  to  such  limitations  as  may 
be  prescribed  by  the  Secretary  to  avoid  undue  interference  with  his 
functions  under  this  Act,  be  complied  with  if  the  agency,  person,  or 
organization  making  the  request  agrees  to  pay  for  the  information 
or  services  requested  in  such  amount,  if  any  (not  exceeding  the  cost 
of  furnishing  the  information  or  services),  as  may  be  determined  by 
the  Secretary.  Payments  for  information  or  services  furnished  pur- 
suant to  this  section  shall  be  made  in  advance  or  by  way  or  reim- 
bursement, as  may  be  requested  by  the  Secretary,  and  shall  be  de- 
posited in  the  Treasury  as  a  special  deposit  to  be  used  to  reimburse 
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the  appropriations  (including  authorizations  to  make  expenditures 
from  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund,  the 
Federal  Disability  Insurance  Trust  Fund,  the  Federal  Hospital  In- 
surance Fund,  and  the  Federal  Supplementary  Medical  Insurance 
Trust  Fund)  for  the  unit  or  units  of  the  Department  of  [Health, 
Education,  and  Welfare]  Health  and  Human  Services  which  fur- 
nished the  information  or  services.  Notwithstanding  the  preceding 
provisions  of  this  subsection,  requests  for  information  made  pursu- 
ant to  the  provisions  of  part  D  of  title  IV  of  this  Act  for  the  pur- 
pose of  using  Federal  records  for  locating  parents  shall  be  complied 
with  and  the  cost  incurred  in  providing  such  information  shall  be 
paid  for  as  provided  in  such  part  D  of  title  IV. 

«  4c  «  >):  )(:  *  « 

PENALTY  FOR  FRAUD 

Sec.  1107.  (a)  Whoever,  with  the  intent  to  defraud  any  person, 
shall  make  or  cause  to  be  made  any  false  representation  concern- 
ing the  requirements  of  this  Act[,  subchapter  E  of  chapter  1  or 
subchapter  A,  C,  or  E  of  chapter  9  of  the  Internal  Revenue  Code  of 
1939,]  or  of  any  rules  or  regulations  issued  thereunder,  knowing 
such  representations  to  be  false,  shall  be  deemed  guilty  of  a  misde- 
meanor, and,  upon  conviction  thereof,  shall  be  punished  by  a  fine 
not  exceeding  $1,000,  or  by  imprisonment  not  exceeding  one  year, 
or  both. 

(b)  Whoever,  with  the  intent  to  elicit  information  as  to  the  date 
of  birth,  employment,  wages,  or  benefits  of  any  individual  (1)  false- 
ly represents  to  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  that  he  or  she  is  such  individual, 
or  the  wife,  husband,  widow,  widower,  [former  wife  divorced,]  di- 
vorced wife,  divorced  husband,  surviving  divorced  wife,  surviving 
divorced  husband,  surviving  divorced  mother,  surviving  divorced 
father,  child,  or  parent  of  such  individual,  or  the  duly  authorized 
agent  of  such  individual,  or  of  the  wife,  husband,  widow,  widower, 
[former  wife  divorced,]  divorced  wife,  divorced  husband,  surviving 
divorced  wife,  surviving  divorced  husband,  surviving  divorced 
mother,  surviving  divorced  father,  child,  or  parent  of  such  individu- 
al, or  (2)  falsely  represents  to  any  person  that  he  or  she  is  an  em- 
ployee or  agent  of  the  United  States,  shall  be  deemed  guilty  of  a 
misdemeanor,  and,  upon  conviction  thereof,  shall  be  punished  by  a 
fine  not  exceeding  $1,000,  or  by  imprisonment  not  exceeding  one 
year,  or  both. 

******* 

APPOINTMENT  OF  ADVISORY  COUNCIL  AND  OTHER  ADVISORY  GROUPS 

Sec.  1114.  (a)  *  *  * 

******* 

(c)  The  Council  is  authorized  to  engage  such  technical  assistance 
as  may  be  required  to  carry  out  its  functions,  and  the  Secretary 
shall,  in  addition,  make  available  to  the  Council  such  secretarial, 
clerical,  and  other  assistance  and  such  pertinent  data  prepared  by 
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the  Department  of  [Health,  Education,  and  Welfare]  Health  and 
Human  Services  as  it  may  require  to  carry  out  such  functions. 

******* 

(h)(1)  Any  member  of  the  Council  or  any  advisory  committee  ap- 
pointed under  this  Act,  who  is  not  a  regular  full-time  employee  of 
the  United  States,  is  hereby  exempted,  with  respect  to  such 
appointment,  from  the  operation  of  [sections  281,  283,  and  1914  of 
title  18  of  the  United  States  Code,  and  section  190  of  the  Revised 
Statutes  (5  U.S.C.  99)]  sections  203,  205,  and  209  of  title  18,  United 
States  Code,  except  as  otherwise  specified  in  paragraph  (2)  of  this 
subsection. 

(2)  The  exemption  granted  by  paragraph  (1)  shall  not  extend — 

(A)  to  the  receipt  or  payment  of  salary  in  connection  with 
the  appointee's  Government  service  from  any  source  other 
than  the  employer  of  the  appointee  at  the  time  of  his  appoint- 
ment, or 

(B)  during  the  period  of  such  appointment,  to  the  prosecution 
or  participation  in  the  production,  by  any  person  so  appointed, 
of  any  claim  against  the  Government  involving  any  matter 
with  which  such  person,  during  such  period,  is  or  was  directly 
connected  by  reason  of  such  appointment. 

DEMONSTRATION  PROJECTS 

Sec.  1115.  (a)  In  the  case  of  any  experimental,  pilot,  or  demon- 
stration project  which,  in  the  judgment  of  the  Secretary,  is  likely  to 
assist  in  promoting  the  objectives  of  title  I,  [VI,]  X,  XIV,  XVI,  or 
XIX,  or  part  A  of  title  IV,  in  a  State  or  States— 

(1)  the  Secretary  may  waive  compliance  with  any  of  the  re- 
quirements of  section  2,  402,  [602,]  1002,  1402,  1602,  or  1902, 
as  the  case  may  be,  to  the  extent  and  for  the  period  he  finds 
necessary  to  enable  such  State  or  States  to  carry  out  such 
project,  and 

(2)  costs  of  such  project  which  would  not  otherwise  be  includ- 
ed as  expenditures  under  section  3,  403,  [603,]  1003,  1403, 
1603,  or  1903,  as  the  case  may  be,  and  which  are  not  included 
as  part  of  the  costs  of  projects  under  section  1110,  shall,  to  the 
extent  and  for  the  period  prescribed  by  the  Secretary,  be  re- 
garded as  expenditures  under  the  State  plan  or  plans  approved 
under  such  title,  or  for  administration  of  such  State  plan  or 
plans,  as  may  be  appropriate. 

In  addition,  not  to  exceed  $4,000,000  of  the  aggregate  amount  ap- 
propriated for  payments  to  States  under  such  titles  for  any  fiscal 
year  beginning  after  June  30,  1967,  shall  be  available,  under  such 
terms  and  conditions  as  the  Secretary  may  establish,  for  payments 
to  States  to  cover  so  much  of  the  cost  of  such  projects  as  is  not  cov- 
ered by  payments  under  such  titles  and  is  not  included  as  part  of 
the  cost  of  projects  for  purposes  of  section  1110. 
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ADMINISTRATIVE  AND  JUDICIAL  REVIEW  OF  CERTAIN  ADMINISTRATIVE 

DETERMINATIONS 

Sec.  1116.  (a)(1)  Whenever  a  State  plan  is  submitted  to  the  Secre- 
tary by  a  State  for  approval  under  title  I,  [VI,]  X,  XIV,  XVI,  or 
XIX,  or  part  A  of  title  IV,  he  shall  not  later  than  90  days  after  the 
date  the  plan  is  submitted  to  him,  make  a  determination  as  to 
whether  it  conforms  to  the  requirements  for  approval  under  such 
title.  The  90-day  period  provided  herein  may  be  extended  by  writ- 
ten agreement  of  the  Secretary  and  the  affected  State. 

(2)  Any  State  dissatisfied  with  a  determination  of  the  Secretary 
under  paragraph  (1)  with  respect  to  any  plan  may,  within  60  days 
after  it  has  been  notified  of  such  determination,  file  a  petition  with 
the  Secretary  for  reconsideration  of  the  issue  of  whether  such  plan 
conforms  to  the  requirements  for  approval  under  such  title.  Within 
30  days  after  receipt  of  such  a  petition,  the  Secretary  shall  notify 
the  State  of  the  time  and  place  at  which  a  hearing  will  be  held  for 
the  purpose  of  reconsidering  such  issue.  Such  hearing  shall  be  held 
not  less  than  20  days  nor  more  than  60  days  after  the  date  notice 
of  such  hearing  is  furnished  to  such  State,  unless  the  Secretary  and 
such  State  agree  in  writing  to  holding  the  hearing  at  another  time. 
The  Secretary  shall  affirm,  modify,  or  reverse  his  original  determi- 
nation within  60  days  of  the  conclusion  of  the  hearing. 

(3)  Any  State  which  is  dissatisfied  with  a  final  determination 
made  by  the  Secretary  on  such  a  reconsideration  or  a  final  deter- 
mination of  the  Secretary  under  section  4,  404,  [604,]  1004,  1404, 
1604,  or  1904  may,  within  60  days  after  it  has  been  notified  of  such 
determination,  file  with  the  United  States  court  of  appeals  for  the 
circuit  in  which  such  State  is  located  a  petition  for  review  of  such 
determination.  A  copy  of  the  petition  shall  be  forthwith  transmit- 
ted by  the  clerk  of  the  court  to  the  Secretary.  The  Secretary  there- 
upon shall  file  in  the  court  the  record  of  the  proceedings  on  which 
he  based  his  determination  as  provided  in  section  2112  of  title  28, 
United  States  Code. 

******* 

(b)  For  the  purposes  of  subsection  (a),  any  amendment  of  a  State 
plan  approved  under  title  I,  [VI,]  X,  XIV,  XVI,  XIX  or  XX,  or 
part  a  of  title  IV,  may,  at  the  option  of  the  State,  be  treated  as  the 
submission  of  a  new  State  plan. 

(c)  Action  pursuant  to  an  initial  determination  of  the  Secretary 
described  in  subsection  (a)  shall  not  be  stayed  pending  reconsider- 
ation, but  in  the  event  that  the  Secretary  subsequently  determines 
that  his  initial  determination  was  incorrect  he  shall  certify  restitu- 
tion forthwith  in  a  lump  sum  of  any  funds  incorrectly  withheld  or 
otherwise  denied. 

(d)  Whenever  the  Secretary  determines  that  any  item  or  class  of 
items  on  account  of  which  Federal  financial  participation  is 
claimed  under  title  I,  [VI,]  X,  XIV,  [XVI,  or  XIX,  or  part  A] 
XVI,  or  XIX,  or  part  A  of  title  IV,  shall  be  disallowed  for  such  par- 
ticipation, the  State  shall  be  entitled  to  and  upon  request  shall  re- 
ceive a  reconsideration  of  the  disallowance. 
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APPOINTMENT  OF  THE  ADMINISTRATOR  OF  THE  HEALTH  CARE 
FINANCING  ADMINISTRATION 

Sec.  1117.  The  Administrator  of  the  Health  Care  Financing  Ad- 
ministation  shall  be  appointed  by  the  President  by  and  with  the 
advice  and  consent  of  the  Senate. 

4:  :J:  *  *  *  *  * 

APPROVAL  OF  CERTAIN  PROJECTS 

Sec.  1120.  No  payment  shall  be  made  under  this  Act  with  respect 
to  any  experimental,  pilot,  demonstration,  or  other  project  all  or 
any  part  of  which  is  wholly  financed  with  Federal  funds  made 
available  under  this  Act  (without  any  State,  local,  or  other  non- 
Federal  financial  participation)  unless  such  project  shall  have  been 
personally  approved  by  the  Secretary  or  Under  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Services. 

******* 

LIMITATION  ON  FEDERAL  PARTICIPTION  FOR  CAPITAL  EXPENDITURES 

Sec.  1122.  (a)  *  *  * 

(b)  The  Secretary,  after  consultation  with  the  Governor  (or  other 
chief  executive  officer)  and  with  appropriate  local  public  officials, 
shall  make  an  agreement  with  any  State  which  is  able  and  willing 
to  do  so  under  which  a  designated  planning  agency  (which  shall  be 
an  agency  described  in  clause  (ii)  of  subsection  (d)(1)(B)  that  has  a 
governing  body  or  advisory  board  at  least  half  of  whose  members 
represent  consumer  interests)  will — 

(1)  make,  and  submit  to  the  Secretary  together  with  such 
supporting  materials  as  he  may  find  necessary,  findings  and 
recommendations  with  respect  to  capital  expenditures  pro- 
posed by  or  on  behalf  of  any  health  care  facility  in  such  State 
within  the  field  of  its  responsibilities [.], 

(2)  receive  from  other  agencies  described  in  clause  (ii)  of  sub- 
section (d)(1)(B),  and  submit  to  the  Secretary  together  with 
such  supporting  material  as  he  may  find  necessary,  the  find- 
ings and  recommendations  of  such  other  agencies  with  respect 
to  capital  expenditures  proposed  by  or  on  behalf  of  health  care 
facilities  in  such  State  within  the  fields  of  their  respective  re- 
sponsibilities, and 

(3)  establish  and  maintain  procedures  pursuant  to  which  a 
person  proposing  any  such  capital  expenditures  may  appeal  a 
recommendation  by  the  designated  agency  and  will  be  granted 
an  opportunity  for  a  fair  hearing  by  such  agency  or  person 
other  than  the  designated  agency  as  the  Governor  (or  other 
chief  executive  officer)  may  designate  to  hold  such  hearings, 

whenever  and  to  the  extent  that  the  findings  of  such  designated 
agency  or  any  such  other  agency  indicate  that  any  such  expendi- 
ture is  not  consistent  with  the  standards,  criteria,  or  plans  devel- 
oped pursuant  to  the  Public  Health  Service  Act  [(or  the  Mental 
Retardation  Facilities  and  Community  Mental  Health  Centers  Con- 
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struction  Act  of  1963)]  to  meet  the  need  for  adequate  health  care 
facilities  in  the  area  covered  by  the  plan  or  plans  so  developed. 

******* 

(1)  (l)  The  Secretary  shall  establish  a  national  advisory  council,  or 
designate  an  appropriate  existing  national  advisory  council,  to 
advise  and  assist  him  in  the  preparation  of  general  regulations  to 
carry  out  the  purposes  of  this  section  and  on  policy  matters  arising 
in  the  administration  of  this  section,  including  the  coordination  of 
activities  under  this  section  with  those  under  other  parts  of  this 
Act  or  under  other  Federal  or  federally  assisted  health  programs. 

(2)  The  Secretary  shall  make  appropriate  provision  for  consulta- 
tion between  and  coordination  of  the  work  of  the  advisory  council 
established  or  designated  under  paragraph  (1)  and  the  Federal 
Hospital  Council,  the  National  Advisory  Health  Council,  the 
Health  Insurance  Benefits  Advisory  Council,  and  other  appropriate 
national  advisory  councils  with  respect  to  matters  bearing  on  the 
purposes  and  administration  of  this  section  and  the  coordination  of 
activities  under  this  section  with  related  Federal  health  programs. 

(3)  If  an  advisory  council  is  established  by  the  Secretary  under 
paragraph  (1),  it  shall  be  composed  of  members  who  are  not  other- 
wise in  the  regular  full-time  employ  of  the  United  States,  and  who 
shall  be  appointed  by  the  Secretary  without  regard  to  the  civil 
service  laws  from  among  leaders  in  the  fields  of  the  fundamental 
sciences,  the  medical  sciences,  and  the  organization,  delivery,  and 
financing  of  health  care,  and  persons  who  are  State  or  local  offi- 
cials or  are  active  in  community  affairs  or  public  or  civic  affairs  or 
who  are  representative  of  minority  groups.  Members  of  such  advi- 
sory council,  while  attending  meetings  of  the  council  or  otherwise 
serving  on  business  of  the  council,  shall  be  entitled  to  receive  com- 
pensation at  rates  fixed  by  the  Secretary,  but  not  exceeding  the 
maximum  rate  specified  at  the  time  of  such  service  for  grade  GS- 
18  in  section  5332  of  title  5,  United  States  Code,  including  travel- 
time,  and  while  away  from  their  homes  or  regular  places  of  busi- 
ness they  may  also  be  allowed  travel  expenses,  including  per  diem 
in  lieu  of  subsistence,  as  authorized  by  section  5703  [(b)]  of  such 
title  5  for  persons  in  the  Government  service  employed  intermit- 
tently. 

******* 

DISCLOSURE  BY  INSTITUTIONS,  ORGANIZATIONS,  AND  AGENCIES  OF 
OWNERS  AND  CERTAIN  OTHER  INDIVIDUALS  WHO  HAVE  BEEN  CON- 
VICTED OF  CERTAIN  OFFENSES 

Sec.  1126.  (a)  As  a  condition  of  participation  in  or  certification  or 
recertification  under  the  programs  established  by  titles  XVIII,  and 
XIX,  any  hospital,  nursing  facility,  or  other  institution,  organiza- 
tion, or  agency  shall  be  required  to  disclose  to  the  Secretary  or  to 
the  appropriate  State  agency  the  name  of  any  person  who — 

(1)  has  a  direct  or  indirect  ownership  or  control  interest  of  5 
percent  or  more  in  such  institution,  organization,  or  agency  or 
is  an  officer,  director,  agent,  or  managing  employee  (as  defined 
in  subsection  (b))  of  such  institution,  organization,  or  agency, 
and 
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(2)  has  been  convicted  (on  or  after  the  date  of  the  enactment 
of  this  section,  or  within  such  period  prior  to  that  date  as  the 
Secretary  shall  specify  in  regulations)  of  a  criminal  offense  re- 
lated to  the  involvement  of  such  person  in  any  of  such  pro- 
grams. 

The  Secretary  or  the  appropriate  State  agency  shall  promptly 
notify  the  Inspector  General  in  the  Department  of  [Health,  Educa- 
tion, and  Welfare]  Health  and  Human  Services  of  the  receipt  from 
any  institution,  organization,  or  agency  of  any  application  or  re- 
quest for  such  participation,  certification,  or  recertification  which 
discloses  the  name  of  any  such  person,  and  shall  notify  the  Inspec- 
tor General  of  the  action  taken  with  respect  to  such  application  or 
request. 

******* 

CIVIL  MONETARY  PENALTIES 

Sec.  1128A.  (a)  *  *  * 

******* 

(g)  Whenever  the  Secretary's  determination  to  impose  a  penalty 
or  assessment  under  subsection  (a)  becomes  final,  he  shall  notify 
the  appropriate  State  or  local  medical  or  professional  organization, 
and  the  appropriate  [Professional  Standards  Review  Organiza- 
tion,] utilization  and  quality  control  peer  review  organization,  and 
the  appropriate  State  or  local  licensing  agency  or  organization  (in- 
cluding the  agency  specified  in  section  1864(a)  and  1902(a)(33))  that 
such  a  penalty  or  assessment  has  become  final  and  the  reasons 
therefor. 

*  *  *  *  *  *  * 

COORDINATED  AUDITS 

Sec.  1129.  (a)  If  an  entity  provides  services  reimbursable  on  a 
cost-related  basis  under  title  XIX,  as  well  as  services  reimbursable 
on  such  a  basis  under  title  XVIII,  the  Secretary  shall  require,  as  a 
condition  for  payment  to  any  State  under  title  XIX  with  respect  to 
administrative  costs  incurred  in  the  performance  of  audits  of  the 
books,  accounts,  and  records  of  that  entity,  that  these  audits  be  co- 
ordinated through  common  audit  procedures  with  audits  performed 
with  respect  to  the  entity  for  purposes  of  title  XVIII.  The  Secretary 
shall  specify  by  regulation  such  methods  as  he  finds  feasible  and 
equitable  for  the  apportionment  of  the  cost  of  coordinated  audits 
between  the  program  established  under  title  XIX  and  the  program 
established  under  title  XVIII.  Where  the  Secretary  finds  that  a 
State  has  declined  to  participate  in  such  a  common  audit  with  re- 
spect to  title  XIX,  he  shall  reduce  the  payments  otherwise  due  such 
State  under  such  title  by  an  amount  which  he  estimates  to  be  in 
excess  of  the  amount  that  would  have  been  apportioned  to  the 
State  under  the  title  (for  the  expenses  of  the  [Sate]  State  incurred 
in  the  common  audit)  if  it  had  participated  in  the  common  audit. 
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NOTIFICATION  OF  SOCIAL  SECURITY  CLAIMANT  WITH  RESPECT  TO 
DEFERRED  VESTED  BENEFITS 

Sec.  1131.  (a)  Whenever— 

(1)  the  Secretary  makes  a  finding  of  fact  and  a  decision  as 
to— 

(A)  the  entitlement  of  any  individual  to  monthly  benefits 
under  section  202,  223,  or  228, 

(B)  the.  entitlement  of  any  individual  to  a  lump-sum 
death  payment  payable  under  section  202(i)  on  account  of 
the  death  of  any  person  to  whom  such  individual  is  related 
by  blood,  marriage,  or  adoption,  or 

(C)  the  entitlement  under  section  226  of  any  individual 
to  hospital  insurnace  benefits  under  part  A  of  title  XVIII, 
or 

(2)  the  Secretary  is  requested  to  do  so — 

(A)  by  any  individual  with  respect  to  whom  the  Secre- 
tary holds  information  obtained  under  section  6057  of  the 
Internal  Revenue  Code  of  1954,  or 

(B)  in  the  case  of  the  death  of  the  individual  referred  to 
in  subparagraph  (A),  by  the  individual  who  would  be  enti- 
tled to  payment  under  section  204(d)  of  this  Actf.]  , 

[THE  INDENTATION  OF  THE  MATTER  FOLLOWING 
PARAGRAPH  (2)(B)  IS  REALIGNED  BY  THE  BILL] 

he  shall  transmit  to  the  individual  referred  to  in  paragraph  (1) 
or  the  individual  making  the  request  under  paragraph  (2)  any 
information,  as  reported  by  the  employer,  regarding  any  de- 
ferred vested  benefit  transmitted  to  the  Secretary  pursuant  to 
such  section  6057  with  respect  to  the  individual  referred  to  in 
paragraph  (1)  or  (2)(A)  or  the  person  on  whose  wages  and  self- 
employment  income  entitlement  (or  claim  of  entitlement)  is 
based. 

*  *  itt  *  *  *  * 

PART  B— PEER  REVIEW  OF  THE  UTILIZATION  AND 
QUALITY  OF  HEALTH  CARE  SERVICES 
*«*♦*♦* 

CONTRACTS  WITH  UTILIZATION  AND  QUALITY  CONTROL  PEER  REVIEW 

ORGINIZATIONS 

Sec.  1153.  (a)  *  *  * 
(b)(1)  *  *  * 

******* 

[(3)  The  Secretary]  (S/A)  Except  as  provided  in  subparagraph 
(B),  the  Secretary,  shall  not  enter  into  a  contract  under  this  part 
with  any  entity  which  is,  or  is  affiliated  with  (through  manage- 
ment, ownership,  or  common  control),  a  health  care  facility,  or  as- 
sociation of  such  facilities,  within  the  area  served  by  such  entity  or 
which  would  be  served  by  such  entity  if  it  entered  into  a  contract 
with  the  Secretary  under  this  part. 
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(B)  In  the  case  of  a  utilization  and  quality  control  peer  review  or- 
ganization with  a  governing  board  composed  of— 

(i)  not  more  than  15  members,  the  Secretary  may  enter  into  a 
contract  under  this  part  with  the  organization  if  not  more  than 
one  of  the  members  of  its  governing  board  is  a  member  of  a  gov- 
erning board,  officer,  or  managing  employee  of  a  health  care  fa- 
cility, or 

(ii)  more  than  15  members,  the  Secretary  may  enter  into  a 
contract  under  this  part  with  the  organization  if  not  more  than 
two  of  the  members  of  its  governing  board  are  members  of  a 
governing  board,  officer,  or  managing  employee  of  a  health  care 
facility. 


******* 
[TITLE  XIII— RECONVERSION  UNEMPLOYMENT  BENEFITS  FOR  SEAMEN 

[TABLE  OF  CONTENTS  OF  TITLE 

[Sec.  1301   412 
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[Sec.  1303.  Compensation  for  seamen   412 

[Sec.  1304.  Administration   414 

[Sec.  1305.  Payments  to  States   414 

[Sec.  1306.  Penalties   415 


[Sec.  1301.  This  title  shall  be  administered  by  the  Secretary  of 
Labor. 

[definitions 
Sec.  1302.  When  used  in  this  title— 

[(a)  The  term  ''reconversion  period"  means  the  period  (1)  begin- 
ning with  the  fifth  Sunday  after  the  date  of  the  enactment  of  this 
title,  and  (2)  ending  June  30,  1950. 

[(b)  The  term  "compensation"  means  cash  benefits  payable  to  in- 
dividuals with  respect  to  their  unemployment  (including  any  por- 
tion thereof  payable  with  respect  to  dependents). 

[(c)  The  term  ''Federal  maritime  service"  means  service  per- 
formed prior  to  July  1,  1949,  which  is  determined  to  be  employ- 
ment pursuant  to  section  209(o). 

[(d)  The  term  "Federal  maritime  wages"  means  remuneration 
determined  pursuant  to  section  209(o)  to  be  remuneration  for  serv- 
ice referred  to  in  section  209(o)(l),  which  was  performed  prior  to 
July  1,  1949. 

[compensation  for  seamen 

[Sec.  1303.  (a)  The  Secretary  of  Labor  is  authorized  on  behalf  of 
the  United  States  to  enter  into  an  agreement  with  any  State,  or  with 
the  unemployment  compensation  agency  of  such  State,  under 
which  such  State  agency  (1)  will  make,  as  agent  of  the  United 
States,  payments  of  compensation,  on  the  basis  provided  in  subsec- 
tion (b),  to  individuals  who  have  performed  Federal  maritime  serv- 
ice, and  (2)  will  otherwise  cooperate  with  the  Secretary  of  Labor 
and  with  other  State  unemployment  compensation  agencies  in 
making  payments  of  compensation  authorized  by  this  title. 

[(b)  Any  such  agreement  shall  provide  that  compensation  will  be 
paid  to  such  individuals,  with  respect  to  unemployment  occurring 
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in  the  reconversion  period,  in  the  same  amounts,  on  the  same 
terms,  and  subject  to  the  same  conditions  as  the  compensation 
which  would  be  payable  to  such  individuals  under  the  State  unem- 
ployment compensation  law  if  such  individuals'  Federal  maritime 
service  and  Federal  maritime  wages  has  (subject  to  regulations  of 
the  Secretary  of  Labor  concerning  the  allocation  of  such  service 
and  wages  among  the  several  States)  been  included  as  employment 
and  wages  under  such  law;  except  that  the  compensation  to  which 
an  individual  is  entitled  under  such  an  agreement  for  any  week 
shall  be  reduced  by  15  per  centum  of  the  amount  of  any  annuity, 
or  retirement  pay  which  such  individual  is  entitled  to  receive, 
under  any  law  of  the  United  States  relating  to  the  retirement  of  offi- 
cers or  employees  of  the  United  States,  for  the  month  in  which 
such  week  begins,  unless  a  deduction  from  such  compensation  on 
account  of  such  annuity  or  retirement  pay  is  otherwise  provided 
for  by  the  applicable  State  law. 

[(c)  If  in  the  case  of  any  State  an  agreement  is  not  entered  into 
under  this  section  or  the  unemployment  compensation  agency  of 
such  State  fails  to  make  payments  in  accordance  with  such  agree- 
ment, the  Secretary  of  Labor,  in  accordance  with  regulations  pre- 
scribed by  him,  shall  make  payments  of  compensation  to  individ- 
uals who  file  a  claim  for  compensation  which  is  payable  under  such 
agreement,  or  would  be  payable  if  such  agreement  were  entered 
into,  on  a  basis  which  will  provide  that  they  will  be  paid  compensa- 
tion in  the  same  amounts,  on  substantially  the  same  terms,  and 
subject  to  substantially  the  same  conditions  as  though  such  agree- 
ment had  been  entered  into  and  such  agency  made  such  payments. 
Final  determinations  by  the  Secretary  of  Labor  of  entitlement  to 
such  payments  shall  be  subject  to  review  by  the  courts  in  the  same 
manner  and  to  the  same  extent  as  is  provided  in  Title  II  with  re- 
spect to  decisions  by  the  Administrator,  under  such  title. 

[(d)  Operators  of  vessels  who  are  or  were  general  agents  of  the 
War  Shipping  Administration  or  of  the  United  States  Maritime 
Commission  shall  furnish  to  individuals  who  have  been  in  Federal 
maritime  service,  to  the  apropriate  State  agency,  and  to  the  Secre- 
tary of  Labor  such  information  with  respect  to  wages  and  salaries 
as  the  Secretary  of  Labor  may  determine  to  be  practicable  and  nec- 
essary to  carry  out  the  purposes  of  this  title. 

[(e)  Pursuant  to  regulations  prescribed  by  the  Secretary  of 
Labor,  he,  and  any  State  agency  making  payments  of  compensation 
pursuant  to  an  agreement  under  this  section,  may — 

[(1)  to  the  extent  that  the  Secretary  of  Labor  finds  that  it  is 
not  feasible  for  Federal  agencies  or  operators  of  vessels  to  fur- 
nish information  necessary  to  permit  exact  and  reasonably 
prompt  determinations  of  the  wages  or  salaries  of  individuals 
who  have  performed  Federal  maritime  service,  determine  the 
amount  of  and  pay  compensation  to  any  individual  under  this 
section,  or  an  agreement  thereunder,  as  if  the  wages  or  salary 
paid  such  individual  for  each  week  of  such  service  were  in  an 
amount  equal  to  his  average  weekly  wages  or  salary  for  the 
last  pay  period  of  such  serive  occurring  prior  to  the  time  he 
files  his  initial  claim  for  compensation;  and 

[(2)  to  the  extent  that  information  is  inadequate  to  assure 
the  prompt  payment  of  compensation  authorized  by  this  sec- 
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tion  (either  on  the  basis  of  the  exact  wages  or  salaries  of  the 
individuals  concerned  or  on  the  basis  prescribed  in  clause  (1)  of 
this  subsection),  accept  certification  under  oath  by  individuals 
of  facts  relating  to  their  Federal  maritime  service  and  to  wages 
and  salaries  paid  them  with  respect  to  such  service. 

[administration 

[Sec.  1304  (a)  Determinations  of  entitlement  to  payments  of 
compensation  by  a  State  unemployment  compensation  agency 
under  an  agreement  under  this  title  shall  be  subject  to  review  in 
the  same  manner  and  to  the  same  extent  as  determinations  under 
the  State  unemployment  compensation  law,  and  only  in  such 
manner  and  to  such  extent. 

[(b)  For  the  purpose  of  payments  made  to  a  State  under  Title 
III  administration  by  the  unemployment  compensation  agency  of 
such  State  pursuant  to  an  agreement  under  this  title  shall  be 
deemed  to  be  a  part  of  the  administration  of  the  State  unemploy- 
ment compensation  law. 

[(c)  The  State  unemployment  compensation  agency  of  each  State 
shall  furnish  to  the  Secretary  of  Labor  such  information  as  the  Sec- 
retary of  Labor  may  find  necessary  in  carrying  out  the  provisions 
of  this  title,  and  such  information  shall  be  deemed  reports  required 
by  the  Secretary  of  Labor  for  the  purposes  of  section  303(a)(6). 

[payments  to  states 

[Sec.  1305.  (a)  Each  State  shall  be  entitled  to  be  paid  by  the 
United  States  an  amount  equal  to  the  additional  cost  to  the  State 
of  payments  of  compensation  made  under  and  in  accordance  with 
an  agreement  under  this  title,  which  would  not  have  been  incurred 
by  the  State  but  for  the  agreement. 

[(b)  In  making  payments  pursuant  to  subsection  (a)  of  this  sec- 
tion, there  shall  be  paid  to  the  State,  either  in  advance  or  by  way 
of  reimbursement,  as  may  be  determined  by  the  Secretary  of 
Labor,  such  sum  as  the  Secretary  of  Labor  estimates  the  State  will 
be  entitled  to  receive  under  this  title  for  each  calendar  quarter;  re- 
duced or  increased,  as  the  case  may  be,  by  any  sum  by  which  the 
Secretary  of  Labor  finds  that  his  estimates  for  any  prior  calendar 
quarter  were  greater  or  less  than  the  amounts  which  should  have 
been  paid  to  the  State.  The  amount  of  such  payments  may  be  de- 
termined by  such  statistical,  sampling,  or  other  method  as  may  be 
agreed  upon  by  the  Secretary  of  Labor  and  the  State  agency. 

[(c)  The  Secretary  of  Labor  shall  from  time  to  time  certify  to  the 
Secretary  of  the  Treasury  for  payment  to  each  State  the  sums  pay- 
able to  such  State  under  this  section.  The  Secretary  of  the  Treas- 
ury, prior  to  audit  or  settlement  by  the  General  Accounting  Office, 
shall  make  payment,  at  the  time  or  times  fixed  by  the  Secretary  of 
Labor,  in  accordance  with  certification,  from  the  funds  for  carrying 
out  the  prupose  of  this  title.  Notwithstanding  any  other  provision 
of  this  title,  no  compensation  shall  be  paid  to  any  individual  pursu- 
ant to  this  title  with  respect  to  unemployment  occurring  prior  to 
the  date  when  funds  are  made  available  for  such  payments. 

[(b)  All  money  paid  to  a  State  under  this  section  shall  be  used 
solely  for  the  purposes  for  which  it  is  paid;  and  any  money  so  paid 
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which  is  not  used  for  such  purposes  shall  be  returned  to  the  Treas- 
ury upon  termination  of  the  agreement  or  termination  of  the  re- 
conversion period,  whichever  first  occurs. 

[(e)  An  agreement  under  this  title  may  require  any  officer  or 
employee  of  the  State  certifying  payments  or  disbursing  funds  pur- 
suant to  the  agreement,  or  otherwise  participating  in  its  perform- 
ance, to  give  a  surety  bond  to  the  United  States  in  such  amount  as 
the  Secretary  of  Labor  may  deem  necessary,  and  may  provide  for 
the  payment  of  the  cost  of  such  bond  from  appropriations  for  carry- 
ing out  the  purposes  of  this  title. 

[(f)  No  person  by  the  Secretary  of  Labor,  designated  pursuant  to 
an  agreement  under  this  title,  as  a  certifying  officer  shall,  in  the 
absence  of  gross  negligence  or  intent  to  defraud  the  United  States, 
be  liable  with  respect  to  the  payment  of  any  compensation  certified 
by  him  under  this  title. 

[(g)  No  disbursing  office  shall,  in  the  absence  of  gross  negligence 
or  intent  to  defraud  the  United  States,  be  liable  with  respect  to  any 
payment  by  him  under  this  title  if  it  was  based  upon  a  voucher 
signed  by  a  certifying  officer  designated  as  provided  in  subsection 
(f). 

[penalties 

[Sec.  1306.  (a)  Whoever,  for  the  purpose  of  causing  any  compen- 
sation to  be  paid  under  this  title  or  under  an  agreement  thereun- 
der where  none  is  authorized  to  be  so  paid,  shall  make  or  cause  to 
be  made  any  false  statement  or  representation  as  to  any  wages 
paid  or  received,  or  whoever  makes  or  causes  to  be  made  any  false 
statement  of  a  material  fact  in  any  claim  for  any  compensation  au- 
thorized to  be  paid  under  this  title  or  under  an  agreement  thereun- 
der, or  whoever  makes  or  causes  to  be  made  any  false  statement, 
representation,  affidavit,  or  document  in  connection  with  such 
claim,  shall,  upon  conviction  thereof,  be  fined  not  more  than  $1,000 
or  imprisoned  for  not  more  than  one  year,  or  both. 

[(b)  Whoever  shall  obtain  or  receive  any  money,  check  or  com- 
pensation under  this  title  or  an  agreement  thereunder,  without 
being  entitled  thereto  and  with  intent  to  defraud  the  United 
States,  shall,  upon  conviction  thereof,  be  fined  not  more  than 
$1,000  or  imprisoned  for  not  more  than  one  year,  or  both. 

[(c)  Whoever  willfully  fails  or  refuses  to  furnish  information 
which  the  Secretary  of  Labor  requires  him  to  furnish  pursuant  to 
authority  of  section  1303(d),  or  willfully  furnishes  false  information 
pursuant  to  a  requirement  of  the  Secretary  of  Labor  under  such  sub- 
section, shall,  upon  conviction  thereof,  be  fined  not  more  than 
$1,000  or  imprisoned  for  not  more  than  six  months,  or  both.] 

TITLE  XVI— SUPPLEMENTAL  SECURITY 
INCOME  FOR  THE  AGED,  BLIND,  AND 
DISABLED 
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BASIC  ELIGIBILITY  FOR  BENEFITS 

Sec.  1602.  Every  aged,  blind,  or  disabled  individual  who  is  deter- 
mined under  part  A  to  be  eligible  on  the  basis  of  his  income  and 
resources  shall,  in  accordance  with  and  subject  to  the  provisions  of 
this  title,  be  paid  benefits  by  the  Secretary  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services. 

PART  A— DETERMINATION  OF  BENEFITS 

ELIGIBILITY  FOR  AND  AMOUNT  OF  BENEFITS 

Definition  of  Eligible  Individual 
Sec.  1611.  (a)(1)  *  *  * 

Period  for  Determination  of  Benefits 

(c)(1)  An  individual's  eligibility  for  a  benefit  under  this  title  for  a 
month  shall  be  determined  on  the  basis  of  the  individual's  (and  eli- 
gible spouse's,  if  any)  income,  resoures,  and  other  relevant  charac- 
teristics in  such  month,  and,  except  as  provided  in  paragraphs  (2), 
(3),  and  (4),  the  amount  of  such  benefit  shall  be  determined  for  such 
month  on  the  basis  of  income  and  other  characteristics  in  the  first 
or,  if  the  Secretary. 

(2)  The  amount  of  such  benefit  for  the  month  in  which  an  appli- 
cation for  benefits  becomes  effective  (or,  if  the  Secretary  so  deter- 
mines, for  such  month  and  the  following  month)  and  for  any  month 
immediately  following  a  month  of  ineligibility  for  such  benefits  (or, 
if  the  Secretary  so  determines,  for  such  month  and  the  following 
month)  shall — 

(A)  be  determined  on  the  basis  of  the  income  of  the  individu- 
al and  the  eligible  spouse,  if  any,  of  such  individual  and  other 
relevant  circumstances  in  such  month;  and 

(B)  in  the  case  of  the  month  in  which  an  application  becomes 
effective  or  the  first  month  following  a  period  of  ineligibility,  if 
such  application  becomes  effective,  or  eligibility  is  restored, 
after  the  first  day  of  such  month,  bear  the  same  ratio  to  the 
amount  of  the  benefit  which  would  have  been  payable  to  such 
individual  if  such  application  had  become  effective,  or  eligibil- 
ity had  been  restored,  on  the  first  day  of  such  month  as  the 
number  of  days  in  such  month  including  and  following  the  ef- 
fective date  of  such  application  or  restoration  of  eligibility 
bears  to  the  total  number  of  days  in  such  month. 

(3)  For  purposes  of  this  subsection,  an  increase  in  the  benefit 
amount  payable  under  title  II  (over  the  amount  payable  in  the  pre- 
ceding month,  or,  at  the  election  of  the  Secretary,  the  second  pre- 
ceding month)  to  an  individual  receiving  benefits  under  this  title 
shall  be  included  in  the  income  used  to  determine  the  benefit 
under  this  title  of  such  individual  for  any  month  which  is — 
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(A)  the  first  month  in  which  the  benefit  amount  payable  to 
such  individual  under  this  title  is  increased  pursuant  to  section 
1617,  or 

(B)  at  the  election  of  the  Secretary,  the  month  immediately 
following  such  month. 

(4)(A)  Notwithstanding  paragraph  (3),  if  the  Secretary  determines 
that  reliable  information  is  currently  available  with  respect  to  the 
income  and  other  circumstances  of  an  individual  for  a  month  (in- 
cluding information  with  respect  to  a  class  of  which  such  individu- 
al is  a  member  and  information  with  respect  to  scheduled  cost-of- 
living  adjustments  under  other  benefit  programs),  the  benefit 
amount  of  such  individual  under  this  title  for  such  month  may  be 
determined  on  the  basis  of  such  information. 

(B)  The  Secretary  shall  prescribe  by  regulation  the  circumstances 
in  which  information  with  respect  to  an  event  may  be  taken  into 
account  pursuant  to  subparagraph  (A)  in  determining  benefit 
amounts  under  this  title. 

*  «  *  «  «  *  « 

Certain  Individuals  Deemed  To  Meet  Resources  Test 

(g)  In  the  case  of  any  individual  or  any  individual  and  his  spouse 
(as  the  case  may  be)  who — 

(1)  received  aid  or  assistance  for  December  1973  under  a  plan 
of  a  State  approved  under  title  I,  X,  XIV,  or  XVI, 

(2)  has,  since  December  31,  1973,  continuously  resided  in  the 
State  under  the  plan  of  which  he  or  they  received  such  aid  or 
assistance  for  December  1973,  and 

(3)  has,  since  December  31,  1973,  continuously  been  (except 
for  periods  not  in  excess  of  six  consecutive  months)  an  eligible 
individual  or  eligible  spouse  with  respect  to  whom  supplemen- 
tal security  income  benefits  are  payable, 

the  resources  of  such  individual  or  such  individual  and  his  spouse 
(as  the  case  may  be)  shall  be  deemed  not  to  exceed  the  amount 
specified  in  sections  1611(a)(1)(B)  and  1611(a)(2)(B)  during  any 
period  that  the  resources  of  such  individual  [or  individuals]  or 
such  individual  and  his  spouse  (as  the  case  may  be)  does  not 
exceed  the  maximum  amount  of  resources  specified  in  the  State 
plan,  as  in  effect  for  October  1972,  under  which  he  or  they  received 
such  aid  or  assistance  for  December  1973. 

******* 

INCOME 

Meaning  of  Income 

Sec.  1612.  (a)  For  purposes  of  this  title,  income  means  both 
earned  income  and  unearned  income;  and — 
(1)  *  *  * 
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Exclusions  From  Income 

(b)  In  determining  the  income  of  an  individual  (and  his  eligible 
spouse)  there  shall  be  excluded — 

(1)  subject  to  limitations  (as  to  amount  or  otherwise)  pre- 
scribed by  the  Secretary,  if  such  individual  is  a  child  who  is,  as 
determined  by  the  Secretary,  a  student  regularly  attending  a 
school,  college,  or  university,  or  a  course  of  vocational  or  tech- 
nical training  designed  to  prepare  his  for  gainful  employment, 
the  earned  income  of  such  individual; 

(2)  (A)  the  first  $240  per  year  (or  proportionately  smaller 
amounts  for  shorter  periods)  of  income  (whether  earned  or  un- 
earned) other  than  income  which  is  paid  on  the  basis  of  the 
need  of  the  eligible  individual; 

THE  INDENTATION  OF  THE  FOLLOWING  SUBPARAGRAPH 
(B)  IS  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE 
[PRECEDING  SUBPARAGRAPH] 

(B)  monthly  (or  other  periodic)  payments  received  by  any  in- 
dividual, under  a  program  established  prior  to  July  1,  1973,  if 
such  payments  are  made  by  the  State  of  which  the  individual 
receiving  such  payments  is  a  resident,  and  if  eligiblity  of  any 
individual  for  such  payments  is  not  based  on  need  and  is  based 
solely  on  attainment  of  age  65  and  duration  of  residence  in 
such  State  by  such  individual; 

******* 

(9)  if  such  individual  is  a  child,  one-third  of  any  payment  for 
his  support  received  from  an  absent  parent; 

******* 

RESOURCES 

Exclusions  From  Resources 
Sec.  1613.  (a)  *  *  * 

******* 

[disposal  of  resources  for  less  than  fair  market  value  J 
Disposal  of  Resources  for  Less  Than  Fair  Market  Value 

(c)  (1)  In  determining  the  resources  of  an  individual  (and  his  eligi- 
ble spouse,  if  any)  there  shall  be  included  (but  subject  to  the  exclu- 
sions under  subsection  (a))  any  resource  (or  interest  therein)  owned 
by  such  individual  or  eligible  spouse  within  the  preceding  24 
months  if  such  individual  or  eligible  spouse  gave  away  or  sold  such 
resource  or  interest  at  less  than  fair  market  value  of  such  resource 
or  interest  for  the  purpose  of  establishing  eligibility  for  benefits  or 
assistance  under  this  Act. 

(2)  Any  transaction  described  in  paragraph  (1)  shall  be  presumed 
to  have  been  for  the  purpose  of  establishing  eligibility  for  benefits 
or  assistance  under  this  Act  unless  such  individual  or  eligible 
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spouse  furnishes  convincing  evidence  to  establish  that  the  transac- 
tion was  exclusively  for  some  other  purpose. 

(3)  For  purposes  of  paragraph  (1)  the  value  of  such  a  resource  or 
interest  shall  be  the  fair  market  value  of  such  resource  or  interest 
at  the  time  it  was  sold  or  given  away,  less  the  amount  of  compensa- 
tion received  for  such  resource  or  interest,  if  any. 

MEANING  OF  TERMS 

Aged,  Blind,  or  Disabled  Individual 

Sec.  1614.  (a)(1)  *  *  * 

******* 

(3)(A)  An  individual  shall  be  considered  to  be  disabled  for  pur- 
poses of  this  title  if  he  is  unable  to  engage  in  any  substantial  gainful 
activity  by  reason  of  any  medically  determinable  physical  or 
mental  impairment  which  can  be  expected  to  result  in  death  or 
which  has  lasted  or  can  be  expected  to  last  for  a  continuous  period 
of  not  less  than  twelve  months  (or,  in  the  case  of  a  child  under  the 
age  of  18,  if  he  suffers  from  any  medically  determinable  physical  or 
mental  impairment  of  comparable  severity). 

(B)  For  purposes  of  subparagraph  (A),  an  individual  shall  be  de- 
termined to  be  under  a  disability  only  if  his  physical  or  mental  im- 
pairment or  impairments  are  of  such  severity  that  he  is  not  only 
unable  to  do  his  work  but  cannot,  considering  his  age,  education, 
and  work  experience,  engage  in  any  other  kind  of  substantial  gain- 
ful work  which  exists  in  the  national  economy,  regardless  of  wheth- 
er such  work  exists  in  the  immediate  area  in  which  he  lives,  or 
whether  a  specific  job  vacancy  exists  for  him,  or  whether  he  would 
be  hired  if  he  applied  for  work.  For  purposes  of  the  preceding  sen- 
tence (with  respect  to  any  individual),  ''work  which  exists  in  the 
national  economy"  means  work  with  exists  in  significant  numbers 
either  in  the  region  where  such  individual  lives  or  in  several  re- 
gions of  the  country. 

(C)  For  purposes  of  this  paragraph,  a  physical  or  mental  impair- 
ment is  an  impairment  that  results  from  anatomical,  physiological, 
or  psychological  abnormalities  which  are  demonstrable  by  medical- 
ly acceptable  clinical  and  laboratory  diagnostic  techniques. 

(D)  The  Secretary  shall  by  regulations  prescribe  the  criteria  for 
determining  when  services  performed  or  earnings  derived  from 
services  demonstrate  an  individual's  ability  to  engage  in  substan- 
tial gainful  activity.  In  determining  whether  an  individual  is  able 
to  engage  in  substantial  gainful  activity  by  reason  of  his  earnings, 
where  his  disability  is  sufficiently  severe  to  result  in  a  functional 
limitation  requiring  assistance  in  order  for  him  to  work,  there 
shall  be  excluded  from  such  earnings  an  amount  equal  to  the  cost 
(to  such  individual)  of  any  attendant  care  services,  medical  devices, 
equipment,  prostheses,  and  similar  items  and  services  (not  includ- 
ing routine  drugs  or  routine  medical  services  unless  such  drugs  or 
services  are  necessary  for  the  control  of  the  disabling  condition) 
which  are  necessary  (as  determined  by  the  Secretary  in  regula- 
tions) for  that  purpose,  whether  or  not  such  assistance  is  also 
needed  to  enable  him  to  carry  out  his  normal  daily  functions; 
except  that  the  amounts  to  be  excluded  shall  be  subject  to  such  rea- 
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sonable  limits  as  the  Secretary  may  prescribe,*^  Notwithstanding 
the  provisions  of  subparagraph  (B),  an  individual  whose  services  or 
earnings  meet  such  criteria,  except  for  purposes  of  subparagraph 
(F)  or  paragraph  (4)  shall  be  found  not  to  be  disabled. 

[THE  INDENTATION  OF  THE  FOLLOWING  SUBPARAGRAPH 
(E)  IS  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE 
PRECEDING  SUBPARAGRAPHS] 

(E)  Notwithstanding  the  provisions  of  subparagraphs  (A)  through 
(D),  an  individual  shall  also  be  considered  to  be  disabled  for  pur- 
poses of  this  title  if  he  is  permanently  and  totally  disabled  as  de- 
fined under  a  State  plan  approved  under  title  XIV  or  XVI  as  in 
effect  for  October  1972  and  received  aid  under  such  plan  (on  the 
basis  of  disability)  for  December  1973  (and  for  at  least  one  month 
prior  to  July  1973),  so  long  as  he  is  continuously  disabled  as  so  de- 
fined. 

******* 

(G)  In  determining  whether  an  individual's  physical  or  mental 
impairment  or  impairments  are  of  such  severity  that  he  or  she  is 
unable  to  engage  in  substantial  gainful  activity,  the  Secretary  shall 
consider  the  combined  effect  of  all  of  the  individual's  impairments 
without  regard  to  whether  any  such  impairment,  if  considered  sepa- 
rately, would  be  of  such  severity. 

(5)  A  recipient  of  benefits  based  on  disability  under  this  title  may 
be  determined  not  to  be  entitled  to  such  benefits  on  the  basis  of  a 
finding  that  the  physical  or  mental  impairment  on  the  basis  of 
which  such  benefits  are  provided  has  ceased,  does  not  exist,  or  is  not 
disabling  only  if  finding  is  supported  by — 

(A)  substantial  evidence  demonstrating  that  there  has  been 
medical  improvement  in  the  individual's  impairment  or  combi- 
nation of  impairments  so  that  the  individual  now  is  able  to 
engage  in  substantial  gainful  activity; 

(B)  substantial  evidence  (except  in  the  case  of  an  individual 
eligible  to  receive  benefits  under  section  1619)  which — 

(i)  consists  of  new  medical  evidence  and  a  new  assessment 
of  the  individual's  residual  functional  capacity  and  demon- 
strates that,  although  the  individual  has  not  improved 
medically,  he  or  she  is  nonetheless  a  beneficiary  of  ad- 
vances in  medical  or  vocational  therapy  or  technology  so 
that  the  individual  is  able  to  engage  in  substantial  gainful 
activity,  or 

(ii)  demonstrates  that,  although  the  individual  has  not 
improved  medically,  he  or  she  has  undergone  vocational 
therapy  so  that  he  or  she  is  now  able  to  engage  in  substan- 
tial gainful  activity;  or 

(C)  substantial  evidence  which  demonstrates  that,  as  deter- 
mined on  the  basis  of  new  or  improved  diagnostic  techniques  or 
evaluations,  the  individual's  impairment  or  combination  of  im- 
pairments is  not  as  disabling  as  it  was  considered  to  be  at  the 
time  of  the  most  recent  prior  decision  that  he  or  she  was  under 
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a  disability  or  continued  to  be  under  a  disability,  so  that  the 
individual  now  is  able  to  engage  in  substantial  gainful  activity. 
Nothing  in  this  paragraph  shall  be  construed  to  require  a  determi- 
nation that  a  recipient  of  benefits  under  this  title  based  on  disabil- 
ity is  entitled  to  such  benefits  if  evidence  on  the  record  at  the  time 
any  prior  determination  of  such  entitlement  to  benefits  was  made, 
or  new  evidence  which  relates  to  that  determination,  shows  that  the 
prior  determination  was  either  clearly  erroneous  at  the  time  it  was 
made  or  was  fraudulently  obtained,  or  if  the  individual  (unless  he 
or  she  is  eligible  to  receive  benefits  under  section  1619)  is  engaged  in 
substantial  gainful  activity.  In  any  case  in  which  there  is  no  availa- 
ble medical  evidence  supporting  a  prior  determination  of  disability, 
nothing  in  this  subsection  shall  preclude  the  Secretary,  in  attempt- 
ing to  meet  the  requirements  of  the  preceding  provisions  of  this  sub- 
section, from  securing  additional  medical  reports  necessary  to  recon- 
struct the  evidence  which  supported  such  prior  determination. 

:fc  ;fc  :f(  4c  :f:  sf: 

Determination  of  Marital  Relationships 

(d)  In  determining  whether  two  individuals  are  husband  and  wife 
for  purposes  of  this  title,  appropriate  State  law  shall  be  applied; 
except  that — 

(1)  if  a  man  and  [women]  woman  have  been  determined  to 
be  husband  and  wife  under  section  216  (h)(1)  for  purposes  of 
title  II  they  shall  be  considered  (from  and  after  the  date  of 
such  determination  or  the  date  of  their  application  for  benefits 
under  this  title,  whichever  is  later)  to  be  husband  and  wife  for 
purposes  of  this  title,  or 

«  >ic  «  «  *  *  * 

REHABILITATION  SERVICES  FOR  BLIND  AND  DISABLED  INDIVIDUALS 

Sec.  1615.  (a)  In  the  case  of  any  blind  or  disabled  individual 
who — 

(1)  has  not  attained  age  65,  and 

(2)  is  receiving  benefits  (or  with  respect  to  whom  benefits  are 
paid)  under  this  title, 

the  Secretary  shall  make  provision  for  referral  of  such  individual 
to  the  appropriate  State  agency  administering  the  State  plan  for 
vocational  rehabilitation  services  approved  under  [the  Vocational 
Rehabilitation  Act] ,  title  I  of  the  Rehabilitation  Act  of  1973  or,  in 
the  case  of  any  such  individual  who  has  not  attained  age  16,  to  the 
State  agency  administering  the  State  program  under  title  V,  and 
(except  for  individuals  who  have  not  attained  age  16  and  except  in 
such  other  cases  as  he  may  determine)  for  a  review  not  less  often 
than  quarterly  of  such  individual's  blindness  or  disability  and  his 
need  for  and  utilization  of  the  services  made  available  to  him 
under  such  plan. 

(c)  Every  individual  age  16  or  over  with  respect  to  whom  the  Sec- 
retary is  required  to  make  provision  for  referral  under  subsection 
(a)  shall  accept  such  services  as  are  made  available  to  him  under 
the  State  plan  for  vocational  and  rehabilitation  services  approved 
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under  [the  Vocational  Rehabilitation  Act]  title  I  of  the  Rehabili- 
tation Act  of  1973',  and  no  such  individual  shall  be  an  eligible  indi- 
vidual or  eligible  spouse  for  purposs  of  this  title  if  he  refuses  with- 
out good  cause  to  accept  services  for  which  he  is  referreed  under 
subsection  (a). 

(d)  The  Secretary  is  authorized  to  reimburse  to  the  State  agency 
administering  or  supervising  the  administration  of  a  State  plan  for 
vocational  rehabilitation  services  approved  under  the  [Vocational 
Rehabilitation  Act]  the  costs  incurred  under  such  plan  in  the  pro- 
vision of  rehabilitation  services  to  individuals  who  are  referred  for 
such  services  pursuant  to  subsection  (a)  [if  such  services  result  in 
their  performance  of  substantial  gainful  activity  which  lasts  for  a 
continuous  period  of  nine  months]  (1)  in  cases  where  the  furnish- 
ing of  such  services  results  in  the  performance  by  such  individuals 
of  substantial  gainful  activity  for  continuous  periods  of  nine 
months,  (2)  in  cases  where  such  individuals  are  determined  to  be  no 
longer  entitled  to  benefits  under  this  title  because  the  physical  or 
mental  impairments  on  which  the  benefits  are  based  have  ceased, 
do  not  exist,  or  are  not  disabling  (and  no  reimbursement  under  this 
subsection  shall  be  made  for  services  furnished  to  any  individual  re- 
ceiving such  benefits  for  any  period  after  the  close  of  such  individ- 
ual's ninth  consecutive  month  of  substantial  gainful  activity  or  the 
close  of  the  month  with  which  his  or  her  entitlement  to  such  bene- 
fits ceases,  whichever  first  occurs),  and  (3)  in  cases  where  such  indi- 
viduals, without  good  cause,  refuse  to  accept  vocational  rehabilita- 
tion services  or  fail  to  cooperate  in  such  a  manner  as  to  preclude 
their  successful  rehabilitation.  The  determination  of  the  amount  of 
costs  to  be  reimbursed  under  this  subsection  shall  be  made  by  the 
Commissioner  of  Social  Security  in  accordance  with  criteria  deter- 
mined by  him  in  the  same  manner  as  under  section  222(d)(1). 

*  *  *  5f!  *  *  * 

OPERATION  OF  STATE  SUPPLEMENTATION  PROGRAMS 

Sec.  1618.  (a) 

[THE  INDENTATION  OF  THE  FOLLOWING  SUBSECTION  (D) 
IS  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE  PRE- 
DEDING  SUBSECTIONS] 

id)  The  Secretary  shall  not  find  that  a  State  has  failed  to  meet 
the  requirements  imposed  by  paragraph  (4)  of  subsection  (a)  with 
respect  to  the  levels  of  its[,]  supplementary  payments  for  any  por- 
tion of  the  period  July  1,  1980,  through  June  30,  1981,  if  the  State's 
expenditures  for  such  payments  in  that  twelve-month  period  were 
not  less  than  its  expenditures  for  such  payments  for  the  period 
July  1,  1976,  through  June  30,  1977  (or,  if  the  State  made  no  sup- 
plementary payments  in  the  period  July  1,  1976,  through  June  30, 
1977,  the  expenditures  for  the  first  twelve-month  period  extending 
from  July  1  through  June  30  in  which  the  State  made  such  pay- 
ments). 
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BENEFITS  FOR  INDIVIDUALS  WHO  PERFORM  SUBSTANTIAL  GAINFUL 
ACTIVITY  DESPITE  SEVERE  MEDICAL  IMPAIRMENT 

Sec.  1619.  (a)  Any  individual  who  is  an  eligible  individual  (or  eli- 
gible spouse)  by  reason  of  being  under  a  disability  and  was  eligible 
to  receive  benefits  under  section  1611(b)  or  under  this  section  for 
the  month  preceding  the  month  for  which  eligibility  for  benefits 
under  this  section  is  now  being  determined,  and  who  would  other- 
wise be  denied  benefits  by  reason  of  section  1611(eX4)  or  ceases  to 
be  an  eligible  indiviudual  (or  eligible  spouse)  because  his  earnings 
have  demonstrated  a  capacity  to  engage  in  substantial  gainful  ac- 
tivity, shall  nevertheless  qualify  for  a  monthly  benefit  equal  to  an 
amount  determined  under  section  1611(bXl)  (or,  in  the  case  of  an 
individual  who  has  an  eligible  spouse,  under  section  1611(bX2)),  and 
for  purposes  of  title  XIX  of  this  Act  shall  be  considered  a  disabled 
individual  receiving  supplemental  security  income  benefits  under 
this  title,  for  so  long  as  the  Secretary  determines  that— 

(1)  such  individual  continues  to  have  the  disabling  physical 
or  mental  impairment  on  the  basis  of  which  such  individual 
was  found  to  be  under  a  disability,  and  continues  to  meet  all 
non-disability-related  requirements  for  eligibility  for  benefits 
under  this  title;  and 

(2)  the  income  of  such  individual  other  than  income  excluded 
pursuant  to  section  1612(b),  is  not  equal  to  or  in  excess  of  the 
amount  which  would  cause  him  to  be  ineligible  for  payments 
under  section  1611(b)  (if  he  were  otherwise  eligible  for  such 
payments). 

(b)  For  purposes  of  title  XIX,  any  individual  under  age  65  who, 
for  the  month  preceding  the  first  month  in  the  period  to  which  this 
subsection  applies,  received — 

(i)  a  pajnnent  of  supplemental  security  income  benefits  under 
section  1611(b)  on  the  basis  of  blindness  or  disability, 

(ii)  a  supplementary  pajmaent  under  section  1616  of  this  Act 
or  under  section  212  of  Public  Law  93-66  on  such  basis, 

(iii)  a  payment  of  monthly  benefits  under  subsection  (a),  or 

(iv)  a  supplementary  payment  under  section  1616(cX3), 
shall  be  considered  to  be  a  blind  or  disabled  individual  receiving 
supplemental  security  income  benefits  for  so  long  as  the  Secretary 
determines  under  regulations  that — 

(1)  such  individual  continues  to  be  blind  or  continues  to  have 
the  disabling  physical  or  mental  impairment  on  the  basis  of 
which  he  was  found  to  be  under  a  disability  and,  except  for  his 
earnings,  continues  to  meet  all  non-disability-related  require- 
ments for  eligibility  for  benefits  under  this  title; 

(2)  the  income  of  such  individual  would  not,  except  for  his 
earnings,  be  equal  to  or  in  excess  of  the  amount  which  would 
cause  him  to  be  ineligible  for  payments  under  section  1611(b) 
(if  he  were  otherwise  eligible  for  such  payments); 

(3)  the  termination  of  eligibility  for  benefits  under  title  XIX 
or  XX  would  seriously  inhibit  his  ability  to  continue  his  em- 
ployment; and 

(4)  such  individual's  earnings  are  not  sufficient  to  allow  him 
to  provide  for  himself  a  reasonable  equivalent  of  the  benefits 
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under  this  title  and  titles  XIX  and  XX  which  would  be  availa- 
ble to  him  in  the  absence  of  such  earnings. 
(c)  The  Secretary  of  Health  and  Human  Services  and  the  Secre- 
tary of  Education  shall  jointly  develop  and  disseminate  informa- 
tion, and  establish  training  programs  for  staff  personnel,  with  re- 
spect to  the  potential  availability  of  benefits  and  services  for  dis- 
abled individuals  under  the  provisions  of  this  section.  The  Secretary 
of  Health  and  Human  Services  shall  provide  such  information  to 
individuals  who  are  applicants  for  and  recipients  of  benefits  based 
on  disability  under  this  title  and  shall  conduct  such  programs  for 
the  staffs  of  the  District  offices  of  the  Social  Security  Administra- 
tion. The  Secretary  of  Education  shall  conduct  such  programs  for 
the  staffs  of  the  State  Vocational  Rehabilitation  agencies,  and  in 
cooperation  with  such  agencies  shall  also  provide  such  information 
to  other  appropriate  individuals  and  to  public  and  private  organiza- 
tions and  agencies  which  are  concerned  with  rehabilitation  and 
social  services  or  which  represent  the  disabled. 

ATTRIBUTION  OF  SPONSOR'S  INCOME  AND  RESOURCES  TO  ALIENS 

Sec.  1621.  (a)  *  *  * 

*  *  *  *  *  iti  * 

(e)  Any  sponsor  of  an  alien,  and  such  alien,  shall  be  jointly  and 
[severably]  severally  liable  for  an  amount  equal  to  any  overpay- 
ment made  to  such  alien  during  the  period  of  three  years  after 
such  alien's  entry  into  the  United  States,  on  account  of  such  spon- 
sor's failure  to  provide  correct  information  under  the  provisions  of 
this  section,  except  where  such  sponsor  was  without  fault,  or  where 
good  cause  for  such  failure  existed.  Any  such  overpayment  which  is 
not  repaid  to  the  Secretary  or  recovered  in  accordance  with  section 
1631(b)  shall  be  withheld  from  any  subsequent  payment  to  which 
such  alien  or  such  sponsor  is  entitled  under  any  provision  of  this 
Act. 

*  *  *  *  *  *  * 

Part  B— Procedural  and  General  Provisions 
payments  and  procedures 
Payment  of  Benefits 

Sec.  1631.  (a)(1)  *  *  * 

(7XA)  In  any  case  where — 

(i)  an  individual  is  a  recipient  of  benefits  based  on  disability 
or  blindness  under  this  title, 

(ii)  the  physical  or  mental  impairment  on  the  basis  of  which 
such  benefits  are  payable  is  found  to  have  ceased,  not  to  have 
existed,  or  to  no  longer  be  disabling,  and  as  a  consequence  such 
individual  is  determined  not  to  be  entitled  to  such  benefits,  and 

(Hi)  a  timely  request  for  review  or  for  a  hearing  is  pending 
with  respect  to  the  determination  that  he  is  not  so  entitled. 
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such  individual  may  elect  (in  such  manner  and  form  and  within 
such  time  as  the  Secretary  shall  by  regulations  prescribe)  to  have  the 
payment  of  such  benefits  continued  for  an  additional  period  begin- 
ning with  the  first  month  beginning  after  the  date  of  the  enactment 
of  this  paragraph  for  which  (under  such  determination)  such  bene- 
fits are  no  longer  otherwise  payable,  and  ending  with  the  earlier  of 
(I)  the  month  preceding  the  month  in  which  a  decision  is  made  after 
such  a  hearing,  or  (II)  the  month  preceding  the  month  in  which  no 
such  request  for  review  or  a  hearing  is  pending. 

(B) (i)  If  an  individual  elects  to  have  the  payment  of  his  benefits 
continued  for  an  additional  period  under  subparagraph  (A),  and  the 
final  decision  of  the  Secretary  affirms  the  determination  that  he  is 
not  entitled  to  such  benefits,  any  benefits  paid  under  this  title  pur- 
suant to  such  election  (for  months  in  such  additional  period)  shall 
be  considered  overpayments  for  all  purposes  of  this  title,  except  as 
otherwise  provided  in  clause  (ii). 

(ii)  If  the  Secretary  determines  that  the  individual's  appeal  of  his 
termination  of  benefits  was  made  in  good  faith,  all  of  the  benefits 
paid  pursuant  to  such  individual's  election  under  subparagraph  (A) 
shall  be  subject  to  waiver  consideration  under  the  provisions  of  sub- 
section (b)(1). 

(C)  The  provisions  of  subparagraphs  (A)  and  (B)  shall  apply  with 
respect  to  determinations  (that  individuals  are  not  entitled  to  bene- 
fits) which  are  made  on  or  after  the  date  of  the  enactment  of  this 
paragraph,  or  prior  to  such  date  but  only  on  the  basis  of  a  timely 
request  for  review  or  for  a  hearing. 

Overpayments  and  Underpayments 

(b)(1)  Whenever  the  Secretary  finds  that  more  or  less  than  the 
correct  amount  of  benefits  has  been  paid  with  respect  to  any  indi- 
vidual, proper  adjustment  or  recovery  shall,  subject  to  the  succeed- 
ing provisions  of  this  subsection,  be  made  by  appropriate  adjust- 
ments in  future  payments  to  such  individual  or  by  recovery  from 
or  payment  to  such  individual  or  his  eligible  spouse  (or  by  recovery 
from  the  estate  of  either).  The  Secretary  shall  make  such  provision 
as  he  finds  appropriate  in  the  case  of  payment  of  more  than  the 
correct  amount  of  benefits  with  respect  to  an  individual  with  a 
view  to  avoiding  penalizing  such  individual  or  his  eligible  spouse 
who  was  without  fault  in  connection  with  the  overpayment,  if  ad- 
justment or  recovery  on  account  of  such  overpayment  in  such  case 
would  defeat  the  purposes  of  this  title,  or  be  against  equity  [or] 
and  good  conscience,  or  (because  of  the  small  amount  involved) 
impede  efficient  or  effective  administration  of  this  title. 

*  *  *  *  ♦  *  * 

Procedures;  Prohibitions  of  Assignments;  Representation  of 

Claimants 

(d)(1)  The  provisions  of  section  207  and  subsections  (a),  (b)(2),  (d), 
C(e),  and  (f)J  and  (e)  of  section  205  shall  apply  with  respect  to  this 
part  to  the  same  extent  as  they  apply  in  the  case  of  title  II. 
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ADMINISTRATION 

Sec.  1633.  (a)  *  *  * 

iff  *****  * 

(c)  Section  234  shall  apply  with  respect  to  decisions  of  United 
States  courts  of  appeals  involving  interpretations  of  provisions  of 
this  title  or  of  regulations  prescribed  under  this  title  (and  requiring 
action  with  respect  to  such  provisions)  in  the  same  manner  and  to 
the  same  extent  as  it  applies  with  respect  to  decisions  involving  in- 
terpretations of  provisions  of  title  II  or  of  regulations  prescribed 
thereunder  (and  requiring  action  with  respect  to  such  provisions). 

******* 

TITLE  XVIII— HEALTH  INSURANCE  FOR 
THE  AGED  AND  DISABLED 

******* 

Part  A— Hospital  Insurance  Benefits  for  the  Aged  and 

Disabled 

******* 

conditions  of  and  limitations  on  payment  for  services 
Requirement  of  Requests  and  Certifications 

Sec.  1814.  (a)  Except  as  provided  in  subsections  (d)  and  (g)  and  in 
section  1876,  payment  for  services  furnished  an  individual  may  be 
made  only  to  providers  of  services  which  are  eligible  therefor  under 
section  1866  and  only  if— 

(1)  written  request,  signed  by  such  individual,  except  in  cases 
in  which  the  Secretary  finds  it  impracticable  for  the  individual 
to  do  so,  is  filed  for  such  payment  in  such  form,  in  such 
manner,  and  by  such  person  or  persons  as  the  Secretary  may 
by  regulation  prescribe,  no  later  than  the  close  of  the  period  of 
3  calendar  years  following  the  year  in  which  such  services  are 
furnished  (deeming  any  services  furnished  in  the  last  3  calen- 
dar months  of  any  calendar  year  to  have  been  furnished  in  the 
succeeding  calendar  year)  except  that  where  the  Secretary 
deems  that  efficient  administration  so  requires,  such  period 
may  be  reduced  to  not  less  than  1  calendar  year; 

(2)  a  physician  certifies  (and  recertifies,  where  such  services 
are  furnished  over  a  period  of  time,  in  such  cases,  with  such 
frequency,  and  accompanied  by  such  supporting  material,  ap- 
propriate to  the  case  involved,  as  may  be  provided  by  regula- 
tions, except  that  the  first  of  such  recertifications  shall  be  re- 
quired in  each  case  of  inpatient  hospital  services  not  later  than 
the  20th  day  of  such  period)  that — 

(A)  in  the  case  of  inpatient  psychiatric  hospital  services, 
such  services  are  or  were  required  to  be  given  on  an  inpa- 
tient basis,  by  or  under  the  supervision  of  a  physician,  for 
the  psychiatric  treatment  of  an  individual;  and  (i)  such 
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treatment  can  or  could  reasonably  be  expected  to  improve 
the  condition  for  which  such  treatment  is  or  was  necessary 
or  (ii)  inpatient  diagnostic  study  is  or  was  medically  re- 
quired and  such  services  are  or  were  necessary  for  such 
purposes; 

[(B)  in  the  case  of  inpatient  tuberculosis  hospital  serv- 
ices, such  services  are  or  were  required  to  be  given  on  an 
inpatient  basis,  by  or  under  the  supervision  of  a  physician, 
for  the  treatment  of  an  individual  for  tuberculosis;  and 
such  treatment  can  or  could  reasonably  be  expected  to  (i) 
improve  the  condition  for  which  such  treatment  is  or  was 
necessary  or  (ii)  render  the  condition  noncommunicable;] 

(C)  in  the  case  of  post-hospital  extended  care  services, 
such  services  are  or  were  required  to  be  given  because  the 
individual  needs  or  needed  on  a  daily  basis  skilled  nursing 
care,  (provided  directly  by  or  requiring  the  supervision  of 
skilled  nursing  personnel)  or  other  skilled  rehabilitation 
services,  which  as  a  practicial  matter  can  only  be  provided 
in  a  skilled  nursing  facility  on  an  inpatient  basis,  for  any 
of  the  conditions  with  respect  to  which  he  was  receiving 
inpatient  hospital  services  (or  services  which  would  consti- 
tute inpatient  hospital  services  if  the  institution  met  the 
requirements  of  paragraph  (6)  and  (9)  of  section  1861(e)) 
prior  to  transfer  to  the  skilled  nursing  facility  or  for  a  con- 
dition requiring  such  extended  care  services  which  arose 
after  such  transfer  and  while  he  was  still  in  the  facility  for 
treatment  of  the  condition  or  conditions  for  which  he  was 
receiving  such  inpatient  hospital  services; 

(D)  in  the  case  of  home  health  services,  such  services  are 
or  were  required  because  the  individual  is  or  was  confined 
to  his  home  (except  when  receiving  items  and  services  re- 
ferred to  in  section  161(m)(7))  and  skilled  nursing  care  on 
an  intermittent  basis  for  physical  or  speech  therapy  or,  in 
the  case  of  an  individual  who  has  been  furnished  home 
health  services  based  on  such  a  need  and  who  no  longer 
has  such  a  need  for  such  care  or  therapy,  continues  or  con- 
tinued to  need  occupational  therapy;  a  plan  for  furnishing 
such  services  to  such  individual  has  been  established  and 
is  periodically  reviewed  by  a  physician;  and  such  services 
are  or  were  furnished  while  the  individual  was  under  the 
care  of  a  physician;  or 

(E)  in  the  case  of  inpatient  hospital  services  in  connec- 
tion with  the  care,  treatment,  filling,  removal,  or  replace- 
ment of  teeth  or  structures  directly  supporting  teeth,  the 
inividual,  because  of  his  underlying  medical  condition  and 
clinical  status  or  because  of  the  severity  of  the  dental  pro- 
cedure, requires  hospitalization  in  connection  with  the  pro- 
vision of  such  services; 

(3)  with  respect  to  inpatient  hospital  services  (other  than  in- 
patient psychiatric  hospital  services  [and  inpatient  tuberculo- 
sis hospital  services])  which  are  furnished  over  a  period  of 
time,  a  physician  certifies  that  such  services  are  required  to  be 
given  on  an  inpatient  basis  or  such  individual's  medical  treat- 
ment, or  that  inpatient  diagnostic  study  is  medically  required 
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and  such  services  are  necessary  for  such  purpose,  except  that 
(A)  such  certification  shall  be  furnished  only  in  such  cases, 
with  such  frequency,  and  accompanied  by  such  supporting  ma- 
terial, appropriate  to  the  cases  involved,  as  may  be  provided  by 
regulations,  and  (B)  the  first  such  certification  required  in  ac- 
cordance with  clause  (A)  shall  be  furnished  no  later  than  the 
20th  day  of  such  period; 

(4)  in  the  case  of  inpatient  psychiatric  hospital  services,  the 
services  are  those  which  the  records  of  the  hospital  indicate 
were  furnished  to  the  individual  during  periods  when  he  was 
receiving  (A)  intensive  treatment  services,  (B)  admission  and 
related  services  necessary  for  a  diagnostic  study,  or  (C)  equiva- 
lent services; 

[(5)  in  the  case  of  inpatient  tuberculosis  hospital  services, 
the  services  are  those  which  the  records  of  the  hospital  indi- 
cate were  furnished  to  the  individual  during  periods  when  he 
was  receiving  treatment  which  could  reasonably  be  expected  to 
(A)  improve  his  condition  or  (B)  render  it  noncommunicable;] 

(6)  with  respect  to  inpatient  hospital  services  furnished  such 
individual  after  the  20th  day  of  a  continuous  period  of  such 
services  and  with  respect  to  post-hospital  extended  care  serv- 
ices furnished  after  such  day  of  a  continuous  period  of  such 
services  as  may  be  prescribed  in  or  pursuant  to  regulations, 
there  was  not  in  effect,  at  the  time  of  admission  of  such  indi- 
vidual to  the  hospital  or  skilled  nursing  facility,  as  the  case 
may  be,  a  decision  under  section  1866(d)  (based  on  a  finding 
that  utilization  review  of  long-stay  cases  is  not  being  made  in 
such  hospital  or  facility); 

(7)  with  respect  to  inpatient  hospital  services  or  post-hospital 
extended  care  services  furnished  such  individual  during  a  con- 
tinuous period,  a  finding  has  not  been  made  (by  the  physician 
members  of  the  committee  or  group,  as  described  in  section 
1861(k)(4),  including  any  finding  made  in  the  course  of  a 
sample  or  other  review  of  admissions  to  the  institution)  pursu- 
ant to  the  system  of  utilization  review  that  further  inpatient 
hospital  services  or  further  post-hospital  extended  care  serv- 
ices, as  the  case  may  be,  are  not  medically  necessary;  except 
that,  if  such  a  finding  has  been  made,  payment  may  be  made 
for  such  services  furnished  before  the  4th  day  after  the  day  on 
which  the  hospital  or  skilled  nursing  facility,  as  the  case  may 
be,  received  notice  of  such  finding; 

(8)  in  the  case  of  hospice  care  provided  an  individual — 

(A)(i)  in  the  first  90-day  period— 

(I)  the  individual's  attending  physician  (as  defined  in 
section  1861(dd)(3)(B)),  and 

(II)  the  medical  director  (or  physician  member  of  the 
interdisciplinary  group  described  in  section 
1981(dd)(2)(B))  of  the  hospice  program  providing  (or  ar- 
ranging for)  the  care, 

each  certify,  not  later  than  two  days  after  hospice  care  is 
initiated,  that  the  individual  is  terminally  ill  (as  defined  in 
section  1861(dd)(3)(A)),  and 

(ii)  in  a  subsequent  90-  or  30-day  period,  the  medical  di- 
rector or  physician  described  in  clause  (i)(II)  recertifies  at 
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the  beginning  of  the  period  that  the  individual  is  terminal- 
ly ill; 

(B)  a  written  plan  for  providing  hospice  care  with  re- 
spect to  such  individual  has  been  established  (before  such 
care  is  provided  by,  or  under  arrangements  made  by,  that 
hospice  program)  and  is  periodically  reviewed  by  the  indi- 
vidual's attending  physician  and  by  the  medical  director 
(and  the  interdisciplinary  group  described  in  section 
1861(dd)(2)(B))  of  the  hospice  program;  and 

(C)  such  care  is  being  or  was  provided  pursuant  to  such 
plan  of  care. 

To  the  extent  provided  by  regulations,  the  certification  and  recerti- 
fication  requirements  of  paragraph  (2)  shall  be  deemed  satisfied 
where,  at  a  later  date,  a  physician  makes  certification  of  the  kind 
provided  in  subparagraph  (A),  [(B),]  (C),  (D),  or  (E)  of  paragraph 
(2)  (whichever  would  have  applied),  but  only  where  such  certifica- 
tion is  accompanied  by  such  medical  and  other  evidence  as  may  be 
required  by  such  regulations.  With  respect  to  the  physician  certifi- 
cation required  by  paragraph  (2)  for  home  health  services  furnished 
to  any  individual  by  a  home  health  agency  (other  than  an  agency  S 
which  is  a  governmental  entity)  and  with  respect  to  the  establish-  " 
ment  and  review  of  a  plan  for  such  services,  the  Secretary  shall 
prescribe  regulations  which  shall  become  effective  no  later  than 
July  1,  1981,  and  which  prohibit  a  physician  who  has  a  significant 
ownership  interest  in,  or  a  significant  financial  or  [contractual] 
contractual  relationship  with,  such  home  health  agency  from  per- 
forming such  certification  and  from  establishing  or  reviewing  such 
plan,  except  that  such  prohibition  shall  not  apply  with  respect  to  a 
home  health  agency  which  is  a  sole  community  home  health  agency 
(as  determined  by  the  Secretary).  For  purposes  of  the  preceding  sen- 
tence; service  by  a  physician  as  an  uncompensated  officer  or  director 
of  a  home  health  agency  shall  not  constitute  having  a  significant 
ownership  interest  in,  or  a  significant  financial  or  contractual  rela- 
tionship with,  such  agency. 

«  *****  * 

FEDERAL  HOSPITAL  INSURANCE  TRUST  FUND 

Sec.  1817.  (a)  There  is  hereby  created  on  the  books  of  the  Treas- 
ury of  the  United  States  a  trust  fund  to  be  known  as  the  "Federal 
Hospital  Insurance  Trust  Fund"  (hereinafter  in  this  section  re- 
ferred to  as  the  "Trust  Fund").  The  Trust  Fund  shall  consist  of 
such  gifts  and  bequests  as  may  be  made  as  provided  in  section 
201(i)(l),  and  such  amounts  as  may  be  deposited  in,  or  appropriated 
to,  such  fund  as  provided  in  this  part.  There  are  hereby  appropri- 
ated to  the  Trust  Fund  for  the  fiscal  year  ending  June  30,  1966, 
and  for  each  fiscal  year  thereafter,  out  of  any  moneys  in  the  Treas- 
ury not  otherwise  appropriated,  amounts  equivalent  to  100  per 
centum  of— 

(1)  the  taxes  imposed  by  sections  3101(b)  and  3111(b)  of  the 
Internal  Revenue  Code  of  1954  with  respect  to  wages  reported 
to  the  Secretary  of  the  Treasury  or  his  delegate  pursuant  to 
subtitle  F  of  such  Code  after  December  31,  1965,  as  determined 
by  the  Secretary  of  the  Treasury  by  applying  the  applicable 
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rates  of  tax  under  such  sections  to  such  wages,  which  wages 
shall  be  certified  by  the  Secretary  of  [Health,  Education,  and 
Welfare]  Health  and  Human  Services  on  the  basis  of  records 
of  wages  established  and  maintained  by  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Serv- 
ices in  accordance  with  such  reports;  and 

(2)  the  taxes  imposed  by  section  1401(b)  of  the  Internal  Reve- 
nue Code  of  1954  with  respect  to  self-employment  income  re- 
ported to  the  Secretary  of  the  Treasury  or  his  delegate  on  tax 
returns  unde  subtitle  F  of  such  Code,  as  determined  by  the  Sec- 
retary of  the  Treasury  by  applying  the  applicable  rate  of  tax 
under  such  section  to  such  self-employment  income,  which  self- 
employment  income  shall  be  certified  by  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Serv- 
ices on  the  basis  of  records  of  self-employment  established  and 
maintained  by  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  in  accordance  with  such  re- 
turns. 

The  amounts  appropriated  by  the  preceding  sentence  shall  be 
transferred  [monthly  on  the  first  day  of  each  calendar  month] 
from  time  to  time  from  the  general  fund  in  the  Treasury  to  the 
Trust  Fund,  such  amounts  to  be  determined  on  the  basis  of  esti- 
mates by  the  Secretary  of  the  Treasury  of  the  taxes,  specified  in 
the  preceding  sentence,  [to  be  paid  to  or  deposited  into  the  Treas- 
ury during  such  month]  paid  to  or  deposited  into  the  Treasury;  and 
proper  adjustments  shall  be  made  in  amounts  subsequently  trans- 
ferred to  the  extent  prior  estimates  were  in  excess  of  or  were  less 
than  the  taxes  specified  in  such  sentence.  [All  amounts  trans- 
ferred to  the  Trust  Fund  under  the  preceding  sentence  shall  be  in- 
vested by  the  Managing  Trustee  in  the  same  manner  and  to  the 
same  extent  as  the  other  assets  of  the  Trust  Fund;  and  the  Trust 
Fund  shall  pay  interest  to  the  general  fund  on  the  amount  so 
transferred  on  the  first  day  of  any  month  at  a  rate  (calculated  on  a 
daily  basis,  and  applied  against  the  difference  between  the  amount 
so  transferred  on  such  first  day  and  the  amount  which  would  have 
been  transferred  to  the  Trust  Fund  up  to  that  day  under  the  proce- 
dures in  effect  on  January  1,  1983)  equal  to  the  rate  earned  by  the 
investments  of  the  Trust  Fund  in  the  same  month  under  subsection 
(c).] 

******* 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such 
portion  of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to 
meet  current  withdrawals.  Such  investments  may  be  made  only  in 
interest-bearing  obligations  of  the  United  States  or  in  obligations 
guaranteed  as  to  both  principal  and  interest  by  the  United  States. 
For  such  purpose  such  obligations  may  be  acquired  (1)  on  original 
issue  at  the  issue  price,  or  (2)  by  purchase  of  outstanding  obliga- 
tions at  the  market  price.  The  purposes  for  which  obligations  of  the 
United  States  may  be  issued  [under  the  Second  Liberty  Bond  Act, 
as  amended]  under  chapter  SI  of  title  31;  United  States  Code,  are 
hereby  extended  to  authorize  the  issuance  at  par  of  public-debt  ob- 
ligations for  purchase  by  the  Trust  Fund.  Such  obligations  issued 
for  purchase  by  the  Trust  Fund  shall  have  maturities  fixed  with 
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due  regard  for  the  needs  of  the  Trust  Fund  and  shall  bear  interest 
at  a  rate  equal  to  the  average  market  jdeld  (computed  by  the  Man- 
aging Trustee  on  the  basis  of  market  quotations  as  of  the  end  of 
the  calendar  month  next  proceding  the  date  of  such  issue)  on  all 
marketable  interest-bearing  obligations  of  the  United  States  then 
forming  a  part  of  the  public  debt  which  are  not  due  or  callable 
until  after  the  expiration  of  4  years  from  the  end  of  such  calendar 
month;  except  that  where  such  average  market  yield  is  not  a  multi- 
ple of  one-eighth  of  1  per  centum,  the  rate  of  interest  on  such  obli- 
gation shall  be  the  multiple  of  one-eighth  of  1  per  centum  nearest 
such  market  yield.  The  Managing  Trustee  may  purchase  other  in- 
terest-bearing obligations  of  the  United  States  or  obligations  guar- 
anteed as  to  both  principal  and  interest  by  the  United  States,  on 
original  issue  or  at  the  market  price,  only  where  he  determines 
that  the  purchase  of  such  other  obligations  is  in  the  public  interest. 

*  *  *  *  «  «  « 

(fKD  The  Managing  Trustee  is  directed  to  pay  from  time  to  time 
from  the  Trust  Fund  into  the  Treasury  the  amount  estimated  by 
him  as  taxes  imposed  under  section  3101(b)  which  are  subject  to 
refund  under  section  6413(c)  of  the  Internal  Revenue  Code  of  1954 
with  respect  to  wages  paid  after  December  31,  1965.  Such  taxes 
shall  be  determined  on  the  basis  of  records  of  wages  established 
and  maintained  by  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  in  accordance  with  the  wages  re- 
ported to  the  Secretary  of  the  Treasury  or  his  delegate  pursuant  to 
subtitle  F  of  the  Internal  Revenue  Code  of  1954,  and  the  Secretary 
of  [Health,  Education,  and  Welfare]  Health  and  Human  Services 
shall  furnish  the  Managing  Trustee  such  information  as  may  be  re- 
quired by  the  Managing  Trustee  for  such  purpose.  The  payments 
by  the  Managing  Trustee  shall  be  covered  into  the  Treasury  as  re- 
payments to  the  account  for  refunding  internal  revenue  collections. 

(2)  Repayments  made  under  paragraph  (1)  shall  not  be  available 
for  expenditures  but  shall  be  carried  to  the  surplus  fund  of  the 
Treasury.  If  it  subsequently  appears  that  the  estimates  under  such 
paragraph  in  any  particular  period  were  too  high  or  too  low,  appro- 
priate adjustments  shall  be  made  by  the  Managing  Trustee  in 
future  payments. 

(g)  There  shall  be  transferred  periodically  (but  not  less  often 
than  once  each  fiscal  year)  to  the  Trust  Fund  from  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund  and  from  the  Federal  Dis- 
ability Insurance  Trust  Fund  amounts  equivalent  to  the  amounts 
not  previously  so  transferred  which  the  Secretary  of  [Health,  Edu- 
cation, and  Welfare]  Health  and  Human  Services  shall  have  certi- 
fied as  overpayments  (other  than  amounts  so  certified  to  the  Rail- 
road Retirement  Board)  pursuant  to  section  1870(b)  of  this  Act. 
There  shall  be  transferred  periodically  (but  not  less  often  than  once 
each  fiscal  year)  to  the  Trust  Fund  from  the  Railroad  Retirement 
Account  amounts  equivalent  to  the  amounts  not  previously  so 
transferred  which  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  shall  have  certified  as  overpay- 
ments to  the  Railroad  Retirement  Board  pursuant  to  section 
1870(b)  of  this  Act. 
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(h)  The  Managing  Trustee  shall  also  pay  from  time  to  time  from 
the  Trust  Fund  such  amounts  as  the  Secretary  of  [Health,  Educa- 
tion, and  Welfare]  Health  and  Human  Services  certified  are  neces- 
sary to  make  the  payments  provided  for  by  this  part,  and  the  pay- 
ments with  respect  to  administrative  expenses  in  accordance  with 
section  201(g)(1). 

******* 

HOSPITAL  INSURANCE  BENEFITS  FOR  UNINSURED  INDIVIDUALS  NOT 
OTHERWISE  ELIGIBLE 

Sec.  1818.  (a)  *  *  * 

******* 

(c)  The  provisions  of  section  1837  (except  subsection  (f)  thereof), 
section  1838,  subsection  [(a)]  (b)  of  section  1839,  and  subsections  (f) 
and  (h)  of  section  1840  shall  apply  to  persons  authorized  to  enroll 
under  this  section  except  that — 

(1)  individuals  who  meet  the  conditions  of  subsection  (a)  (1), 
(3),  and  (4)  on  or  before  the  last  day  of  the  seventh  month  after 
the  month  in  which  this  section  is  enacted  may  enroll  under 
this  part  and  (if  not  already  so  enrolled)  may  also  enroll  under 
part  B  during  an  initial  general  enrollment  period  which  shall 
begin  on  the  first  day  of  the  second  month  which  begins  after 
the  date  on  which  this  section  is  enacted  and  shall  end  on  the 
last  day  of  the  tenth  month  after  the  month  in  which  this  Act 
is  enacted; 

(2)  in  the  case  of  an  individual  who  first  meets  the  conditions 
of  eligibility  under  this  section  on  or  after  the  first  day  of  the 
eighth  month  after  the  month  in  which  this  section  is  enacted, 
the  initial  enrollment  period  shall  begin  on  the  first  day  of  the 
third  month  before  the  month  in  which  he  first  becomes  eligi- 
ble and  shall  end  7  months  later; 

(3)  in  the  case  of  an  individual  who  enrolls  pursuant  to  para- 
graph (1)  of  this  subsection  entitlement  to  benefits  shall  begin 
on — 

(A)  the  first  day  of  the  second  month  after  the  month  in 
which  he  enrolls, 

(B)  July  1,  1973,  or 

(C)  the  first  day  of  the  first  month  in  which  he  meets  the 
requirements  of  subsection  (a), 

whichever  is  the  latest; 

(4)  termination  of  coverage  under  this  section  by  the  filing  of 
notice  that  the  individual  no  longer  wishes  to  participate  in 
the  hospital  insurance  program  shall  take  effect  at  the  close  of 
the  month  following  the  month  in  which  such  notice  is  filed; 

(5)  an  individual's  entitlement  under  this  section  shall  te- 
minate  with  the  month  before  the  first  month  in  which  he  be- 
comes eligible  for  hospital  insurance  benefits  under  section  226 
of  this  Act  or  section  103  of  the  Social  Security  Amendments  of 
1965,  and  upon  such  termination,  such  individual  shall  be 
deemed,  solely  for  purposes  of  hospital  insurance  entitlement, 
to  have  filed  in  such  first  month  the  application  required  to  es- 
tablish such  entitlement;  and 
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(6)  termination  of  coverage  for  supplementary  medical  insur- 
ance shall  result  in  simultaneous  termination  of  hospital  insur- 
ance benefits  for  uninsured  individuals  who  are  not  otherwise 
entitled  to  benefits  under  this  Act. 

PART  B— SUPPLEMENTARY  MEDICAL  INSURANCE 
BENEFITS  FOR  THE  AGED  AND  DISABLED 

*  *  «  it  *  *  * 

SCOPE  OF  BENEFITS 

Sec.  1832.  (a)  The  benefits  provided  to  an  individual  by  the  insur- 
ance program  established  by  this  part  shall  consist  of— 

(1)  entitlement  to  have  payment  made  to  him  or  on  his 
behalf  (subject  to  the  provisions  of  this  part)  for  medical  and 
other  services,  except  those  described  in  subparagraphs  (B)  and 
(D)  of  paragraph  (2);  and 

(2)  entitlement  to  have  payment  made  on  his  behalf  (subject 
to  the  provisions  of  this  part)  for — 

(A)  home  health  services; 

(B)  medical  and  other  health  services  furnished  by  a  pro- 
vider of  services  or  by  others  under  arrangement  with 
them  made  by  a  provider  of  services,  excluding — 

(i)  physician  services  except  where  furnished  by — 

(I)  a  resident  or  intern  of  a  hospital,  or 

(II)  a  physician  to  a  patient  in  a  hospital  which 
has  a  teaching  program  approved  as  specified  in 
paragraph  (6)  of  section  1861(b)  (including  services 
in  conjunction  with  the  teaching  programs  of  such 
hospital  whether  or  not  such  patient  is  an  inpa- 
tient of  such  hospital)  where  the  conditions  speci- 
fied in  paragraph  (7)  of  such  section  are  met^®, 
and 

(ii)  services  for  which  payment  may  be  made  pursu- 
ant to  section  1835(b)(2);  and 

(C)  outpatient  physical  therapy  services,  other  than  serv- 
ices to  which  the  next  to  last  sentence  of  section  1861(p) 
applies; 

(D)  rural  health  clinic  services; 

(E)  comprehensive  outpatient  rehabilitation  facility  serv- 
ices; and 

(F)  facility  services  furnished  in  connection  with  surgical 
procedures  specified  by  the  Secretary — 

(i)  pursuant  to  section  1833(i)(l)(A)  and  performed  in 
an  ambulatory  surgical  center  (which  meets  health, 
safety,  and  other  standards  specified  by  the  Secretary 
in  regulations)  if  the  center  has  an  agreement  in  effect 
with  the  Secretary  by  which  the  center  agrees  to 
accept  the  amount  determined  under  section 
1833(i)(2)(A)  as  full  payment  for  such  services  and  to 
accept  an  assignment  described  in  section 
1842(b)(3)(B)(ii)  with  respect  to  payment  for  all  such 
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services  furnished  by  the  center  to  individuals  en- 
rolled under  this  part,  or 

(ii)  pursuant  to  section  1833(i)(l)(B)  and  performed 
by  a  physician,  described  in  [section  1861(r)(l)]  para- 
graph dX  (2),  or  (3)  of  section  1861  (r),  in  his  office,  if 
the  Secretary  has  determined  that — 

(I)  a  quality  control  and  peer  review  organiza- 
tion (having  a  contract  with  the  Secretary  under 
part  B  of  title  XI  of  this  Act)  is  willing,  able,  and 
has  agreed  to  carry  out  a  review  (on  a  sample  or 
other  reasonable  basis)  of  the  physician's  perform- 
ing such  procedures  in  the  physician's  office, 

(II)  the  particular  physician  involved  has  agreed 
to  make  available  to  such  [Organizatin]  Organi- 
zation such  records  as  the  Secretary  determines  to 
be  necessary  to  carry  out  the  review,  and 

(III)  the  physician  is  authorized  to  perform  the 
procedure  in  a  hospital  located  in  the  area  in 
which  the  office  is  located, 

and  if  the  physician  agrees  to  accept  the  amount  de- 
termined under  section  1833(i)(2)(B)  as  full  payment 
for  such  services  and  to  accept  an  assignment  de- 
scribed in  section  1842(b)(3)(B)(ii)  with  respect  to  pay- 
ment for  all  services  (including  all  pre-  and  post-opera- 
tive services)  described  in  paragraphs  (1)  and  (2)(A)  of 
section  1861(s)  and  furnished  in  connection  with  such 
surgical  procedure  to  individuals  enrolled  under  this 
part. 

(b)  For  definitions  of  "spell  of  illness",  "medical  and  other  health 
services",  and  other  terms  used  in  this  part,  see  section  1861. 

PAYMENT  OF  BENEFITS 

Sec.  1833.  (a)  Except  as  provided  in  section  1876,  and  subject  to 
the  succeeding  provisions  of  this  section,  there  shall  be  paid  from 
the  Federal  Supplementary  Medical  Insurance  Trust  Fund,  in  the 
case  of  each  individual  who  is  covered  under  the  insurance  pro- 
gram established  by  this  part  and  incurs  expenses  for  services  with 
respect  to  which  benefits  are  payable  under  this  part,  amounts 
equal  to — 

(1)  in  the  case  of  services  described  in  section  1832(a)(1) — 80 
percent  of  the  reasonable  charges  for  the  services;  except  that 
(A)  an  organization  which  provides  medical  and  other  health 
services  (or  arranges  for  their  availability)  on  a  prepayment 
basis  may  elect  to  be  paid  80  percent  of  the  reasonable  cost  of 
services  for  which  payment  may  be  made  under  this  part  on 
behalf  of  individuals  enrolled  in  such  organization  in  lieu  of  80 
percent  of  the  reasonable  charges  for  such  services  if  the  orga- 
nization undertakes  to  charge  such  individuals  no  more  than 
20  percent  of  such  reasonable  cost  plus  any  amounts  payable 
by  them  as  a  result  of  subsection  (b),  (B)  with  respect  to  items 
and  services  described  in  section  1861(s)(10),  the  amounts  paid 
shall  be  100  percent  of  the  reasonable  charges  for  such  items 
and  services,  (C)  with  respect  to  expenses  incurred  for  those 
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physicians'  services  for  which  payment  may  be  made  under 
this  part  that  are  described  in  section  1862(a)(4),  the  amounts 
paid  shall  be  subject  to  such  limitations  as  may  be  prescribed 
by  regulations,  [(D)  with  respect  to  diagnostic  tests  performed 
in  a  laboratory  for  which  payment  is  made  under  this  part  to 
the  laboratory,  the  amounts  paid  shall  be  equal  to  100  percent 
of  the  negotiated  rate  for  such  tests  (as  determined  pursuant  to 
subsection  (h)  of  this  section),]  (D)  with  respect  to  diagnostic 
laboratory  tests  for  which  payment  is  made  under  this  part,  the 
amounts  paid  shall  be  equal  to  80  percent  (or  100  percent,  in  the 
case  of  such  tests  for  which  payment  is  made  on  the  basis  of  an 
assignment  described  in  section  18Jf2(b)(3)(B)(ii)  or  under  the 
procedure  described  in  section  1870(jf)(l))  of  the  lesser  of  (i)  the 
amount  determined  under  subsection  (h),  or  (ii)  the  amount  of 
the  charges  billed  for  the  tests,  (E)  with  respect  to  services  fur- 
nished to  individuals  who  have  been  determined  to  have  end 
stage  renal  disease,  the  amounts  paid  shall  be  determined  sub- 
ject to  the  provisions  of  section  1881,  (F)  with  respect  to  ex- 
penses incurred  for  physicians'  services  (furnished  by  a  physi- 
cian who  has  an  agreement  in  effect  with  the  Secretary  by 
which  the  physician  agrees  to  accept  an  assignment  described 
in  section  1842(b)(3)(B)(ii)  with  respect  to  payment  for  all  physi- 
cians' services  which  are  preadmission  diagnostic  services  fur- 
nished by  the  physician  to  individuals  enrolled  under  this  part) 
which  are  preadmission  diagnostic  services  for  which  payment 
may  be  made  under  this  part  and  which  are  furnished  (i)  in 
the  outpatient  department  of  a  hospital  within  seven  days  of 
such  individual's  adminssion  to  the  same  hospital  as  an  inap- 
tient  or,  to  the  extent  practicable  as  determined  by  regulations 
prescribed  by  the  Secretary,  to  another  hospital,  or  (ii)  to  the 
extent  practicable  as  determined  by  regulations  prescribed  by 
the  Secretary,  in  a  physician's  office  within  seven  days  of  such 
individual's  admission  to  a  hospital  as  an  inpatient,  the 
amounts  paid  shall  be  equal  to  the  reasonable  charges  for  such 
services,  (G)  with  respect  to  expenses  incurred  for  services  de- 
scribed in  subsection  (i)(3)  under  the  conditions  specified  in 
such  subsection,  the  amounts  paid  shall  be  the  reasonable 
charge  for  such  services,  and  (H)  with  respect  to  items  and 
services  desscribed  in  section  1861(s)(10),  the  amounts  paid 
shall  be  100  percent  of  the  reasonable  charges  for  such  items 
and  services,  [and] 

[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBPARA- 
GRAPHS, CLAUSES,  AND  SUBCLAUSES  ARE  REALIZED  BY 
THE  BILL  TO  CONFORM  TO  THE  PRECEEDING  SUBPARA- 
GRAPH.] 

(2)  in  the  case  of  services  described  in  section  1832(a)(2) 
(except  those  services  described  in  subparagraphs  (D),  (E),  and 
(F)  of  such  section  and  in  paragraph  (5)  of  this  subsection  and 
unless  otherwise  specified  in  section  1881) — 

(A)  with  respect  to  home  health  services  and  to  items 
and  services  described  in  section  1861(s)(10),  the  lesser  of— 
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(i)  the  reasonable  cost  of  such  services,  as  deter- 
mined under  section  1861(v),  or 

(ii)  the  customary  charges  with  respect  to  such  serv- 
ices, or,  if  such  services  are  furnished  by  a  pubHc  pro- 
vider of  services  free  of  charge  or  at  nominal  charges 
to  the  public,  the  amount  determined  in  accordance 
with  section  1814(b)(2); 

(B)  with  respect  to  other  services  (except  those  described 
in  subparagraph  (C)  or  (D)  of  this  paragraph  and  except  as 
may  be  provided  in  section  1886) — 

(i)  the  lesser  of— 

(I)  the  reasonable  cost  of  such  services,  as  deter- 
mined under  section  1861(v),  or 

(II)  the  customary  charges  with  respect  to  such 
services, 

less  the  amount  a  provider  may  charge  as  described  in 
clause  (ii)  of  section  1866(a)(2)(A),  but  in  no  case  may 
the  payment  for  such  other  services  exceed  80  percent 
of  such  reasonable  cost,  or 

(ii)  if  such  services  are  furnished  by  a  public  provider 
of  services  free  of  charge  or  at  nominal  charges  to  the 
public,  80  percent  of  the  amount  determined  in  accord- 
ance with  section  1814(b)(2),  or 

(iii)  if  (and  for  so  long  as)  the  conditions  described  in 
section  1814(b)(3)  are  met,  the  amounts  determined 
under  the  reimbursement  system  described  in  section; 
[and] 

(C)  with  respect  to  services  described  in  the  second  sen- 
tence of  section  1861(p),  80  percent  of  the  reasonable 
charges  for  such  services;  and 

(D)  with  respect  to  diagnostic  laboratory  tests  for  which 
payment  is  made  under  this  part,  100  percent  of  the  lesser 
of  (i)  the  amount  determined  under  subsection  (h),  or  (ii) 
the  amount  of  the  charges  billed  for  the  tests; 

******* 

(b)  Before  applying  subsection  (a)  with  respect  to  expenses  in- 
curred by  an  individual  during  any  calendar  year,  the  total  amount 
of  the  expense  incurred  by  such  individual  during  such  year  (which 
would,  except  for  this  subsection,  constitute  incurred  expenses  from 
which  benefits  payable  under  subsection  (a)  are  determinable)  shall 
be  reduced  by  a  deductible  of  $75  except  that  (1)  such  total  amount 
shall  not  include  expenses  incurred  (A)  for  radiological  or  patho- 
logical services  furnished  to  such  individual  as  an  inpatient  of  a 
hospital  by  a  physician  in  the  field  of  radiology  or  pathology  who 
has  in  effect  an  agreement  with  the  Secretary  by  which  the  physi- 
cian agrees  to  accept  an  assignment  (as  provided  for  in  section 
1842(b)(3)(B)(ii))  for  all  physicians'  services  furnished  by  him  to  hos- 
pital inpatients  enrolled  under  this  part,  or  (B)  for  items  and  serv- 
ices described  in  section  1861(s)(10),  (2)  such  deductible  shall  not 
apply  with  respect  to  home  health  services,  [and]  (3)  such  total 
amount  shall  not  include  expenses  incurred  for  services  the  amout 
of  payment  for  which  is  determined  under  subsection  (a)(1)(G)  or 
under  subsection  (i)(2)  or  (i)(4),  and  (4)  such  deductible  shall  not 
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apply  with  respect  to  diagnostic  laboratory  tests  for  which  payment 
is  made  under  this  part  on  the  basis  of  an  assignment  described  in 
section  1842(b)(3)(B)(ii),  under  the  procedure  described  in  section 
1870(f)(1),  or  to  a  provider  of  services  with  an  agreement  in  effect 
under  section  1866.  The  total  amount  of  the  expenses  incurred  by 
an  individual  as  determined  under  the  preceding  sentence  shall, 
after  the  reduction  specified  in  such  sentence,  be  further  reduced 
by  an  amount  equal  to  the  expenses  incurred  for  the  first  three 
pints  of  whole  blood  (or  equivalent  quantities  of  packed  red  blood 
cells,  as  defined  under  regulations)  furnished  to  the  individual 
during  the  calendar  year,  except  that  such  deductible  for  such 
blood  shall  in  accordance  with  regulations  be  appropriately  re- 
duced to  the  extent  that  there  has  been  a  replacement  of  such 
blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as  so  de- 
fined); and  for  such  purposes  blood  (or  equivalent  quantities  of 
packed  red  blood  cells,  as  so  defined);  furnished  such  individual 
shall  be  deemed  replaced  when  the  institution  or  other  person  fur- 
nishing such  blood  (or  equivalent  quantities  of  packed  red  blood 
cells,  as  so  defined)  is  given  one  pint  of  blood  for  each  pint  of  blood 
(or  equivalent  quantities  of  packed  red  blood  cells,  as  so  defined 
furnished  such  individual  with  respect  to  which  a  deduction 
made  under  this  sentence. 

[(h)  With  respect  to  diagnostic  tests  performed  in  a  laboratory 
for  which  payment  is  made  under  this  part  to  the  laboratory,  th 
Secretary  is  authorized  to  establish  a  payment  rate  which  is  accept 
able  to  the  laboratory  and  which  would  be  considered  the  ful 
charge  for  such  tests.  Such  negotiated  rate  shall  be  limited  to  a" 
amount  not  in  excess  of  the  total  payment  that  would  have  bee 
made  for  the  serivces  in  the  absence  of  such  a  rate.] 

(h)(1)  The  Secretary  shall  establish  in  accordance  with  this  su 
section  a  national  fee  schedule  for  diagnostic  laboratory  tests  fo 
which  payment  is  made  under  this  part. 

(2)  Except  as  provided  in  paragraph  (J^),  the  Secretary  shall  set  th 
fee  schedule  at  60  percent  of  the  prevailing  charges  paid  under  th' 
part  for  similar  diagnostic  laboratory  tests  during  the  fee  screen 
year  beginning  July  1,  1983,  adjusted  annually  to  reflect  changes  in 
the  Consumer  Price  Index  for  All  Urban  Consumers  (U.S.  city  aver- 
age) and  subject  to  such  other  adjustments  as  the  Secretary  deter- 
mines are  justified  by  technological  changes. 

(3)  In  addition  to  the  amounts  provided  under  the  fee  schedule, 
the  Secretary  shall  provide  for  and  establish  a  nominal  fee  to  cover 
the  costs  in  collecting  the  sample  on  a  diagnostic  laboratory  test  was 
performed  and  for  which  payment  is  made  under  this  part,  except 
that  not  more  than  one  such  fee  may  be  provided  under  this  para- 
graph with  respect  to  samples  collected  in  the  same  encounter. 

(\)(A)  During  the  three-year  period  beginning  March  1,  1981^,  the 
Secretary  may  provide  for  the  fee  schedule  under  this  subsection  to 
be  established  on  a  regional  or  Statewide  basis  if  the  Secretary  de- 
termines that  a  national  fee  schedule  is  inappropriate  at  such  time 
because  of  limitations  in  the  data  available  to  establish  such  a 
schedule. 
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(B)  In  establishing  a  fee  schedule  under  this  subsection,  the  Secre- 
tary may  provide  for  an  adjustment  to  take  into  account,  with  re- 
spect to  the  portion  of  the  expenses  of  diagnostic  laboratory  tests  at- 
tributable to  wages,  the  relative  difference  between  a  region's  or 
local  area's  wage  rates  and  the  wage  rate  presumed  in  the  data  on 
which  the  schedule  is  based. 

(5)  In  the  case  of  a  bill  or  request  for  payment  for  a  diagnostic 
laboratory  test  for  which  payment  may  otherwise  be  made  under 
this  part — 

(A)  no  payment  may  be  made  under  this  part  to  a  physician 
with  respect  to  such  test  unless  the  physician  (or  another  physi- 
cian with  whom  the  physician  shares  his  practice)  personally 
performed  or  supervised  the  performance  of  the  test,  and 

(B)  payment  for  such  a  test  performed  by  a  laboratory  which 
is  independent  of  a  physician 's  office  or  a  rural  health  clinic 
may  only  be  made  on  the  basis  of  an  assignment  described  in 
subsection  (b)(3)(B)(ii),  under  the  procedure  described  in  section 
1870(f)(1),  or  to  a  provider  of  services  with  an  agreement  in 
effect  under  1866. 

(k)  With  respect  to  services  described  in  section  1861(s)(10)(B),  the 
Secretary  may  provide,  instead  of  the  amount  of  payment  otherwise 
provided  under  this  part,  for  payment  of  such  an  amount  or 
amounts  as  reasonably  reflects  the  general  cost  of  efficiently  provid- 
ing such  services. 

PROCEDURE  FOR  PAYMENT  OF  CLAIMS  OF-PROVIDERS  OF  SERVICES 

Sec.  1835.  (a)  Except  as  provided  in  subsections  (b),  (c),  and  (e), 
payment  for  services  described  in  section  1832(a)(2)  furnished  an  in- 
dividual may  be  made  only  to  providers  of  services  which  are  eligi- 
ble therefor  under  section  1866(a),  and  only  if— 

(1)  written  request,  signed  by  such  individual,  except  in  cases 
in  which  the  Secretary  finds  it  impracticable  for  the  individual 
to  do  so,  is  filed  for  such  payment  in  such  form,  in  such 
manner  and  by  such  person  or  persons  as  the  Secretary  may 
by  regulation  prescribe,  no  later  than  the  close  of  the  period  of 
3  calendar  years  following  the  year  in  which  such  services  are 
furnished  (deeming  any  services  furnished  in  the  last  3  calen- 
dar months  of  any  calendar  year  to  have  been  furnished  in  the 
succeeding  calendar  year)  except  that,  where  the  Secretary 
deems  that  efficient  administration  so  requires,  such  period 
may  be  reduced  to  not  less  than  1  calendar  year;  and 

(2)  a  physician  certifies  (and  recertifies,  where  such  services 
are  furnished  over  a  period  of  time,  in  such  cases,  with  such 
frequency,  and  accompanied  by  such  supporting  material,  ap- 
propriate to  the  case  involved,  as  may  be  provided  by  regula- 
tions) that — 

(A)  in  the  case  of  home  health  services  (i)  such  services 
are  or  were  required  because  the  individual  is  or  was  con- 
fined to  his  home  (except  when  receiving  items  and  serv- 
ices referred  to  in  section  1861(m)(7)  and  needs  or  needed 
skilled  nursing  care  on  an  intermittent  basis  or  physical  or 
speech  therapy  or,  in  the  case  of  an  individual  who  has 
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been  furnished  home  health  services  based  on  such  a  need 
and  who  no  longer  has  such  a  need  for  such  care  or  ther- 
apy, continues  or  continued  to  need  occupational  therapy,  ^ 
(ii)  a  plan  for  furnishing  such  services  to  such  individual  H 
has  been  established  and  is  periodically  reviewed  by  a  phy- 
sician, and  (iii)  such  services  are  or  were  furnished  while 
the  individual  is  or  was  under  the  care  of  a  physician; 

(B)  in  the  case  of  medical  and  other  health  services 
except  services  described  in  subparagraphs  (B),  (C),  and  (D) 
of  section  1861(s)(2),  such  services  are  or  were  medically  re- 
quired; [and] 

(C)  in  the  case  of  outpatient  physical  therapy  services,  (i) 
such  services  are  or  were  required  because  the  individual 
needed  physical  therapy  services,  (ii)  a  plan  for  furnishing 
such  services  has  been  established,  [and  is  periodically  re- 
viewed by  a  physician]  by  a  physician  or  by  the  qualified  M 
physical  therapist  provided  such  services  and  is  periodical-  ^ 
ly  reviewed  by  a  physician,  and  (iii)  such  services  are  or 
were  furnished  while  the  individual  is  or  was  under  the 
care  of  a  physician;  [and] 

[THE  INDENTATION  OF  THE  FOLLOWING  SUBPARAGRAPH 
(D)  IS  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE 
PRECEDING  SUBPARAGRAPH] 

(D)  in  the  case  of  outpatient  speech  pathology  services, 
(i)  such  services  are  or  were  required  because  the  individu- 
al needed  speech  pathology  services,  (ii)  a  plan  for  furnish- 
ing such  services  has  been  established  by  a  physician  or  by 
the  speech  pathologist  providing  such  services  and  is  peri- 
odically reviewed  by  a  physician,  and  (iii)  such  services  are 
or  were  furnished  while  the  individual  is  or  was  under  the 
care  of  a  physician;  and 

(E)  in  the  case  of  comprehensive  outpatient  rehabilita- 
tion facility  services,  (i)  such  services  are  or  were  required 
because  the  individual  needed  skilled  rehabilitation  serv- 
ices, (ii)  a  plan  for  furnishing  such  services  has  been  estab- 
lished and  is  periodically  reviewed  by  a  physician,  and  (iii) 
such  services  are  or  were  furnished  while  the  individual  is 
or  was  under  the  care  of  a  physician. 

For  purposes  of  this  section,  the  term  ''provider  of  services" 
shall  include  a  clinic,  rehabilitation  agency,  or  public  health 
agency  if,  in  the  case  of  a  clinic  or  rehabilitation  agency,  such 
clinic    or    agency    meets    the    requirements    of  section 
1861(p)(4)(A),  or  if,  in  the  case  of  a  public  health  agency,  such 
agency  meets  the  requirements  of  section  1861(p)(4)(B),  but 
only  with  respect  to  the  furnishing  of  outpatient  physical  ther- 
apy services  (as  therein  defined). 
To  the  extent  provided  by  regulations,  the  certification  and  recerti- 
fication  requirements  of  paragraph  (2)  shall  be  deemed  satisfied 
where  at  a  later  date,  a  physician  makes  a  certification  of  the  kind 
provided  in  subparagraph  (A)  or  (B)  of  paragraph  (2)  (whichever 
would  have  applied),  but  only  where  such  certification  is  accompa- 
nied by  such  medical  and  other  evidence  as  may  be  required  by 
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such  regulations.  With  respect  to  the  physician  certification  re- 
quired by  paragraph  (2)  for  home  health  services  furnished  to  any 
individual  by  a  home  health  agency  (other  than  an  agency  which  is 
a  governmental  entity)  and  with  respect  to  the  establishment  and 
review  of  a  plan  of  such  services,  the  Secretary  shall  prescribe  reg- 
ulations which  shall  become  effective  no  later  than  July  1,  1981, 
and  which  prohibit  a  physician  who  has  a  significant  ownership  in- 
terest in,  or  a  significant  financial  or  [contracturalj  contractual 
relationship  with,  such  home  health  agency  from  performing  such 
certification  and  from  establishing  or  reviewing  such  plan,  except 
that  such  prohibition  shall  not  apply  with  respect  to  a  home  health 
agency  which  is  a  sole  community  home  health  agency  (as  deter- 
mined by  the  Secretary).  For  purposes  of  the  preceding  sentence,  serv- 
ice by  a  physician  as  an  uncompensated  officer  or  director  of  a  home 
health  agency  shall  not  constitute  having  a  significant  ownership 
interest  in,  or  a  significant  financial  or  contractual  relationship 
with,  such  agency. 

(e)  For  purposes  of  services  (1)  which  are  inpatient  hospital  serv- 
ices by  reason  of  paragraph  (7)  of  section  1861(b)  or  for  which  enti- 
tlement exists  by  reason  of  clause  (II)  of  section  1832(a)(2)(B)(i),  and 
(2)  for  which  the  reasonable  cost  thereof  is  determined  under  sec- 
tion 1861(v)(l)(D),  (or  would  be  if  section  1886  did  not  apply)  pay- 
ment under  this  part  shall  be  made  to  such  fund  as  may  be  desig- 
nated by  the  organized  medical  staff  of  the  hospital  in  which  such 
services  were  furnished  or,  if  such  services  were  furnished  in  such 
hospital  by  the  faculty  of  a  medical  school,  to  such  fund  as  may  be 
designated  by  such  faculty,  but  only  if— 

[(1)3  (A)  such  hospital  has  an  agreement  with  the  Secretary 
under  section  1866,  and 

[(2)]  (B)  the  Secretary  has  received  written  assurances  that 
(i)  such  payment  will  be  used  by  such  fund  solely  for  the  im- 
provement of  care  to  patients  in  such  hospital  or  for  education- 
al or  charitable  purposes  and  [(B)3  (ii)  the  individuals  who 
were  furnished  such  services  or  any  other  person  will  not  be 
charged  for  such  services  (or  if  charged  provision  will  be  made 
for  [return  for]  return  of  any  moneys  incorrectly  collected). 

♦  **♦♦♦♦ 

ENROLLMENT  PERIODS 

Sec.  1837.  (a)  *  *  * 

*»*♦♦♦♦ 

(g)  All  of  the  provisions  of  this  section  shall  apply  to  individuals 
satisfying  subsection  (f),  except  that— 

(1)  in  the  case  of  an  individual  who  satisfies  subsection  (f)  by 
reason  of  entitlement  to  disability  insurance  benefits  described 
in  section  [226(a)(2)(B)]  226(b),  his  initial  enrollment  period 
shall  begin  on  the  first  day  of  the  later  of  (A)  April  1973  or  (B) 
the  third  month  before  the  25th  month  of  such  entitlement, 
and  shall  reoccur  with  each  continuous  period  of  eligibility  (as 
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defined  in  section  [1839(e)]  1839(d))  and  upon  attainment  of 
age  65; 

(2)  (A)  in  the  case  of  an  individual  who  is  entitled  to  monthly 
benefits  under  section  202  or  223  on  the  first  day  of  his  initial 
enrollment  period  or  becomes  entitled  to  monthly  benefits 
under  section  202  during  the  first  3  months  of  such  period,  his 
enrollment  shall  be  deemed  to  have  occurred  in  the  third 
month  of  his  initial  enrollment  period,  and 

(B)  in  the  case  of  an  individual  who  is  not  entitled  to  benefits 
under  section  202  on  the  first  day  of  his  initial  enrollment 
period  and  does  not  become  so  entitled  during  the  first  3 
months  of  such  period,  his  enrollment  shall  be  deemed  to  have 
occurred  in  the  month  in  which  he  files  the  application  estab- 
lishing his  entitlement  to  hospital  insurance  benefits  provided 
such  filing  occurs  during  the  last  4  months  of  his  initial  enroll- 
ment period;  and 

(3)  in  the  case  of  an  individual  who  would  otherwise  satisfy 
subsection  (f)  but  does  not  establish  his  entitlement  to  hospital 
insurance  benefits  until  after  the  last  day  of  his  initial  enroll- 
ment period  (as  defined  in  subsection  (d)  of  this  section),  his  en- 
rollment shall  be  deemed  to  have  occurred  on  the  first  day  of 
the  earlier  of  the  then  current  or  immediately  succeeding  gen- 
eral enrollment  period  (as  defined  in  subsection  (e)  of  this  sec- 
tion). 

******* 

(1) (l)  In  the  case  of  an  individual  who — 

(A)  meets  the  conditions  described  in  clauses  (i)  and  (Hi)  of 
section  1862(h)(3)(A), 

(B)  at  the  time  the  individual  first  satisfies  paragraph  (1)  or 
(2)  of  section  1836,  is  enrolled  in  a  group  health  plan  described 
in  section  1862(b)(3)(A)(iv)  by  reason  of  the  individual's  (or  the 
individual's  spouse's)  current  employment,  and 

(C)  has  elected  not  to  enroll  (or  to  be  deemed  enrolled)  under 
this  section  during  the  individual's  initial  enrollment  period, 

there  shall  be  a  special  enrollment  period  described  in  paragraph 
(3). 

(2)  In  the  case  of  an  individual  who — 

(A)  meets  the  conditions  described  in  clauses  (i)  and  (Hi)  of 
section  1862(b)(3)(A), 

(B) (i)  has  enrolled  (or  has  been  deemed  to  have  enrolled)  in 
the  medical  insurance  program  established  under  this  part 
during  the  individual's  initial  enrollment  period  and  any  sub- 
sequent special  enrollment  period  under  this  subsection  during 
which  the  individual  was  not  enrolled  in  a  group  health  plan 
described  in  section  1862(b)(3)(A)(iv)  by  reason  of  the  individual's 
(or  individual's  spouse's)  current  employment,  and 

(C)  has  not  terminated  enrollment  under  this  section  at  any 
time  at  which  the  individual  is  not  enrolled  in  such  a  group 
health  plan  by  reason  of  the  individual's  (or  individual's 
spouse's)  current  employment, 

there  shall  be  a  special  enrollment  period  described  in  paragraph 
(3). 
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(3)  The  special  enrollment  period  referred  to  in  paragraph  (1)  and 
(2)  is  the  period — 

(A)  beginning  with  the  first  day  of  the  third  month  before  the 
month  in  which  the  individual  attains  the  age  of  70  and 
ending  seven  months  later,  or 

(B)  beginning  with  the  first  day  of  the  first  month  in  which 
the  individual  is  no  longer  enrolled  in  a  group  health  plan  de- 
scribed in  section  1862(b)(3)(A)(iv)  by  reason  of  current  employ- 
ment and  ending  seven  months  later, 

whichever  period  begins  earlier. 

COVERAGE  PERIOD 

Sec.  1838.  (a)  *  *  * 

******* 

(e)  Notwithstanding  subsection  (a),  in  the  case  of  an  individual 
who  enrolls  during  a  special  enrollment  period  pursuant  to — 

(1)  subparagraph  (A)  of  section  1837(i)(3) — 

(A)  before  the  month  in  which  he  attains  the  age  of  70, 
the  coverage  period  shall  begin  on  the  first  day  of  the 
month  in  which  he  has  attained  the  age  of  70,  or 

(B)  in  or  after  the  month  in  which  he  attains  the  age  of 
70,  the  coverage  period  shall  begin  on  the  first  day  of  the 
month  following  the  month  in  which  he  so  enrolls;  or 

(2)  subparagraph  (B)  of  section  1837(i)(3)— 

(A)  in  the  first  month  of  the  special  enrollment  period, 
the  coverage  period  shall  begin  on  the  first  day  of  such 
month,  or 

(B)  in  a  month  after  the  first  month  of  the  special  enroll- 
ment period,  the  coverage  period  shall  begin  on  the  first 
day  of  the  month  following  the  month  in  which  he  so  en- 
rolls. 

AMOUNTS  OF  PREMIUMS 

Sec.  1839.  (a)(1)  The  Secretary  shall,  during  September  of  1983 
and  of  each  year  thereafter,  determine  the  monthly  actuarial  rate 
for  enroUees  age  65  and  over  which  shall  be  applicable  for  the  suc- 
ceeding calendar  year.  Such  actuarial  rate  shall  be  the  amount  the 
Secretary  estimates  to  be  necessary  so  that  the  aggregate  amount 
for  such  calendar  year  with  respect  to  those  enrollees  age  65  and 
older  will  equal  one-half  of  the  total  of  the  benefits  and  administra- 
tive costs  which  he  estimates  will  be  payable  from  the  Federal  Sup- 
plementary Medical  Insurance  Trust  Fund  for  services  performed 
and  related  administrative  costs  incurred  in  such  calendar  year 
with  respect  to  such  enrolles.  In  calculating  the  monthly  actuarial 
rate,  the  Secretary  shall  include  an  appropriate  amount  for  a  con- 
tingency margin. 

[(2)  The  monthly  premium  of  each  individual  enrolled  under 
this  part  for  each  month  after  December  1983  shall,  except  as  pro- 
vided in  subsections  (b)  and  (e),  be  the  amount  determined  under 
paragraph  (3).] 

(2)  The  monthly  premium  for  each  individual  enrolled  under  this 
part  for  each  month  after  December  1985  shall,  except  as  provided 
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in  subsection  (b),  be  an  amount  equal  to  50  percent  of  the  monthly 
actuarial  rate  for  enrollees  age  65  and  over,  as  determined  under 
paragraph  (1)  and  applicable  to  such  month, 

(3)  The  Secretary  shall,  during  September  of  1983  and  of  each 
year  thereafter,  determine  and  promulgate  the  monthly  premium 
applicable  for  individuals  enrolled  under  this  part  for  the  succeed- 
ing calendar  year.  [The  monthly  premium  shall  (except  as  other- 
wise provided  in  subsection  (e))  be  equal  to  the  smaller  of— 

[(A)  the  monthly  actuarial  rate  for  enrollees  ages  65  and 
over,  determined  according  to  paragraph  (1)  of  this  subsection, 
for  that  calendar  year,  or 

[(B)  the  monthly  premium  rate  most  recently  promulgated 
by  the  Secretary  under  this  paragraph,  increased  by  a  percent- 
age determined  as  follows:  The  Secretary  shall  ascertain  the 
primary  insurance  amount  computed  under  section  215(a)(1), 
based  upon  average  indexed  monthly  earnings  of  $900,  that  ap- 
plied to  individuals  who  became  eligible  for  and  entitled  to  old- 
age  insurance  benefits  on  November  1  of  the  year  before  the 
year  of  the  promulgation.]  He  shall  increase  the  monthly  pre- 
mium rate  by  the  same  percentage  by  which  that  primary  in- 
surance amount  is  increased  when,  by  reason  of  the  law  in 
effect  at  the  time  the  promulgation  is  made,  it  is  so  computed 
to  apply  to  those  individuals  for  the  following  November  1. 
Whenever  the  Secretary  promulgates  the  dollar  amount  which 
shall  be  applicable  as  the  monthly  premium  for  any  period,  he 
shall,  at  the  time  such  promulgation  is  announced,  issue  a  public 
statement  setting  forth  the  actuarial  assumption  and  bases  em- 
ployed by  him  in  arriving  at  the  amount  of  an  adequate  actuarial 
rate  for  enrollees  age  65  and  older  as  provided  in  paragraph  (1)  and 
the  derivation  of  the  dollar  amounts  specified  in  this  paragraph. 

(4)  The  Secretary  shall  also,  during  September  of  1983  and  of 
each  year  thereafter,  determine  the  monthly  actuarial  rate  for  dis- 
abled enrollees  under  age  65  which  shall  be  applicable  for  the  suc- 
ceeding calendar  year.  Such  actuarial  rate  shall  be  the  amount  the 
Secretary  estimates  to  be  necessary  so  that  the  aggregate  amount 
for  such  calendar  year  with  respect  to  disabled  enrollees  under  age 
65  which  will  equal  one-half  of  the  total  of  the  benefits  and  admin- 
istrative costs  which  he  estimates  will  be  payable  from  the  Federal 
Supplementary  Medical  Insurance  Trust  Fund  for  services  per- 
formed and  related  administrative  costs  incurred  in  such  calendar 
year  with  repect  to  such  enrollees.  In  calculating  the  monthly  actu- 
arial rate  under  this  paragraph,  the  Secretary  shall  include  an  ap- 
propriate amount  for  a  contingency  margin. 

******* 

(b)  In  the  case  of  an  individual  whose  coverage  period  began  pur- 
suant to  an  enrollment  after  his  initial  enrollment  period  (deter- 
mined pursuant  to  subsection  (c)  or  (d)  of  section  1837),  the  monthly 
premium  determined  under  subsection  (a)  [or  (c)]  shall  be  in- 
creased by  10  percent  of  the  monthly  premium  so  determined  for 
each  full  12  months  (in  the  same  continuous  period  of  eligibility)  in 
which  he  could  have  been  but  was  not  enrolled.  For  purposes  of  the 
preceding  sentence,  there  shall  be  taken  into  account  (1)  the 
months  which  elapsed  between  the  close  of  his  initial  enrollment 
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period  and  the  close  of  the  enrollment  period  in  which  he  enrolled, 
plus  (in  the  case  of  an  individual  who  reenroUs)  (2)  the  months 
which  elapsed  between  the  date  of  termination  of  a  previous  cover- 
age period  and  the  close  of  the  enrollment  period  in  which  he  reen- 
rolled,  hut  there  shall  not  be  taken  into  account  months  in  which 
the  individual  has  met  the  conditions  specified  in  clauses  (i)  and 
(Hi)  of  section  1862(D)(3)(A)  and  can  demonstrate  that  the  individu- 
al was  enrolled  in  a  group  health  plan  described  in  clause  (iv)  of 
such  section  by  reason  of  the  individual's  (or  the  individuals 
spouse's)  current  employment.  Any  increase  in  an  individual's 
monthly  premium  under  the  first  sentence  of  this  subsection  with 
respect  to  a  particular  continuous  period  of  eligibility  shall  not  be 
applicable  with  respect  to  any  other  continuous  period  of  eligibility 
which  such  individual  may  have. 

[(e)(1)  Notwithstanding  the  provisions  of  subsection  (a),  the 
monthly  premium  for  each  individual  enrolled  under  this  part  for 
each  month  after  December  1983  and  prior  to  January  1986  shall 
be  an  amount  equal  to  50  percent  of  the  monthly  actuarial  rate  for 
enrollees  age  65  and  over,  as  determined  under  subsection  (a)(1) 
and  applicable  to  such  month. 

[(2)  Any  increases  in  premium  amounts  taking  effect  prior  to 
January  1986  by  reason  of  paragraph  (1)  shall  be  taken  into  ac- 
count for  purposes  of  determining  increases  thereafter  under  sub- 
section (a)(3).] 

PAYMENT  OF  PREMIUMS 

Sec.  1840.  (a)(1)  In  the  case  of  an  individual  who  is  entitled  to 
monthly  benefits  under  section  202  or  223,  his  monthly  premiums 
under  this  part  shall  (except  as  provided  in  subsections  (b)(1)  and 
(c))  be  collected  by  deducting  the  amount  thereof  from  the  amount 
of  such  monthly  benefits.  Such  deduction  shall  be  made  in  such 
manner  and  at  such  times  as  the  Secretary  shall  by  regulation  pre- 
scribe. 

(2)  The  Secretary  of  the  Treasury  shall,  from  time  to  time,  trans- 
fer from  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund 
or  the  Federal  Disability  Insurance  Trust  Fund  to  the  Federal  Sup- 
plementary Medical  Insurance  Trust  Fund  the  aggregate  amount 
deducted  under  paragraph  (1)  for  the  period  to  which  such  transfer 
relates  from  benefits  under  section  202  or  223  which  are  payable 
from  such  Trust  Fund.  Such  transfer  shall  be  made  on  the  basis  of 
a  certification  by  the  Secretary  of  [Health,  Education,  and  Wel- 
fare] Health  and  Human  Services  and  shall  be  appropriately  ad- 
justed to  the  extent  that  prior  transfers  were  too  great  or  too 
small. 

******* 

(d)(1)  In  the  case  of  an  individual  receiving  an  annuity  under  sub- 
chapter III  of  chapter  83  of  title  5,  United  States  Code,  or  any  other 
law  administered  by  the  [Civil  Service  Commission]  Director  of 
the  Office  of  Personnel  Management  providing  retirement  or  survi- 
vorship protection,  to  whom  neither  subsection  (a)  nor  subsection 
(b)  applies,  his  monthly  premiums  under  this  part  (and  the  month- 
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ly  premiums  of  the  spouse  of  such  individual  under  this  part  if  nei- 
ther subsection  (a)  nor  subsection  (b)  applies  to  such  spouse  and  if 
such  individual  agrees)  shall,  upon  notice  from  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Services  to 
the  [Civil  Service  Commission]  Director  of  the  Office  of  Personnel 
Management,  be  collected  by  deducting  the  amount  thereof  from 
each  installment  of  such  annuity.  Such  deduction  shall  be  made  in 
such  manner  and  at  such  times  as  the  [Civil  Service  Commission] 
Director  of  the  Office  of  Personnel  Management  may  determine. 
The  [Civil  Service  Commission]  Director  of  the  Office  of  Personnel 
Management  shall  furnish  such  information  as  the  Secretary  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Services 
may  reasonably  request  in  order  to  carry  out  his  functions  under 
this  part  with  respect  to  individuals  to  whom  this  subsection  ap- 
plies. A  plan  described  in  section  8903  of  title  5,  United  States 
Code,  may  reimburse  each  annuitant  enrolled  in  such  plan  an 
amount  equal  to  the  premiums  paid  by  him  under  this  part  if  such 
reimbursement  is  paid  entirely  from  funds  of  such  plan  which  are 
derived  from  sources  other  than  the  contributions  described  in  sec- 
tion 8906  of  such  title. 

(2)  The  Secretary  of  the  Treasury  shall,  from  time  to  time,  but 
not  less  often  than  quarterly,  transfer  from  the  Civil  Service  Re- 
tirement and  Disability  Fund,  or  the  account  (if  any)  applicable  in 
the  case  of  such  other  law  administered  by  the  [Civil  Service  Com- 
mission] Director  of  the  Office  of  Personnel  Management,  to  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund,  the  aggre- 
gate amount  deducted  under  paragraph  (1)  for  the  period  to  which 
such  transfer  relates.  Such  transfer  shall  be  made  on  the  basis  of  a 
certification  by  the  [Civil  Service  Commission]  Director  of  the 
Office  of  Personnel  Management  and  shall  be  appropriately  adjust- 
ed to  the  extent  that  prior  transfers  were  too  great  or  too  small. 

******* 

FEDERAL  SUPPLEMENTARY  MEDICAL  INSURANCE  TRUST  FUND 

Sec.  1841.  (a)  *  *  * 

******* 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such 
portion  of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to 
meet  current  withdrawals.  Such  investments  may  be  made  only  in 
interest-bearing  obligations  of  the  United  States  or  in  obligations 
guaranteed  as  to  both  principal  and  interest  by  the  United  States. 
For  such  purpose  such  obligations  may  be  acquired  (1)  on  original 
issue  at  the  issue  price,  or  (2)  by  purchase  of  outstanding  obliga- 
tions at  the  market  price.  The  purposes  for  which  obligaitons  of  the 
United  States  may  be  issued  [under  the  Second  Liberty  Bond  Act 
as  amended  under  chapter  31  of  title  31,  United  States  Code  are 
hereby  extended  to  authorize  the  issuance  at  par  of  public-dept  ob- 
ligations for  purchase  by  the  Trust  Fund.  Such  obligations  issued 
for  purchase  by  the  Trust  Fund  shall  have  maturities  fixed  with 
due  regard  for  the  needs  of  the  Trust  Fund  and  shall  bear  interest 
at  a  rate  equal  to  the  average  market  yield  (computed  by  the  Man- 
aging Trustee  on  the  basis  of  market  quotations  as  of  the  end  of 
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the  calendar  month  next  preceding  the  date  of  such  issue)  on  all 
marketable  interest-bearing  obligations  of  the  United  States  then 
forming  a  part  of  the  public  debt  which  are  not  due  or  callable 
until  after  the  expiration  of  4  years  from  the  end  of  such  calendar 
month;  except  that  where  such  average  market  yield  is  not  a  multi- 
ple of  one-eighth  of  1  per  centum,  the  rate  of  interest  on  such  obli- 
gations shall  be  the  multiple  of  one-eighth  of  1  percentum  nearest 
such  market  yield.  The  Managing  Trustee  may  purchase  other  in- 
terest-bearing obligations  of  the  United  States  or  obligations  guar- 
anteed as  to  both  principal  and  interest  by  the  United  States,  on 
original  issue  or  at  the  market  price,  only  where  he  determines 
that  the  purchase  of  such  other  obligations  is  in  the  public  interest. 

*  *  *  *  *  *  « 

(f)  There  shall  be  transferred  periodically  (but  not  less  often  than 
once  each  fiscal  year)  to  the  Trust  Fund  from  the  Federal  Old-Age 
and  Survivors  Insurance  Trust  Fund  and  from  the  Federal  Disabil- 
ity Insurance  Trust  Fund  amounts  equivalent  to  the  amounts  not 
previously  so  transferred  which  the  Secretary  of  [Health,  Educa- 
tion, and  Welfare]  Health  and  Human  Services  shall  have  certified 
as  overpayments  (other  than  amounts  so  certified  to  the  Railroad 
Retirement  Board)  pursuant  to  section  1870(b)  of  this  Act.  There 
shall  be  transferred  periodically  (but  not  less  than  once  each  fiscal 
year)  to  the  Trust  Fund  from  the  Railroad  Retirement  Account 
amounts  equivalent  to  the  amounts  not  previously  so  transferred 
which  the  Secretary  of  [Health,  Education,  and  Welfare]  Health 
and  Human  Services  shall  have  certified  as  overpayments  to  the 
Railroad  Retirement  Board  pursuant  to  section  1870(b)  of  this  Act. 

(g)  The  Managing  Trustee  shall  pay  from  time  to  time  from  the 
Trust  Fund  such  amounts  as  the  Secretary  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services  certifies  are  necessary 
to  make  the  payments  provided  for  by  this  part,  and  the  payments 
with  respect  to  administrative  expenses  in  accordance  with  section 
201(g)(1), 

(h)  The  Managing  Trustee  shall  pay  from  time  to  time  from  the 
Trust  Fund  such  amounts  as  the  Secretary  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services  certifies  are  necessary 
to  pay  the  costs  incurred  by  the  [Civil  Service  Commission]  Direc- 
tor of  the  Office  of  Personnel  Management  in  making  deductions 
pursuant  to  section  1840(d).  During  each  fiscal  year,  or  after  the 
close  of  such  fiscal  year,  the  [Civil  Service  Commission]  Director 
of  the  Office  of  Personnel  Management  shall  certify  to  the  the  Sec- 
retary the  amount  of  the  cost  [it]  the  Director  incurred  in  making 
such  deductions,  and  such  certified  amount  shall  be  the  basis  for 
the  amount  of  such  costs  certified  by  the  Secretary  to  the  Manag- 
ing Trustee. 

(i)  The  Managing  Trustee  shall  pay  from  time  to  time  from  the 
Trust  Fund  such  amounts  as  the  Secretary  of  [Health,  Education, 
and  Welfare]  Health  and  Human  Services  certifies  are  necessary 
to  pay  the  costs  incurred  by  the  Railroad  Retirement  Board  for 
services  performed  pursuant  to  section  1840(b)(1)  and  secton 
1842(g).  During  each  fiscal  year  or  after  the  close  of  such  fiscal 
year,  the  Railroad  Retirement  Board  shall  certify  to  the  Secretary 
the  amount  of  the  costs  it  incurred  in  performing  such  services  and 
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such  certified  amount  shall  be  the  basis  for  the  amount  of  such 
costs  certified  by  the  Secretary  to  the  Managing  Trustee. 

USE  OF  CARRIERS  FOR  ADMINISTRATION  OF  BENEFITS 

Sec.  1842.  (a)     *    *  * 

(b)(1)  Contracts  with  carriers  under  subsection  (a)  may  be  entered 
into  without  regard  to  section  3709  of  the  Revised  Statutes  or  any 
other  provision  of  law  requiring  competitive  bidding. 

(2)  No  such  contract  shall  be  entered  into  with  any  carrier  unless 
the  Secretary  finds  that  such  carrier  will  perform  its  obligations 
under  the  contract  efficiently  and  effectively  and  will  meet  such  re- 
quirements as  to  financial  responsibility,  legal  authority,  and  other 
matters  as  he  finds  pertinent. 

(3)  Each  such  contract  shall  provide  that  the  carrier — 

(A)  will  take  such  action  as  may  be  necessary  to  assure 
that,  where  payment  under  this  part  for  a  service  is  on  a 
cost  basis,  the  cost  is  reasonable  cost  (as  determined  under 
section  1861(v)); 

(B)  will  take  such  action  as  may  be  necessary  to  assure 
that,  where  payment  under  this  part  for  a  service  is  on  a 
charge  basis  such  charge  will  be  reasonable  and  not  higher 
than  the  charge  applicable,  for  a  comparable  service  and 
under  comparable  circumstances,  to  the  policyholders  and 
subscribers  of  the  carrier,  and  such  payment  will  (except 
as  otherwise  provided  in  section  1870(f))  be  made — 

(i)  on  the  basis  of  an  itemized  bill;  or 

(ii)  on  the  basis  of  an  assignment  under  the  terms  of 
which  (I)  the  reasonable  charge  is  the  full  charge  for  the 
service  (except  in  the  case  of  physicians'  services  and  am- 
bulance service  furnished  as  described  in  section  1862(a)(4), 
other  than  for  purposes  of  section  1870(f))  and  (II)  the  phy- 
sician or  other  person  furnishing  such  service  agrees  not 
to  charge  for  such  service  if  payment  may  not  be  made 
therefor  by  reason  of  the  provisions  of  paragraph  (1)  of  sec- 
tion 1862  (a),  and  if  the  individual  to  whom  such  service 
was  furnished  was  without  fault  in  incurring  the  expenses 
of  such  service,  and  if  the  Secretary's  determination  that 
payment  (pursuant  to  such  assignment)  was  incorrect  and 
was  made  subsequent  to  the  third  year  following  the  year 
in  which  notice  of  such  payment  was  sent  to  such  individu- 
al; except  that  the  Secretary  may  reduce  such  three-year 
period  to  not  less  than  one  year  if  he  finds  such  reduction 
is  consistent  with  the  objectives  of  this  title[.] 

but  (in  the  case  of  bills  submitted,  or  requests  for  payment 
made,  after  March  1968)  only  if  the  bill  is  submitted,  or  a  writ- 
ten request  for  payment  is  made  in  such  other  form  as  may  be 
permitted  under  regulations,  no  later  than  the  close  of  the  cal- 
ender year  following  the  year  in  which  such  service  is  fur- 
nished (deeming  any  service  furnished  in  the  last  3  months  of 
any  calender  year  to  have  been  furnished  in  the  suceeding  cal- 
endar year); 

(C)  will  establish  and  maintain  procedures  pursuant  to  which 
an  individual  enrolled  under  this  part  will  be  granted  an  op- 
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portunity  for  a  fair  hearing  by  the  carrier,  in  any  case  where 
the  amount  in  controversy  is  $100  or  more,  when  requests  for 
payment  under  this  part  with  respect  to  service  furnished  him 
are  denied  or  are  not  acted  upon  with  reasonable  promptness 
or  when  the  amount  of  such  payment  is  in  controversy; 

(D)  will  furnish  to  the  Secretary  such  timely  information  and 
reports  as  he  may  find  necessary  in  performing  his  functions 
under  this  part; 

(E)  will  maintain  such  records  and  afford  such  access  thereto 
as  the  Secretary  finds  necessary  to  assure  the  correctness  and 
verification  of  the  information  and  reports  under  subpara- 
graph (D)  and  otherwise  to  carry  out  the  purposes  of  this  part; 
and 

(F)  will  take  such  action  as  may  be  necessary  to  assure  that 
where  payment  under  this  part  for  a  service  rendered  is  on  a 
charge  basis,  such  payment  shall  be  determined  on  the  basis  of 
the  charge  that  is  determined  in  accordance  with  this  section 
on  the  basis  of  customary  and  prevailing  charge  levels  in  effect 
at  the  time  the  service  was  rendered  or,  in  the  case  of  services 
rendered  more  than  12  months  before  the  year  (ending  on 
June  30)  in  which  the  bill  is  submitted  or  request  for  payment 
is  made  on  the  basis  of  such  levels  in  effect  for  the  12-month 
period  preceding  such  year, 

and  shall  contain  such  other  terms  and  conditions  not  inconsistent 
with  this  section  as  the  Secretary  may  find  necessary  or  appropri- 
ate. In  determining  the  reasonable  charge  for  services  for  purposes 
of  this  paragraph,  there  shall  be  taken  into  consideration  the  cus- 
tomary charges  for  similar  service  generally  made  by  the  physician 
or  other  person  furnishing  such  services,  as  well  as  the  prevailing 
charges  in  the  locality  for  similar  service.  No  charge  may  be  deter- 
mined to  be  reasonable  in  the  case  of  bills  submitted  or  requests 
for  payment  made  under  this  part  after  December  31,  1970,  if  it  ex- 
ceeds the  higher  of  (i)  the  prevailing  charge  recognized  by  the  car- 
rier and  found  acceptable  by  the  Secretary  for  similar  services  in 
the  same  locality  in  administering  this  part  on  December  31,  1970, 
or  (ii)  the  prevailing  charge  level  that,  on  the  basis  of  statistical 
data  and  methodology  acceptable  to  the  Secretary,  would  cover  75 
percent  of  the  customary  charges  made  for  similar  services  in  the 
same  locality  during  the  last  preceding  calendar  year  elapsing 
prior  to  the  start  of  the  twelve-month  period  (beginning  July  1,  of 
each  year)  in  which  the  service  is  rendered.  In  the  case  of  physi- 
cian services  the  prevailing  charge  level  determined  for  purposes  of 
clause  (ii)  of  the  preceding  sentence  for  any  twelve-month  period 
(beginning  after  June  30,  1973)  specified  in  clause  (ii)  of  such  sen- 
tance  may  not  exceed  (in  the  aggregate)  the  level  determined  under 
such  clause  for  the  fiscal  year  ending  June  30,  1973,  except  to  the 
extent  that  the  Secretary  finds,  on  the  basis  of  appropriate  econom- 
ic index  data,  that  such  higher  level  is  justified  by  economic  changes. 
With  respect  to  power-operated  wheelchairs  for  which  pay- 
ment rnay  be  made  in  accordance  with  section  1861(s)(6),  charges 
determined  to  be  reasonable  may  not  exceed  the  lowest  charge  at 
which  power-operated  wheelchairs  are  available  in  the  locality.  In 
the  case  of  medical  services,  supplies,  and  equipment  (including 
equipment  servicing)  that,  in  the  judgment  of  the  Secretary,  do  not 
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generally  vary  significantly  in  quality  form  one  supplier  to  an- 
other, the  charges  incurred  after  December  31,  1972,  determined  to 
be  reasonable  may  not  exceed  the  lowest  charge  levels  at  which 
such  services,  supplies,  and  equipment  are  widely  and  consistently 
available  in  a  locality  except  to  the  extent  and  under  the  circum- 
stances specified  by  the  Secretary.  The  requirement  in  subpara- 
graph (B)  that  a  bill  be  submitted  or  request  for  payment  be  made 
by  the  close  of  the  following  calendar  year  shall  not  apply  if  (i)  fail- 
ure to  submit  the  bill  or  request  the  payment  by  the  close  of  such 
year  is  due  to  the  error  or  misrepresentation  of  an  officer,  employ- 
ee, fiscal  intermediary,  carrier,  or  agent  of  the  Department  of 
[Health,  Education,  and  Welfare]  Health  and  Human  Services, 
performing  functions  under  this  title  and  acting  within  the  scope  of 
his  or  its  authority,  and  (ii)  the  bill  is  submitted  or  the  payment  is 
requested  promptly  after  such  error  or  misrepresentation  is  elimi- 
nated or  corrected.  Notwithstanding  the  provisions  of  the  third  and 
fourth  sentences  preceding  this  sentence  the  prevailing  charge  level 
in  the  case  of  a  physician  service  in  a  particular  locality  deter- 
mined pursuant  to  such  third  and  fourth  sentences  for  the  twelve- 
month period  beginning  on  July  1  in  any  calendar  year  after  1974 
shall,  if  lower  than  the  prevailing  charge  level  for  the  fiscal  year 
ending  June  30,  1975,  in  the  case  of  a  similar  physician  service  in 
the  same  locality  by  reason  of  the  application  of  economic  index 
data,  be  raised  to  such  prevailing  charge  level  for  the  fiscal  year 
ending  June  30,  1975.  The  amount  of  any  charges  for  outpatient 
services  which  shall  be  considered  reasonable  shall  be  subject  to 
the  limitations  established  by  regulations  issued  by  the  Secretary 
pursuant  to  section  1861(v)(l)(K),  and  in  determining  the  reason- 
able charge  for  such  services,  the  Secretary  may  limit  such  reason- 
able charge  to  a  percentage  of  the  amount  of  the  prevailing  charge 
for  similar  services  furnished  in  a  physician's  office,  taking  into  ac- 
count the  extend  to  which  overhead  costs  associated  with  such  out- 
patient services  has  been  included  in  reasonable  cost  or  charge  of 
the  facility. 

{4)(A)  In  determining  the  prevailing  charge  levels  under  the  third 
and  fourth  sentences  of  paragraph  (3)  for  physicians'  services  fur- 
nished to  inpatients  of  a  hospital,  the  Secretary  shall  not  set  any 
level  higher  than  the  same  level  as  was  set  for  the  period  ending 
June  30,  1983,  in  the  case  of  that  portion  of  the  period  ending  June 
30,  1984,  which  occurs  after  December  31,  1983. 

(B)  In  determining  the  prevailing  charge  levels  under  the  third 
and  fourth  sentences  of  paragraph  (3)  for  physicians '  services  fur- 
nished to  inpatients  of  a  hospital  for  periods  beginning  after  June 
30,  1984,  the  Secretary  shall  treat  the  levels  as  set  under  subpara- 
graph (A)  as  having  fully  provided  for  economic  changes  which 
would  have  been  taken  into  account  but  for  the  limitations  con- 
tained in  subparagraph  (AX 

[(4)]  (5)  Each  contract  under  this  section  shall  be  for  a  term  of 
at  least  one  year,  and  may  be  made  automatically  renewable  from 
term  to  term  in  the  absence  of  notice  by  either  party  of  intention 
to  terminate  at  the  end  of  the  current  term;  except  that  the  Secre- 
tary may  terminate  any  such  contract  at  any  time  (after  such  re- 
sonable  notice  and  opportunity  for  hearing  to  the  carrier  involved 
as  he  may  provide  in  regulations)  if  he  finds  that  the  carrier  has 
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failed  substantially  to  carry  out  the  contract  or  is  carrying  out  the 
contract  in  a  manner  inconsistent  with  the  efficient  and  effective 
administration  of  the  insurance  program  established  by  this  part. 

[(5)]  (6)  No  payment  under  this  part  for  a  service  provided  to 
any  individual  shall  (except  as  provided  in  section  1870)  be  made  to 
anyone  other  than  such  individual  or  (pursuant  to  an  assignment 
described  in  subparagraph  (B)(ii)  of  paragraph  (3))  the  physician  or 
other  person  who  provided  the  service,  except  that  payment  may 
be  made  (A)(i)  to  the  employer  of  such  physician  or  other  person  if 
such  physician  or  other  person  is  required  as  a  condition  of  his  em- 
ployment to  turn  over  his  fee  for  such  service  to  his  employer,  or 
[(B)]  (ii)  (where  the  service  was  provided  in  a  hospital,  clinic,  or 
other  facility)  to  the  facility  in  which  the  service  was  provided  if 
there  is  a  contractual  arrangement  between  such  physician  or  other 
person  and  such  facility  under  which  such  facility  submits  the  bill 
for  such  service,  or  (B)  to  an  entity  (i)  which  provides  coverage  of 
the  services  under  a  health  benefits  plan,  but  only  to  the  extent  that 
payment  is  not  made  under  this  part,  (ii)  which  has  paid  the  person 
who  provided  the  service  an  amount  (including  the  amount  payable 
under  this  part)  which  that  person  has  accepted  as  payment  in  full 
for  the  service,  and  (Hi)  to  which  the  individual  has  agreed  in  writ- 
ing that  payment  may  be  made  under  this  part.  No  payment  which 
under  the  preceding  sentence  may  be  made  directly  to  the  physi- 
cian or  other  person  providing  the  service  involved  (pursuant  to  an 
assignment  described  in  subparagraph  (B)(ii)  or  paragraph  (3))  shall 
be  made  to  anyone  else  under  a  reassignment  or  power  of  attorney 
(except  to  an  employer  or  facility  as  described  in  clause  (A)  [or 
(B)]  of  such  sentence);  but  nothing  in  this  subsection  shall  be  con- 
strued (i)  to  prevent  the  making  of  such  a  payment  in  accordance 
with  an  assignment  from  the  individual  to  whom  the  service  was 
provided  or  a  reassignment  from  the  physician  or  other  person  pro- 
viding such  service  if  such  assignment  or  reassignment  is  made  to 
a  governmental  agency  or  entity  or  is  established  by  or  pursuant  to 
the  order  of  a  court  of  competent  jurisdiction,  or  (ii)  to  preclude  an 
agent  of  the  physican  or  other  person  providing  the  service  from 
receiving  any  such  payment  if  (but  only  if)  such  agent  does  so  pur- 
suant to  an  agency  agreement  under  which  the  compensation  to  be 
paid  to  the  agent  for  his  services  for  or  in  connection  with  the  bill- 
ing or  collection  of  payments  due  such  physician  or  other  person 
under  this  title  is  unrelated  (directly  or  indirectly)  to  the  amount 
of  such  payments  or  the  billings  therefor,  and  is  not  dependent 
upon  the  actual  collection  of  any  such  payment. 

[(6)]  (7)  (A)  In  the  case  of  physicians'  services  furnished  to  a  pa- 
tient in  a  hospital  with  a  teaching  program  approved  as  specified 
in  section  1861(b)(6)  but  which  does  not  meet  the  conditions  de- 
scribed in  section  1861(b)(7),  the  carrier  shall  not  provide  (except  on 
the  basis  described  in  subparagraph  (O)  for  payment  for  such  serv- 
ices under  this  part — 
(i)  unless — 

(I)  the  physician  renders  sufficient  personal  and  identifi- 
able physicians'  services  to  the  patient  to  exercise  full,  per- 
sonal control  over  the  management  of  the  portion  of  the 
case  for  which  the  payment  is  sought. 
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(II)  the  services  are  of  the  same  character  as  the  services 
the  physician  furnishes  to  patients  not  entitled  to  benefits 
under  this  title,  and 

(III)  at  least  25  percent  of  the  hospital's  patients  (during 
a  representative  past  period,  as  determined  by  the  Secre- 
tary) who  were  not  entitled  to  benefits  under  this  title  and 
who  were  furnished  services  described  in  subclauses  (I)  and 
(II)  paid  all  or  a  substantial  part  of  charges  (other  than 
nominal  charges)  imposed  for  such  services;  and 

(ii)  to  the  extent  that  the  amount  of  the  payment  exceeds  the 
reasonable  charge  for  the  services  (with  the  customary  charge 
determined  consistent  with  subparagraph  (B)). 

(B)  The  customary  charge  for  such  services  in  a  hospital  shall  be 
determined  in  accordance  with  regulations  issued  by  the  Secretary 
and  taking  into  account  the  following  factors: 

(i)  In  the  case  of  a  physician  who  has  a  substantial  practice 
outside  the  teaching  setting,  the  carrier  shall  take  into  account 
the  amounts  the  physician  charges  for  similar  services  in  the 
physician's  outside  practice. 

(ii)  In  the  case  of  a  physician  who  does  not  have  a  practice 
described  in  clause  (i),  if  the  hospital,  its  physicians,  or  other 
appropriate  billing  entity  has  established  one  or  more  sched- 
ules of  charges  which  are  collected  for  medical  and  surgical 
services,  the  carrier  shall  base  payment  under  this  title  on  the 
greater  of— 

(I)  the  charges  (other  than  nominal  charges)  which  are 
most  frequently  collected  in  full  or  substantial  part  with 
respect  to  patients  who  were  not  entitled  to  benefits  under 
this  title  and  who  were  furnished  services  described  in  sub- 
clauses (I)  and  (II)  of  subparagraph  (A)(i),  or 

(II)  the  mean  of  the  charges  (other  than  nominal 
charges)  which  were  collected  in  full  or  substantial  part 
with  respect  to  such  patients. 

(C)  In  the  case  of  physicians'  services  furnished  to  a  patient  in  a 
hospital  with  a  teaching  program  approved  as  specified  in  section 
1861(b)(6)  but  which  does  not  meet  the  conditions  described  in  sec- 
tion 1861(b)(7),  if  the  conditions  described  in  subclauses  (I)  and  (II) 
of  subparagraph  (A)(i)  are  met  and  if  the  physician  elects  payment 
to  be  determined  under  this  subparagraph,  the  carrier  shall  pro- 
vide for  payment  for  such  services  under  this  part  on  the  basis  of 
regulations  of  the  Secretary  governing  reimbursement  for  the  serv- 
ices of  hospital-based  physicians  (and  not  on  any  other  basis). 

(D)  (i)  In  the  case  of  physicians'  services  furnished  to  a  patient  in 
a  hospital  with  a  teaching  program  approved  as  specified  in  section 
1861(b)(6)  but  which  does  not  meet  the  conditions  described  in  sec- 
tion 1861(b)(7),  no  payment  shall  be  made  under  this  part  for  serv- 
ices of  assistants  at  surgery  with  respect  to  a  surgical  procedure  if 
such  hospital  has  a  training  program  relating  to  the  medical  spe- 
cialty required  for  such  surgical  procedure  and  a  qualified  individu- 
al on  the  staff  of  the  hospital  is  available  to  provide  such  services; 
except  that  payment  may  be  made  under  this  part  for  such  serv- 
ices, to  the  extent  that  such  payment  is  otherwise  allowed  under 
this  paragraph,  if  such  services,  as  determined  under  regulations  of 
the  Secretary — 
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(I)  are  required  due  to  exceptional  medical  circumstances, 

(II)  are  performed  by  team  physicians  needed  to  perform 
complex  medical  procedures,  or 

(III)  constitute  concurrent  medical  care  relating  to  a  medical 
condition  which  requires  the  presence  of,  and  active  care  by,  a 
physician  of  another  specialty  during  surgery, 

and  under  such  other  circumstances  as  the  Secretary  determines 
by  regulation  to  be  appropriate. 

(ii)  For  purposes  of  this  subparagraph,  the  term  ''assistant  at  sur- 
gery" means  a  physician  who  actively  assists  the  physician  in 
charge  of  a  case  in  performing  a  surgical  procedure. 

(iii)  The  Secretary  shall  determine  appropriate  methods  of  reim- 
bursement of  assistants  at  surgery  where  such  services  are  reim- 
bursable under  this  part. 

[(h)  If  a  physician's  bill  or  request  for  payment  for  a  physician's 
services  includes  a  charge  to  a  patient  for  a  laboratory  test  for 
which  payment  may  be  made  under  this  part,  the  amount  payable 
with  respect  to  the  test  shall  be  determined  as  follows: 

[(1)  If  the  bill  or  request  for  payment  indicates  that  the  phy- 
sician who  submitted  the  bill  or  for  whose  services  the  request 
for  payment  was  made  personally  performed  or  supervised  the 
performance  of  the  test  or  that  another  physician  with  whom 
the  physician  shares  his  practice  personally  performed  or  su- 
pervised the  test,  the  payment  shall  be  the  reasonable  charge 
for  the  test  (less  the  applicable  deductible  and  coinsurance 
amounts). 

[(2)  If  the  bill  or  request  for  payment  indicates  that  the  test 
was  performed  by  a  laboratory,  identifies  the  laboratory,  and 
indicates  the  amount  the  laboratory  charged  the  physician  who 
submitted  the  bill  or  for  whose  services  the  request  for  pay- 
ment was  made,  payment  for  the  test  shall  be  the  lower  of— 
[(A)  the  laboratory's  reasonable  charge  to  individuals 
enrolled  under  this  part  for  the  test,  or 

[(B)  the  amount  the  laboratory  charged  the  physician 
for  the  test, 

plus  a  nominal  fee  (where  the  physician  bills  for  such  a  serv- 
ice) to  cover  the  physician's  costs  in  collecting  and  handling 
the  sample  on  which  the  test  was  performed  (less  the  applica- 
ble deductible  and  coinsurance  amounts). 

[(3)  If  the  bill  or  request  for  payment  (A)  does  not  indicate 
who  performed  the  test,  or  (B)  indicates  that  the  test  was  per- 
formed by  a  laboratory  but  does  not  identify  the  laboratory  or 
include  the  amount  charged  by  the  laboratory,  payment  shall 
be  the  lowest  charged  at  which  the  carrier  estimates  the  test 
could  have  been  secured  by  a  physician  from  a  laboratory  serv- 
ing the  locality  (less  the  applicable  deductible  and  coinsurance 
amounts).] 
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STATE  AGREEMENTS  FOR  COVERAGE  OF  ELIGIBLE  INDIVIDUALS  WHO  ARE 
RECEIVING  MONEY  PAYMENTS  UNDER  PUBUC  ASSISTANCE  PROGRAMS 
(OR  ARE  ELIGIBLE  FOR  MEDICAL  ASSISTANCE) 

Sec.  1843.  (a)  *  *  * 

*♦***♦♦ 

(d)  In  the  case  of  any  individual  enrolled  pursuant  to  this  sec- 
tion— 

(1)  the  monthly  premium  to  be  paid  by  the  State  shall  be  de- 
termined under  section  1839  (without  any  increase  under  sub- 
section (b)  thereof); 

(2)  his  coverage  period  shall  begin  on  whichever  of  the  fol- 
lowing is  the  latest: 

(A)  July  1,  1966; 

(B)  the  first  day  of  the  third  month  following  the  month 
in  which  the  State  agreement  is  entered  into; 

(C)  the  first  day  of  the  first  month  in  which  he  is  both 
an  eligible  individual  and  a  member  of  a  coverage  group 
specified  in  the  agreement  under  this  section;  or 

(D)  such  date  as  may  be  specified  in  the  agreement;  and 

(3)  his  coverage  period  attributable  to  the  agreement  with 
the  State  under  this  section  shall  end  on  the  last  day  of  which- 
ever of  the  following  first  occurs: 

(A)  the  month  in  which  he  is  determined  by  the  State 
agency  to  have  become  ineligible  both  for  money  payments 
of  a  kind  specified  in  the  agreement  and  (if  there  is  in 
effect  a  modification  entered  into  under  subsection  (h))  for 
medical  assistance,  or 

(B)  the  month  preceding  the  first  month  for  which  he  be- 
comes entitled  to  monthly  benefits  under  title  II  or  to  an 
annuity  or  pension  under  the  Railroad  Retirement  Act  of 
[1937]  1974. 

*  *  *  *  *  *  « 

APPROPRIATIONS  TO  COVER  GOVERNMENT  CONTRIBUTIONS  AND 
CONTINGENCY  RESERVE 

Sec.  1844.  (a)  There  are  authorized  to  be  appropriated  from  time 
to  time  out  of  any  moneys  in  the  Treasury  not  otherwise  appropri- 
ated, to  the  Federal  Supplementary  Medical  Insurance  Trust 
Fund— 

(1)(A)  a  Government  contribution  equal  to  the  aggregate  pre- 
miums payable  for  a  month  for  enrollees  age  65  and  over 
under  this  part  and  deposited  in  the  Trust  Fund,  multiplied  by 
the  ratio  of— 

(i)  twice  the  dollar  amount  of  the  actuarially  adequate 
rate  per  enrollee  age  65  and  over  as  determined  under  sec- 
tion 1839(a)(1)  for  such  month  minus  the  dollar  amount  of 
the  premium  per  enrollee  for  such  month,  as  determined 
under  section  [1839(a)(3)  or  1839(e),  as  the  case  may  be,] 
1839(a)(2),  to 

(ii)  the  dollar  amount  of  the  premium  per  enrollee  for 
such  month,  plus 
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(B)  a  Government  contribution  equal  to  the  aggregate  premi- 
ums payable  for  a  month  for  enrollees  under  age  65  under  this 
part  and  deposited  in  the  Trust  Fund,  multiplied  by  the  ratio 
of- 

(i)  twice  the  dollar  amount  of  the  actuarially  adequate 
rate  per  enrollee  under  age  65  as  determined  under  section 
1839(a)(4)  for  such  month,  minus  the  dollar  amount  of  the 
premium  per  enrollee  for  such  month,  as  determined 
under  section  [1839(a)(3)  or  1839(e),  as  the  case  may  be,] 
1839(a)(2X  to 

(ii)  the  dollar  amount  of  the  premium  per  enrollee  for 
such  month [.]  ;  plus 

*♦***♦♦ 
PART  C— MISCELLANEOUS  PROVISIONS 

DEFINITIONS  OF  SERVICES,  INSTITUTIONS,  ETC. 

Sec.  1861.  For  purposes  of  this  title — 

Spell  of  Illness 

(a)  *  *  * 

******* 

Inpatient  Tuberculosis  Hospital  Services 

[(d)  The  term  "inpatient  tuberculosis  hospital  services"  means 
inpatient  hospital  services  furnished  to  an  inpatient  of  a  tuberculo- 
sis hospital.  J 

Hospital 

(e)  The  term  "hospital"  (except  for  purposes  of  sections  1814(d), 
1814(f),  and  1835(b),  subsection  (a)(2)  of  this  section,  paragraph  (7)  of 
this  subsection,  and  subsection  (i)  of  this  section)  means  an  institu- 
tion which — 

(1)  is  primarily  engaged  in  providing,  by  or  under  the  super- 
vision of  physicians,  to  inpatients  (A)  diagnostic  services  and 
therapeutic  services  for  medical  diagnosis,  treatment,  and  care 
of  injured,  disabled,  or  sick  persons,  or  (B)  rehabilitation  serv- 
ices for  the  rehabilitation  of  injured,  disabled,  or  sick  persons; 

(2)  maintains  clinical  records  on  all  patients; 

(3)  has  bylaws  in  effect  with  respect  to  its  staff  of  physicians; 

(4)  has  a  requirement  that  every  patient  must  be  under  the 
care  of  a  physician; 

(5)  provides  24-hour  nursing  service  rendered  or  supervised 
by  a  registered  professional  nurse,  and  has  a  licensed  practical 
nurse  or  registered  professional  nurse  on  duty  at  all  times; 
except  that  until  January  1,  1979,  the  Secretary  is  authorized 
to  waive  the  requirement  of  this  paragraph  for  any  one-year 
period  with  respect  to  any  institution,  insofar  as  such  require- 
ment relates  to  the  provision  of  twenty-four-hour  nursing  serv- 
ice rendered  or  supervised  by  a  registered  professional  nurse 
(except  that  in  any  event  a  registered  professional  nurse  must 
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be  present  on  the  premises  to  render  or  supervise  the  nursing 
service  provided,  during  at  least  the  regular  dajrtime  shift), 
where  immediately  preceding  such  one-year  period  he  finds 
that— 

(A)  such  institution  is  located  in  a  rural  area  and  the 
supply  of  hospital  services  in  such  area  is  not  sufficient  to 
meet  the  needs  of  individuals  residing  therein, 

(B)  the  failure  of  such  institution  to  qualify  as  a  hospital 
would  seriously  reduce  the  availability  of  such  services  to 
such  individuals,  and 

(C)  such  institution  has  made  and  continues  to  make  a 
good  faith  effort  to  comply  with  this  paragraph,  but  such 
compliance  is  impeded  by  the  lack  of  qualified  nursing  per- 
sonnel in  such  area; 

(6)  has  in  effect  a  hospital  utilization  review  plan  which 
meets  the  requirements  of  subsection  (k); 

(7)  in  the  case  of  an  institution  in  any  State  in  which  State 
or  applicable  local  law  provides  for  the  licensing  of  hospitals, 
(A)  is  licensed  pursuant  to  such  law  or  (B)  is  approved,  by  the 
agency  of  such  State  or  locality  responsible  for  licensing  hospi- 
tals, as  meeting  the  standards  established  for  such  licensing; 

(8)  has  in  effect  an  overall  plan  and  budget  that  meets  the 
requirements  of  subsection  (z);  and 

(9)  meets  such  other  requirements  as  the  Secretary  finds  nec- 
essary in  the  interest  of  the  health  and  safety  of  the  individ- 
uals who  are  furnished  services  in  the  institution. 

For  purposes  of  subsection  (a)(2),  such  term  includes  any  institution 
which  meets  the  requirements  of  paragraph  (1)  of  this  subsection. 
For  purposes  of  sections  1814(d)  and  1835(b)  (including  determina- 
tion of  whether  an  individual  received  inpatient  hospital  services 
or  diagnostic  services  for  purposes  of  such  sections),  section 
1814(f)(2),  and  subsection  (i)  of  this  section,  such  term  includes  any 
institution  which  (i)  meets  the  requirements  of  paragraphs  (5)  and 
(7)  of  this  subsection,  (ii)  is  not  primarily  engaged  in  providing  the 
services  described  in  section  1861(j)(l)(A)  and  (iii)  is  primarily  en- 
gaged in  providing,  by  or  under  the  supervision  of  individuals  re- 
ferred to  in  paragraph  (1)  of  section  1861(r),  to  inpatients  diagnostic 
services  and  therapeutic  services  for  medical  diagnosis,  treatment, 
and  care  of  injured,  disabled,  or  sick  persons,  or  rehabilitation  serv- 
ices for  the  rehabilitation  of  injured,  disabled,  or  sick  persons.  For 
purposes  of  section  1814(f)(1),  such  term  includes  an  institution 
which  (i)  is  a  hospital  for  purposes  of  sections  1814(d),  1814(f)(2), 
and  1835(b)  and  (ii)  is  accredited  by  the  Joint  Commission  on  Ac- 
creditation of  Hospitals,  or  is  accredited  by  or  approved  by  a  pro- 
gram of  the  country  in  which  such  institution  is  located  if  the  Sec- 
retary finds  the  accreditation  or  comparable  approval  standards  of 
such  program  to  be  essentially  equivalent  to  those  of  the  Joint 
Commission  on  Accreditation  of  Hospitals.  Notwithstanding  the 
preceding  provisions  of  this  subsection,  such  term  shall  not,  except 
for  purposes  of  subsection  (a)(2),  include  any  institution  which  is 
primarily  for  the  care  and  treatment  of  mental  diseases  [or  tuber- 
culosis unless  it  is  a  tuberculosis  hospital  (as  defined  in  subsection 
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(g))  or]  unless  it  is  a  psychiatric  hospital  (as  defined  in  subsection 
(f)). 

******* 

[Tuberculosis  Hospital 

[(g)  The  term  ''tuberculosis  hospital"  means  an  institution 
which — 

[(1)  is  primarily  engaged  in  providing,  by  or  under  the  su- 
pervision of  a  physician,  medical  services  for  the  diagnosis  and 
treatment  of  tuberculosis; 

[(2)  satisfies  the  requirements  of  paragraphs  (3)  through  (9) 
of  subsection  (e); 

[(3)  maintains  clinical  records  on  all  patients  and  maintains 
such  records  as  the  Secretary  finds  to  be  necessary  to  deter- 
mine the  degree  and  intensity  of  the  treatment  provided  to  in- 
dividuals covered  by  the  insurance  program  established  by  part 
A; 

[(4)  meets  such  staffing  requirements  as  the  Secretary  finds 
necessary  for  the  institution  to  carry  out  an  active  program  of 
treatment  for  individuals  who  are  furnished  services  in  the  in- 
stitution; and 

[(5)  is  accredited  by  the  Joint  Commission  on  Accreditation 
of  Hospitals. 

In  the  case  of  an  institution  which  satisfies  paragraphs  (1)  and  (2) 
of  the  preceding  sentence  and  which  contains  a  distinct  part  which 
also  satisfies  paragraphs  (3)  and  (4)  of  such  sentence,  such  distinct 
part  shall  be  considered  to  be  a  "tuberculosis  hospital"  if  the  insti- 
tution is  accredited  by  the  Joint  Commission  on  Accreditation  of 
Hospitals  or  if  such  distinct  part  meets  requirements  equivalent  to 
such  accreditation  requirements  as  determined  by  the  Secretary.] 
******* 

Skilled  Nursing  Facility 

(j)  The  term  "skilled  nursing  facility"  means  (except  for  purposes 
of  subsection  (a)(2))  an  institution  (or  a  distinct  part  of  an  institu- 
tion) which  has  in  effect  a  transfer  agreement  (meeting  the  require- 
ments of  subsection  (1))  with  one  or  more  hospitals  having  agree- 
ments in  effect  under  section  1866  and  which — 

(1)  is  primarily  engaged  in  providing  to  inpatients  (A)  skilled 
nursing  care  and  related  services  for  patients  who  require 
medical  or  nursing  care,  or  (B)  rehabilitation  services  for  the 
rehabilitation  of  injured,  disabled,  or  sick  persons; 

(2)  has  policies,  which  are  developed  with  the  advice  of  (and 
with  provision  [of]  for  review  of  such  policies  from  time  to 
time  by)  a  group  of  professional  personnel,  including  one  or 
more  physicians  and  one  or  more  registered  professional 
nurses,  to  govern  the  skilled  nursing  care  and  related  medical 
or  other  services  it  provides; 

(3)  has  a  physician,  a  registered  professional  nurse,  or  a  medi- 
cal staff  responsible  for  the  execution  of  such  policies; 

(4)  (A)  has  a  requirement  that  the  health  care  of  every  pa- 
tient must  be  under  the  supervision  of  a  physician,  and  (B)  pro- 
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vides  for  having  a  physician  available  to  furnish  necessary 
medical  care  in  case  of  emergency; 

(5)  maintains  clinical  records  on  all  patients; 

(6)  provides  24-hour  nursing  service  which  is  sufficient  to 
meet  nursing  needs  in  accordance  with  the  policies  developed 
as  provided  in  paragraph  (2),  and  has  at  least  one  registered 
professional  nurse  employed  full  time; 

(7)  provides  appropriate  methods  and  procedures  for  the  dis- 
pensing and  administering  of  drugs  and  biologicals; 

(8)  has  in  effect  a  utilization  review  plan  which  meets  the  re- 
quirements of  subsection  (k); 

(9)  in  the  case  of  an  institution  in  any  State  in  which  State 
or  applicable  local  law  provides  for  the  licensing  of  institutions 
of  this  nature,  (A)  is  licensed  pursuant  to  such  law,  or  (B)  is 
approved,  by  the  agency  of  such  State,  or  locality  responsible 
for  licensing  institutions  of  this  nature,  as  meeting  the  stand- 
ards established  for  such  licensing; 

(10)  has  in  effect  an  overall  plan  and  budget  that  meets  the 
requirements  of  subsection  (z); 

(11)  complies  with  the  requirements  of  section  1124; 

(12)  cooperates  in  an  effective  program  which  provides  for  a 
regular  program  of  independent  medical  evaluation  and  audit 
of  the  patients  in  the  facility  to  the  extent  required  by  the  pro- 
grams in  which  the  facility  participates  (including  medical 
evaluation  of  each  patient's  need  for  skilled  nursing  facility 
care); 

(13)  meets  such  provisions  of  such  edition  (as  is  specified  by 
the  Secretary  in  regulations)  of  the  Life  Safety  Code  of  the  Na- 
tional Fire  Protection  Association  as  are  applicable  to  nursing 
homes;  except  that  the  Secretary  may  waive,  for  such  periods 
as  he  deems  appropriate,  specific  provisions  of  such  Code  which 
if  rigidly  applied  would  result  in  unreasonable  hardship  upon 
[a  nursing  home]  an  institution,  but  only  such  waiver  will 
not  adversely  affect  the  health  and  safety  of  the  patients; 
except  that  the  provisions  of  such  Code  shall  not  apply  in  any 
State  if  the  Secretary  finds  that  in  such  State  there  is  in  effect 
a  fire  and  safety  code,  imposed  by  State  law,  which  adequately 
protects  patients  in  nursing  facilities; 

******* 

(15)  meets  such  other  conditions  relating  to  the  health  and 
safety  of  individuals  who  are  furnished  services  in  such  institu- 
tion or  relating  to  the  physical  facilities  thereof  as  the  Secre- 
tary may  find  necessary  (subject  to  the  second  sentence  of  sec- 
tion 1863),  except  that  the  Secretary  shall  not  require  as  a  con- 
dition of  participation  that  medical  social  services  be  furnished 
in  any  such  institution.  Notwithstanding  any  other  provision  of 
law,  all  information  concerning  skilled  nursing  facilities  re- 
quired by  this  subsection  to  be  filed  with  the  Secretary  shall  be 
made  available  to  Federal  or  State  employees  for  purposes  con- 
sistent with  the  effective  administration  of  programs  estab- 
lished under  titles  XVIII  and  XIX  of  this  Act; 
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except  that  such  term  shall  not  (other  than  for  purposes  of  subsec- 
tion (a)(2))  include  any  institution  which  is  primarily  for  the  care 
and  treatment  of  mental  diseases  [or  tuberclosis] . 

******* 

Outpatient  Physical  Therapy  Services 

(p)  The  term  "outpatient  physical  therapy  services"  means  physi- 
cal therapy  services  furnished  by  a  provider  of  services,  a  clinic,  re- 
habilitation agency,  or  a  public  health  agency,  or  by  others  under 
an  arrangement  with,  and  under  the  supervision  of,  such  provider, 
clinic,  rehabilitation  agency,  or  public  health  agency  to  an  individ- 
ual as  an  outpatient — 

(1)  who  is  under  the  care  of  a  physician  (as  defined  in  [sec- 
tion 186(r)(l)]  paragraph  (1)  or  (3)  of  section  1861(r)),  and 

(2)  with  respect  to  whom  a  plan  prescribing  the  type, 
amount,  and  duration  of  physical  therapy  services  that  are  to 
be  furnished  such  individual  has  been  established  [,  and  is 
periodically  reviewed,  by  a  physician  (as  so  defined) 3  by  a  phy- 
sician (as  so  defined)  or  by  a  qualified  physical  therapist  and  is 
periodically  reviewed  by  a  physician  (as  so  defined); 

******* 

Physician 

(r)  The  term  "physician",  when  used  in  connection  with  the  per- 
formance of  any  function  or  action,  means  (1)  a  doctor  of  medicine 
or  osteopathy  legally  authorized  to  practice  medicine  and  surgery 
by  the  State  in  which  he  performs  such  function  or  action  (includ- 
ing a  physician  within  the  meaning  of  section  1101(a)(7)),  (2)  a 
doctor  of  dental  surgery  or  of  dental  medicine  who  is  legally  au- 
thorized to  practice  dentistry  by  the  State  in  which  he  performs 
such  function  and  who  is  acting  within  the  scope  of  his  license 
when  he  performs  such  functions,  (3)  a  doctor  of  pediatric  medicine 
for  the  purposes  of  subsection  (s)  of  this  section  but  only  with  re- 
spect to  functions  which  he  is  legally  authorized  to  perform  as  such 
by  the  State  in  which  he  performs  them;  and  for  the  purposes  of 
subsections  (k)  [and  (m)],  (m),  and  (p)(l)  of  this  section  and  sec- 
tions 1814(a),  1832(a)(2)(F)(ii),  and  1835  but  only  if  his  performance 
of  functions  under  subsections  (k)  and  (m)  and  sections  1814(a)  and 
1835  is  consistent  with  the  policy  of  the  institution  or  agency  with 
respect  to  which  he  performs  them  and  with  the  functions  which 
he  is  legally  authorized  to  perform,  (4)  a  doctor  of  optometry  who  is 
legally  authorized  to  practice  optometry  by  the  State  in  which  he 
performs  such  function,  but  only  with  respect  to  services  related  to 
the  condition  of  aphakia,  or  (5)  a  chiropractor  who  is  licensed  as 
such  by  the  State  (or  in  a  State  which  does  not  license  chiroprac- 
tors as  such,  is  legally  authorized  to  perform  the  services  of  a  chiro- 
practor in  the  jurisdiction  in  which  he  performs  such  services),  and 
who  meets  uniform  minimum  standards  promulgated  by  the  Secre- 
tary, but  only  for  the  purpose  of  sections  1861(s)(l)  and  1861(s)(2)(A) 
and  only  with  respect  to  treatment  by  means  of  manual  manipula- 
tion of  the  spine  (to  correct  a  subluxation  demonstrated  by  X-ray  to 
exist)  which  he  is  legally  authorized  to  perform  by  the  State  or  ju- 
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risdiction  in  which  such  treatment  is  provided.  For  the  pruposes  of 
section  1862(a)(4)  and  subject  to  the  limitations  and  conditions  pro- 
vided in  the  previous  sentence,  such  term  includes  a  doctor  of  one 
of  the  arts,  specified  in  such  previous  sentence,  legally  authorized 
to  practice  such  art  in  the  country  in  which  the  inpatient  hospital 
services  (referred  to  in  such  section  1862(a)(4))  are  furnished. 

Medical  and  Other  Health  Services 

(s)  The  term  "medical  and  other  health  services"  means  any  of 
the  following  items  or  services: 
(1)  *  *  * 

******* 

{10)(A)  pneumococcal  vaccine  and  its  administration [.];  and 
(B)  hepatitis  B  vaccine  and  its  administration,  furnished  in  a 
hospital  or  a  renal  dialysis  facility. 

Provider  of  Services 

(u)  The  term  ''provider  of  services"  means  a  hospital,  skilled 
nursing  facility,  comprehensive  outpatient  rehabilitation  facility, 
[or]  home  health  agency,  hospice  program  or,  for  purposes  of  sec- 
tion 1814(g)  and  section  1835(e),  a  fund. 

Reasonable  Cost 

(v)(l)(A)  The  reasonable  cost  of  any  services  shall  be  the  cost  ac- 
tually incurred,  excluding  therefrom  any  part  of  incurred  cost 
found  to  be  unnecessary  in  the  efficient  delivery  of  needed  health 
services,  and  shall  be  determined  in  accordance  with  regulations 
establishing  the  method  or  methods  to  be  used,  and  the  items  to  be 
included,  in  determining  such  costs  for  various  types  or  classes  of 
institutions,  agencies  and  services;  except  that  in  any  case  to  which 
paragraph  (2)  or  (3)  applies,  the  amount  of  the  payment  determined 
under  such  paragraph  with  respect  to  the  services  involved  shall  be 
considered  the  reasonable  cost  of  such  services.  In  prescribing  the 
regulations  referred  to  in  the  preceding  sentence,  the  Secretary 
shall  consider,  among  others  things,  the  principles  generally  ap- 
plied by  national  organizations  or  established  prepayment  organi- 
zations (which  have  developed  such  principles)  in  computing  the 
amount  of  payment,  to  be  made  by  persons  other  than  the  recipi- 
ents of  services,  to  providers  of  services  on  account  of  services  fur- 
nished to  such  recipients  by  such  providers.  Such  regulations  may 
provide  for  determination  of  the  costs  of  services  on  a  per  diem,  per 
unit,  per  capita,  or  other  basis,  may  provide  for  using  different 
methods  in  different  circumstances,  may  provide  for  the  use  of  esti- 
mates of  costs  of  particular  items  or  services,  may  provide  for  the 
establishment  of  limits  on  the  direct  or  indirect  overall  incurred 
costs  or  incurred  costs  of  specific  items  or  services  or  groups  of  items 
or  services  to  be  recognized  as  reasonable  based  on  estimates  of  the 
costs  necessary  in  the  efficient  delivery  of  needed  health  services  to 
individuals  covered  by  the  insurance  programs  established  under 
this  title,  and  may  provide  for  the  use  of  charges  or  a  percentage  of 
charges  where  this  method  reasonably  reflects  the  costs.  Such  regu- 
lations shall  (i)  take  into  account  both  direct  and  indirect  costs  of 
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providers  of  services  (excluding  therefrom  any  such  costs,  including 
standby  costs,  which  are  determined  in  accordance  with  regulations 
to  be  unnecessary  in  the  efficient  delivery  of  services  covered  by 
the  insurance  programs  established  under  this  title)  in  order  that, 
under  the  methods  of  determining  costs,  the  necessary  costs  of  effi- 
ciently delivering  covered  services  to  individuals  covered  by  the  in- 
surance programs  established  by  this  title  will  not  be  borne  by  indi- 
viduals not  so  covered,  and  the  costs  with  respect  to  individuals  not 
so  covered  will  not  be  borne  by  such  insurance  programs,  and  (ii) 
provide  for  the  making  of  suitable  retroactive  corrective  adjust- 
ments where,  for  a  provider  of  services  for  any  fiscal  period,  the 
aggregate  reimbursement  produced  by  the  methods  of  determining 
costs  proves  to  be  either  inadequate  or  excessive. 

[THE  INDENTATIONS  OF  THE  FOLLOWING  SUBPARA- 
GRAPHS ARE  REALIGNED  BY  THE  BILL  TO  CONFORM  TO 
THE  PRECEDING  SUBPARAGRAPH] 

(B)  Such  regulations  in  the  case  of  extended  care  services  fur- 
nished by  proprietary  facilities  shall  include  provision  for  specific 
recognition  of  a  reasonable  return  on  equity  capital,  including  nec- 
essary working  capital,  invested  in  the  facility  and  used  in  the  fur- 
nishing of  such  services,  in  lieu  of  other  allowances  to  the  extent 
that  they  reflect  similar  items.  The  rate  of  return  recognized  pur- 
suant to  the  preceding  sentence  for  determining  the  reasonable 
cost  of  any  services  furnished  in  any  fiscal  period  shall  not  exceed 
one  and  one-half  times  the  average  of  the  rates  of  interest,  for  each 
of  the  months  any  part  of  which  is  included  in  such  fiscal  period, 
on  obligations  issued  for  purchase  by  the  Federal  Hospital  Insur- 
ance Trust  Fund. 

(C)  Where  a  hospital  has  an  arrangement  with  a  medical  school 
under  which  the  faculty  of  such  school  provides  services  at  such 
hospital,  an  amount  not  in  excess  of  the  reasonable  cost  of  such 
services  to  the  medical  school  shall  be  included  in  determining  the 
reasonable  cost  to  the  hospital  of  furnishing  services— 

(i)  for  which  payment  may  be  made  under  part  A,  but  only 
Eifl  if- 

(I)  payment  for  such  services  as  furnished  under  such  ar- 
rangement would  be  made  under  part  A  to  the  hospital 
had  such  services  been  furnished  by  the  hospital,  and 

(II)  such  hospital  pays  to  the  medical  school  at  least  the 
reasonable  cost  of  such  services  to  the  medical  school,  or 

(ii)  for  which  payment  may  be  made  under  part  B,  by  only  if 
such  hospital  pays  to  the  medical  school  at  least  the  reasonable 
cost  of  such  services  to  the  medical  school. 

(D)  Where  (i)  physicians  furnish  services  which  are  either  inpa- 
tient hospital  services  (including  services  in  conjunction  with  the 
teaching  programs  of  such  hospital)  by  reason  of  paragraph  (7)  of 
subsection  (b)  of  for  which  entitlement  exists  by  reason  of  clause 
(II)  of  section  [1832(a)(2)(B)(i)]  1832(a)(2)(B)(iX  and  (ii)  such  hospital 
(or  medical  school  under  arrangement  with  such  hospital)  incurs  no 
actual  cost  in  the  furnishing  of  such  services,  the  reasonable  cost  of 
such  services  shall  (under  regulations  of  the  Secretary)  be  deemed 
to  be  the  cost  such  hospital  or  medical  school  would  have  incurred 
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had  it  paid  a  salary  to  such  physicians  rendering  such  services  ap- 
proximately equivalent  to  the  average  salary  paid  to  all  physicians 
employed  by  such  hospital  (or  if  such  employment  does  not  exist, 
or  is  minimal  in  such  hospital,  by  similar  hospitals  in  a  geographic 
area  of  sufficient  size  to  assure  reasonable  inclusion  of  sufficient 
physicians  in  development  of  such  average  salary). 

(E)(i)  Such  regulations  shall  provide  that  any  determination  of 
reasonable  cost  with  respect  to  services  provided  by  hospital-based 
skilled  nursing  facilities  shall  be  made  on  the  basis  of  a  single 
standard  based  on  the  reasonableness  of  costs  incurred  by  free 
standing  skilled  nursing  facilities,  subject  to  such  adjustments  as 
the  Secretary  may  deem  appropriate. 

(ii)  Such  regulations  may,  in  the  case  of  skilled  nursing  facilities 
in  any  State,  provide  for  the  [uses]  use  of  rates,  developed  by  the 
State  in  which  such  facilities  are  located,  for  the  payment  of  the 
cost  of  skilled  nursing  facility  services  furnished  under  the  State's 
plan  approved  under  title  XIX  (and  such  rates  may  be  increased  by 
the  Secretary  on  a  class  or  size  of  institution  or  on  a  geographical 
basis  by  a  percentage  factor  not  in  excess  of  10  percent  to  take  into 
account  determinable  items  or  services  or  other  requirements 
under  this  title  not  otherwise  included  in  the  computation  of  such 
State  rates),  if  the  Secretary  finds  that  such  rates  are  reasonably 
related  to  (but  not  necessarily  limited  to)  analyses  undertaken  by 
such  State  of  costs  of  care  in  comparable  facilities  in  such  State. 

******* 

(I)  In  determining  such  reasonable  cost,  the  Secretary  may  not 
include  any  costs  incurred  by  a  provider  with  respect  to  any  serv- 
ices furnished  in  connection  with  matters  for  which  payment  may 
be  made  under  this  title  and  furnished  pursuant  to  a  contract  be- 
tween the  provider  and  any  of  its  subcontractors  which  is  entered 
into  after  the  date  of  the  enactment  of  this  subparagraph  and  the 
value  or  cost  of  which  is  [$10,000]  $50,000  or  more  over  a  twelve- 
month peroid  unless  the  contract  contains  a  clause  to  the  effect 
that— 

(i)  until  the  expiration  of  four  years  after  the  furnishing  of 
such  services  pursuant  to  such  contract,  the  subcontractor 
shall  make  available,  upon  written  request  [to  the  Secretary, 
or  upon  request  to  the  comptroller  General]  by  the  Secretary, 
or  upon  request  by  the  comptroller  General,  or  any  of  their  duly 
authorized  representatives,  the  contract,  and  books,  documents 
and  records  of  such  subcontractor  that  are  necessary  to  certify 
the  nature  and  extent  of  such  costs,  and 

(ii)  if  the  subcontractor  carries  out  any  of  the  duties  of  the 
contract  through  a  subcontract,  with  a  value  or  cost  of  $10,000 
or  more  over  a  twelve-month  period,  with  a  related  organiza- 
tion, such  subcontract  shall  contain  a  clause  to  the  effect  that 
until  the  expiration  of  four  years  after  the  furnishing  of  such 
services  pursuant  to  such  subcontract,  the  related  organization 
shall  make  available,  upon  written  request  [to  the  Secretary, 
or  upon  request  to  the  comptroller  General]  by  the  Secretary, 
or  upon  request  by  the  comptroller  General,  or  any  of  their  duly 
authorized  representatives,  the  subcontract,  and  books,  docu- 
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ments  and  records  of  such  organization  that  are  necessary  to 

verify  the  nature  and  extent  of  such  costs. 
The  Secretary  shall  prescribe  in  regulation  criteria  and  procedures 
which  the  Secretary  shall  use  in  obtaining  access  to  books,  docu- 
ments, and  records  under  clauses  required  in  contracts  and  subcon- 
tracts under  this  subparagraph. 

***♦♦♦* 

(3)  If  the  bed  and  board  furnished  as  part  of  inpatient  hospital 
services  (including  inpatient  tuberculosis  hospital  services  and  in- 
patient psychiatric  hospital  services)  or  post-hospital  extended  care 
services  is  in  accommodations  other  than,  but  not  more  expensive 
than,  semi-private  accommodations  and  the  use  of  such  other  ac- 
commodations rather  than  semi-private  accommodations  was  nei- 
ther at  the  request  of  the  patient  nor  for  a  reason  which  the  Secre- 
tary determines  is  consistent  with  the  purposes  of  this  title,  the 
amount  of  the  payment  with  respect  to  such  bed  and  board  under 
part  A  shall  be  the  amount  otherwise  payable  under  this  title  for 
such  bed  and  board  furnished  in  [semiprivate]  semi-private  ac- 
commodations minus  the  difference  between  the  charge  customar- 
ily made  by  the  hospital  or  skilled  nursing  facility  for  bed  and 
board  in  semi-private  accommodations  and  the  charge  customarily 
made  by  it  for  bed  and  board  in  the  accommodations  furnished. 

******* 

Institutional  Planning 

(z)  An  overall  plan  and  budget  of  a  hospital,  skilled  nursing  fa- 
cility, comprehensive  outpatient  rehabilitation  facility, or  home 
health  agency  shall  be  considered  sufficient  if  it — 

(1)  provides  for  an  annual  operating  budget  which  includes 
all  anticipated  income  and  expenses  related  to  items  which 
would,  under  generally  accepted  accounting  principles,  be  con- 
sidered income  and  expense  items  (except  that  nothing  in  this 
paragraph  shall  require  that  there  be  prepared,  in  connection 
with  any  budget,  an  item-by-item  identification  of  the  compo- 
nents of  each  type  of  anticipated  expenditure  or  income); 

(2)  (A)  provides  for  a  capital  expenditures  plan  for  at  least  a 
3-year  period  (including  the  year  to  which  the  operating  budget 
described  in  [subparagraph]  paragraph  (1)  is  applicable) 
which  includes  and  identifies  in  detail  the  anticipated  sources 
of  financing  for,  and  the  objectives  of,  each  anticipated  expend- 
iture in  excess  of  $600,000  (or  such  lesser  amount  as  may  be 
established  by  the  State  under  section  1122(g)(1)  in  which  the 
hospital  is  located)  related  to  the  acquisition  of  land,  the  im- 
provement of  land,  buildings,  and  equipment,  and  the  replace- 
ment, modernization,  and  expansion  of  the  buildings  and 
equipment  which  would,  under  generally  accepted  accounting 
principles,  be  considered  capital  items; 

(B)  provides  that  such  plan  is  submitted  to  the  agency  desig- 
nated under  section  1122(b),  or  if  no  such  agency  is  designated, 
to  the  appropriate  health  planning  agency  in  the  State  (but 
this  subparagraph  shal  not  apply  in  the  case  of  a  facility 
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exempt  from  review  under  section  1122  by  reason  of  section 
11220*)); 

******* 

Rural  Health  Clinic  Services 

(aa)(l)  The  term  ''rural  health  clinic  services"  means — 

(A)  physicians'  services  and  such  services  and  supplies  as  are 
covered  under  section  1861(s)(2)(A)  if  furnished  as  an  incident 
to  a  physician's  professional  service  and  items  and  services  de- 
scribed in  section  1861(s)(10), 

(B)  such  services  furnished  by  a  physician  assistant  or  by  a 
nurse  practitioner  and  such  services  and  supplies  furnished  as 
an  incident  to  his  service  as  would  otherwise  be  covered  if  fur- 
nished by  a  physician  or  as  an  incident  to  a  physician's  service, 
and 

(C)  in  the  case  of  a  rural  health  clinic  located  in  an  area  in 
which  there  exists  a  shortage  of  home  health  agencies,  part- 
time  or  intermittent  nursing  care  and  related  medical  supplies 
(other  than  drugs  and  biologicals)  furnished  by  a  registered 
professional  nurse  or  licensed  practical  nurse  to  a  homebound 
individual  under  a  written  plan  of  treatment  (i)  established 
and  periodically  reviewed  by  a  physician  described  in  para- 
graph (2)(B),  or  (ii)  established  by  a  nurse  practitioner  or  physi- 
cian assistant  and  periodically  reviewed  and  approved  by  a 
physician  described  in  paragraph  (2)(B), 

when  furnished  to  an  individual  as  an  outpatient  of  a  rural  health 
clinic. 

(2)  The  term  "rural  health  clinic"  means  a  facility  which— 

(A)  is  primarily  engaged  in  furnishing  to  outpatients  services 
described  in  subparagraphs  (A)  and  (B)  of  paragraph  (1); 

(B)  in  the  case  of  a  facility  which  is  not  a  physician-directed 
clinic,  has  an  arrangement  (consistent  with  the  provisions  of 
State  and  local  law  relative  to  the  practice,  performance,  and 
delivery  of  health  services)  with  one  or  more  physicians  (as  de- 
fined in  subsection  (r)(l))  under  which  provision  is  made  for  the 
periodic  review  by  such  physicians  of  covered  services  fur- 
nished by  physician  assistants  and  nurse  practitioners,  the  su- 
pervision and  guidance  by  such  physicians  of  physician  assis- 
tants and  nurse  practitioners,  the  preparation  by  such  physi- 
cians of  such  medical  orders  for  care  and  treatment  of  clinic 
patients  as  may  be  necessary,  and  the  availability  of  such  phy- 
sicians for  such  referral  of  and  consultation  for  patients  as  is 
necessary  and  for  advice  and  assistance  in  the  management  of 
medical  emergencies;  and,  in  the  case  of  a  physician-directed 
clinic,  has  one  or  more  of  its  staff  physicians  perform  the  activ- 
ities accomplished  through  such  an  arrangement; 

(C)  maintains  clinical  records  on  all  patients; 

(D)  has  arrangements  with  one  or  more  hospitals,  having 
agreements  in  effect  under  section  1866,  for  the  referral  and 
admission  of  patients  requiring  inpatient  services  or  such  diag- 
nostic or  other  specialized  services  as  are  not  available  at  the 
clinic; 
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(E)  has  written  policies,  which  are  developed  with  the  advice 
of  (and  with  provision  for  review  of  such  policies  from  time  to 
time  by)  a  group  of  professional  personnel,  including  one  or 
more  physicians  and  one  or  more  physician  assistants  or  nurse 
practitioners,  to  govern  those  services  described  in  paragraph 
(1)  which  it  furnishes; 

(F)  has  a  physician,  physician  assistant,  or  nurse  practitioner 
responsible  for  the  execution  of  policies  described  in  a  subpara- 
graph (E)  and  relating  to  the  provision  of  the  clinic's  services; 

(G)  directly  provides  routine  diagnostic  services,  including 
clinical  laboratory  services,  as  prescribed  in  regulations  by  the 
Secretary,  and  has  prompt  access  to  additional  diagnostic  serv- 
ices from  facilities  meeting  requirements  under  this  title; 

(H)  in  compliance  with  State  and  Federal  law,  has  available 
for  administering  to  patients  of  the  clinic  at  least  such  drugs 
and  biologicals  as  are  determined  by  the  Secretary  to  be  neces- 
sary for  the  treatment  of  emergency  cases  (as  defined  in  regu- 
lations) and  has  appropriate  procedures  or  arrangements  for 
storing,  administering,  and  dispensing  any  drugs  and  biologi- 
cals; 

(I)  has  appropriate  procedures  for  review  of  [ultilization] 
utilization  of  clinic  services  to  the  extent  that  the  Secretary 
determines  to  be  necessary  and  feasible;  and 

(J)  meets  such  other  requirements  as  the  Secretary  may  find 
necessary  in  the  interest  of  the  health  and  safety  of  the  indi- 
viduals who  are  furnished  services  by  the  clinic. 

******* 

Comprehensive  Outpatient  Rehabilitation  Facility  Services 

(cc)(l)  The  term  ''comprehensive  outpatient  rehabilitation  facility 
services"  means  the  following  items  and  services  furnished  by  a 
physician  or  other  qualified  professional  personnel  (as  defined  in 
regulations  by  the  Secretary)  to  an  individual  who  is  an  outpatient 
of  a  comprehensive  outpatient  rehabilitation  facility  under  a  plan 
(for  furnishing  such  items  and  services  to  such  individual)  estab- 
lished and  periodically  reviewed  by  a  physician — 

(A)  physicians'  services; 

(B)  physical  therapy,  occupational  therapy,  speech  pathology 
services,  and  respiratory  therapy; 

(C)  prosthetic  and  orthotic  devices,  including  testing,  fitting, 
or  training  in  the  use  of  prosthetic  and  orthotic  devices; 

(D)  social  and  psychological  services; 

(E)  nursing  care  provided  by  or  under  the  supervision  of  a 
registered  professional  nurse; 

(F)  drugs  and  biologicals  which  cannot,  as  determined  in  ac- 
cordance with  regulations,  be  [self  administered]  self-admin- 
istered) 

(G)  supplies,  appliances,  and  equipment,  including  the  pur- 
chase or  rental  of  equipment;  and 

(H)  such  other  items  and  services  as  are  medically  necessary 
for  the  rehabilitation  of  the  patient  and  are  ordinarily  fur- 
nished by  comprehensive  outpatient  rehabilitation  facilities. 
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excluding,  however,  any  item  or  service  if  it  would  not  be  included 
under  subsection  Ot))  if  furnished  to  an  inpatient  of  a  hospital. 

(2)  The  term  ''comprehensive  outpatient  rehabilitation  facility" 
means  a  facility  which — 

(A)  is  primarily  engaged  in  providing  (by  or  under  the  super- 
vision of  physicians)  diagnostic,  therapeutic,  and  restorative 
services  to  outpatients  for  the  rehabilitation  of  injured,  dis- 
abled, or  sick  persons; 

(B)  provides  at  least  the  following  comprehensive  outpatient 
rehabilitation  services:  (i)  physicians'  services  (rendered  by 
physicians,  as  defined  in  section  1861(r)(l),  who  are  available  at 
the  facility  on  a  full-  or  part-time  basis);  (ii)  physical  therapy; 
and  (iii)  social  or  psychological  services; 

(C)  maintains  clinical  records  on  all  patients; 

(D)  has  policies  established  by  a  group  of  professional  person- 
nel (associated  with  the  facility)  including  one  or  more  physi- 
cians defined  in  subsection  (r)(l)  to  govern  the  comprehensive 
outpatient  rehabilitation  services  it  furnishes,  and  provides  for 
the  carrying  out  of  such  policies  by  a  full-  or  part-time  physi- 
cian referred  to  in  subparagraph  (B)(i); 

(E)  has  a  requirement  that  every  patient  must  be  under  the 
care  of  a  physician; 

(F)  in  the  case  of  a  facility  in  any  State  in  which  State  or 
applicable  local  law  provides  for  the  licensing  of  facilities  of 
this  nature  (i)  is  licensed  pursuant  to  such  law,  or  (ii)  is  ap- 
proved by  the  agency  of  such  State  or  locality,  responsible  for 
licensing  facilities  of  this  nature,  as  meeting  the  [standard  es- 
tablishment] standards  established  for  such  licensing; 


EXCLUSIONS  FROM  COVERAGE 

Sec.  1862.  (a)  Notwithstanding  any  other  provisions  of  this  title, 
no  payment  may  be  made  under  part  A  or  part  B  for  any  expenses 
incurred  for  items  or  services — 

(1)(A)  *  *  * 

******* 

(12)  where  such  expenses  are  for  services  in  connection  with 
the  care,  treatment,  filling,  removal,  or  replacement  of  teeth  or 
structures  directly  supporting  teeth,  except  that  payment  may 
be  made  under  part  A  in  the  case  of  inpatient  hospital  services 
in  connection  with  the  provision  of  such  dental  services  if  the 
individual,  because  of  his  underlying  medical  condition  and 
clinical  status  or  because  of  the  severity  of  the  dental  proce- 
dure, [,]  requires  hospitalization  in  connection  with  the  provi- 
sion of  such  services; 

******* 

(b)(1)  Payment  under  this  title  ipay  not  be  made  with  respect  to 
any  item  or  service  to  the  extent  that  payment  has  been  made,  or 
can  reasonably  be  expected  to  be  made  promptly  (as  determined  in 
accordance  with  regulations),  with  respect  to  such  item  or  service, 
under  a  workmen's  compensation  law  of  the  United  States  or  a 
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State  or  under  an  automobile  or  liability  insurance  policy  or  plan 
(including  a  self-insured  plan)  or  under  no  fault  insurance.  Any 
payment  under  this  title  with  respect  to  any  item  or  service  shall 
be  conditioned  on  reimbursement  to  the  appropriate  Trust  Fund  es- 
tablished by  this  title  when  notice  or  other  information  is  received 
that  payment  for  such  item  or  service  has  been  or  may  be  made 
under  such  a  law  or  plan,  policy,  plan,  or  insurance.  The  United 
States  may  recover  the  amount  of  any  such  payment  under  this  title 
by  bringing  an  action  against  the  entity  responsible  for  payment 
under  such  a  law,  policy,  plan,  or  insurance  (if  the  entity  would  be 
required  to  make  payment  if  an  appropriate  claim  were  pursued,  but 
only  to  the  extent  that  the  entity  has  not  already  made  payment),  by 
bringing  an  action  against  the  entity  to  which  payment  has  been  so 
made  (if  the  entity  is  other  than  the  individual  entitled  to  benefits 
under  this  title),  or  by  joining  or  intervening  in  any  action  related 
to  the  events  that  gave  rise  to  the  need  for  the  item  or  service,  and 
shall  be  subrogated  (to  the  extent  of  the  payment  under  this  title)  to 
any  right  of  the  individual  or  any  other  entity  to  payment  under 
such  a  law,  policy,  plan,  or  insurance.  The  Secretary  may  waive  the 
provisions  of  this  subsection  in  the  case  of  an  individual  claim  if  he 
determines  that  the  probability  of  recovery  or  amount  involved  in 
such  claim  does  not  warrant  the  pursuing  of  the  claim. 

(2)(A)  In  the  caise  of  an  individual  who  is  entitled  to  benefits 
under  part  A  or  is  eligible  to  enroll  under  part  B  solely  by  reason 
of  section  226A,  payment  under  this  title  may  not  be  made,  except 
as  provided  in  subparagraph  (B),  with  respect  to  any  item  or  serv- 
ice furnished  during  the  period  described  in  subparagraph  (C)  to 
the  extent  that  payment  with  respect  to  expenses  for  such  item  or 
service  (i)  has  been  made  under  any  group  health  plan  (as  defined 
in  162(i)(2)  of  the  Internal  Revenue  Code  of  1954)  or  (ii)  the  Secre- 
tary determines  will  be  made  under  such  a  plan  £is  promptly  as 
would  otherwise  be  the  case  if  payment  were  made  by  the  Secre- 
tary under  this  title. 

(B)  Any  payment  under  this  title  with  respect  to  any  item  or 
service  furnished  to  an  individual  described  in  subparagraph  (A) 
during  the  period  described  in  subparagraph  (C)  shall  be  condition- 
ed on  reimbursement  to  the  appropriate  Trust  Fund  established  by 
this  title  when  notice  or  other  information  is  received  that  pay- 
ment for  such  item  or  service  has  been  or  may  be  made  under  a 
plan  described  in  subparagraph  (A).  The  United  States  may  recover 
the  amount  of  any  such  payment  under  this  title  by  bringing  an 
action  against  the  entity  responsible  for  payment  under  such  a  plan 
(if  the  entity  would  be  required  to  make  payment  if  an  appropriate 
claim  were  pursued,  but  only  to  the  extend  that  the  entity  has  not 
already  made  payment),  by  bringing  an  action  against  the  entity  to 
which  payment  has  been  so  made  (if  the  entity  is  other  than  the  in- 
dividual entitled  to  benefits  under  this  title),  or  by  joining  or  inter- 
vening in  any  action  related  to  the  events  that  gave  rise  to  the  need 
for  the  item  or  service,  and  shall  be  subrogated  (to  the  extent  of  the 
payment  under  this  title)  to  any  right  of  the  individual  or  any  other 
entity  to  payment  under  such  a  plan.  The  Secretary  may  waive  the 
provisions  of  this  subparagraph  in  the  case  of  an  individual  claim  if 
he  determines  that  the  probability  of  recovery  or  amount  involved 
in  such  claims  does  not  warrant  the  pursuing  of  the  claim. 
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(C)  The  provisions  of  subparagraph  (A)  and  (B)  shall  apply  to  an 
individual  only  during  the  12-month  period  which  begins  with  the 
earlier  of— 

(i)  the  month  in  which  a  regular  course  of  renal  dialysis  is 
initiated,  or 

(ii)  in  the  case  of  an  individual  who  receives  a  kidney  trans- 
plant, the  first  month  in  which  he  would  be  eligible  for  bene- 
fits under  this  title  (if  he  had  filed  an  application  for  such 
benefits)  under  the  provisions  of  section  226A(b)(l)(B). 

(D)  Where  payment  for  an  item  or  service  under  such  plan  is  less 
than  the  amount  of  the  charge  for  such  item  or  service,  payment 
may  be  made  under  this  title  (without  regard  to  deductibles  and  co- 
insurance under  this  title)  for  the  remainder  of  such  charge,  but — 

(i)  such  payment  under  this  title  may  not  exceed  an  amount 
which  would  be  payable  under  this  title  for  such  item  or  serv- 
ice in  the  absence  of  such  group  health  plan;  and 

(ii)  such  payment  under  this  title,  when  combined  with  the 
amount  payable  under  such  plan,  may  not  exceed  the  com- 
bined amount  which  would  have  been  payable  under  this  title 
and  such  plan  if  this  paragraph  were  not  in  effect.". 

(3)(A)(i)  Payment  under  this  title  may  not  be  made,  except  as  pro- 
vided in  clause  (ii),  with  respect  to  any  item  or  service  furnished  in 
any  month  during  the  period  described  in  clause  (iii)  to  an  individ- 
ual who  is  over  64  but  under  70  years  of  age  during  any  part  of 
such  month  (or  to  the  spouse  of  such  individual,  if  the  spouse  is 
over  64  but  under  70  years  of  age)  who  is  employed  at  the  time 
such  item  or  service  is  furnished  to  the  extent  that  payment  with 
respect  to  expenses  for  such  item  or  service  has  been  made,  or  can 
reasonably  be  expected  to  be  made,  under  a  group  health  plan  (as 
defined  in  clause  (iv))  under  which  such  individual  is  covered  by 
reason  of  such  employment. 

(ii)  Any  payment  under  this  title  with  respect  to  any  item  or 
service  during  the  period  described  in  clause  (iii)  shall  be  condition- 
ed on  reimbursement  to  the  appropriate  Trust  fund  established  by 
this  title  when  notice  or  other  information  is  received  that  pay- 
ment for  such  item  or  service  has  been  or  may  be  made  under  a 
group  health  plan.  The  United  States  may  recover  the  amount  of 
any  such  payment  under  this  title  by  bringing  an  action  against  the 
entity  responsible  for  payment  under  such  a  plan  (if  the  entity 
would  be  required  to  make  payment  if  an  appropriate  claim  were 
pursued,  but  only  to  the  extent  that  the  entity  has  not  already  made 
payment),  by  bringing  an  action  against  the  entity  to  which  payment 
has  been  so  made  (if  the  entity  is  other  than  the  individual  entitled 
to  benefits  under  this  title),  or  by  joining  or  intervening  in  any 
action  related  to  the  events  that  gave  rise  to  the  need  for  the  item  or 
service,  and  shall  be  subrogated  (to  the  extent  of  the  payment  under 
this  title)  to  any  right  of  the  individual  or  any  other  entity  to  pay- 
ment under  such  a  plan.  The  secretary  may  waive  the  provisions  of 
this  clause  in  the  case  of  an  individual  claim  if  he  determines  that 
the  probability  of  recovery  or  amount  involved  in  such  claim  does 
not  warrant  the  pursuing  of  the  claim. 

(iii)  The  provisions  of  clauses  (i)  and  (ii)  shall  apply  to  an  individ- 
ual only  for  the  period  beginning  with  the  month  in  which  such  in- 
dividual becomes  entitled  to  benefits  under  this  title  under  section 
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226(a)  and  ending  with  the  month  before  the  month  in  which  such 
individual  attains  the  age  of  70  and  shall  not  include  any  month 
for  which  the  individual  would,  upon  application,  be  entitled  to 
benefits  under  section  226A. 

CONSULTATION  WITH  STATE  AGENCIES  AND  OTHER  ORGANIZATIONS  TO 
DEVELOP  CONDITIONS  OF  PARTICIPATION  FOR  PROVIDERS  OF  SERVICES 

Sec.  1863.  In  carrying  out  his  functions,  relating  to  determina- 
tion of  conditions  of  participation  by  providers  of  services,  under 
subsections  (e)(9),  (f)(4),  [(g)(4),]  [a)(ll),]  (jXW,  (o)(6),  (cc)(2)(I),  and 
(dd)(2)  of  section  1861,  or  by  ambulatory  surgical  centers  under  sec- 
tion 1832(a)(2)(F)(i),  the  Secretary  shall  consult  with  [the  Health 
Insurance  Benefits  Advsory  Council  established  by  section  1867,  ap- 
propriate State  agencies,]  appropriate  State  agencies,  and  recog- 
nized national  listing  or  accrediting  bodies,  and  may  consult  with 
appropriate  local  agencies.  Such  conditions  prescribed  under  any  of 
such  subsections  may  be  varied  for  different  areas  or  different 
classes  of  institutions  or  agencies  and  may,  at  the  request  of  a 
State,  provide  higher  requirements  for  such  State  than  for  other 
States;  except  that,  in  the  case  of  any  State  or  political  subdivision 
of  a  State  which  imposes  higher  requirements  on  institutions  as  a 
condition  to  the  purchase  of  services  (or  of  certain  specified  serv- 
ices) in  such  institutions  under  a  State  plan  approved  under  title  I, 
XVI,  or  XIX,  the  Secretary  shall  impose  like  requirements  as  a 
condition  to  the  payment  for  services  (or  for  the  services  specified 
by  the  State  or  subdivision)  in  such  institutions  in  such  State  or 
subdivision. 

USE  OF  state  agencies  TO  DETERMINE  COMPLIANCE  BY  PROVIDERS  OF 
SERVICES  WITH  CONDITIONS  OF  PARTICIPATION 

Sec.  1864.  (a) 

******* 

(c)  The  Secretary  is  authorized  to  enter  an  agreement  with  any 
State  under  which  the  appropriate  State  or  local  agency  which  per- 
forms the  certification  function  described  in  subsection  (a)  will 
survey,  on  a  selective  sample  basis  (or  where  the  Secretary  finds 
that  a  survey  is  appropriate  because  of  substantial  allegations  of 
the  existence  of  a  significant  deficiency  or  deficiencies  which 
would,  if  found  to  be  present,  adversely  affect  health  and  safety  of 
patients),  hospitals  which  have  an  agreement  with  the  Secretary 
under  section  1866  and  which  are  accredited  by  the  Joint  Commis- 
sion on  [the]  Accreditation  of  Hospitals.  The  Secretary  shall  pay 
for  such  services  in  the  manner  prescribed  in  subsection  (b). 

EFFECT  OF  ACCREDITATION 

Sec.  1865.  (a)  Except  as  provided  in  subsection  (b)  and  the  second 
sentence  of  section  1863,  if— 

(1)  an  institution  is  accredited  as  a  hospital  by  the  Joint 
Commission  on  Accreditation  of  Hospitals,  and 
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(2)  such  institution  (if  it  is  included  within  a  survey  de- 
scribed in  section  1864(c))  authorizes  the  Commission  to  release 
to  the  Secretary  [on  a  confidential  basisj  upon  his  request  (or 
such  State  agency  as  the  Secretary  may  designate)  a  copy  of 
the  most  current  accreditation  survey  of  such  institution  made 
by  such  Commission, 

then,  such  institution  shall  be  deemed  to  meet  the  requirements  of 
the  numbered  paragraphs  of  section  1861(e);  except — 

(3)  paragraph  (6)  thereof,  and 

(4)  any  standard,  promulgated  by  the  Secretary  pursuant  to 
paragraph  (9)  thereof,  which  is  higher  than  the  requirements 
prescribed  for  accreditation  by  such  Commission. 

If  such  Commission,  as  a  condition  for  accreditation  of  a  hospital, 
requires  a  utilization  review  plan  (or  imposes  another  requirement 
which  serves  substantially  the  same  purpose)  or  imposes  a  standard 
which  the  Secretary  determines  is  at  least  equivalent  to  the  stand- 
ard promulgated  by  the  Secretary  as  described  in  paragraph  (4)  of 
this  subsection,  the  Secretary  is  authorized  to  find  that  all  institu- 
tions so  accredited  by  such  Secretary  comply  also  with  section 
1861(e)(6)  or  the  standard  described  in  such  paragraph  (4),  as  the 
case  may  be.  In  addition,  if  the  Secretary  finds  that  accreditation 
of  an  [institution  or  agency]  entity  by  the  American  Osteopathic 
Association  or  any  other  national  accreditation  body  provides  rea- 
sonable assurance  that  any  or  all  of  the  conditions  of  [section 
1861(e),  (j),  (o),  or  {My,1  section  1832(a)(2)(F)(iX  1861(e),  1861(jX 
1861(o),  or  1861(p)W(A)  or  (B),  paragraphs  (11)  and  (12)  of  section 
1861(s),  or  section  1861(aa)(2),  1861(cc)(2),  or  1861(dd)(2),  hospital  as 
the  case  may  be,  are  met,  he  may,  to  the  extent  he  deems  it  appro- 
priate, treat  such  [institution  or  agency]  entity  as  meeting  the 
condition  or  conditions  with  respect  to  which  he  made  such  finding. 
The  Secretary  may  not  disclose  any  accreditation  survey  made  and 
released  to  him  by  the  Joint  Commission  on  Accreditation  of  Hospi- 
tals, the  American  Osteopathic  Association,  or  any  other  national 
accreditation  body,  of  an  entity  accredited  by  such  body. 

******* 

AGREEMENTS  WITH  PROVIDERS  OF  SERVICES 

Sec.  1866.  (a)(1)  [Any  provider]  subject  to  paragraph  (4),  any 
provider  of  services  (except  a  fund  designated  for  purposes  of  sec- 
tion 1814(g)  and  section  1835(e))  shall  be  qualified  to  participate 
under  this  title  and  shall  be  eligible  for  payments  under  this  title  if 
it  files  with  the  Secretary  an  agreement — 

(A)  not  to  charge,  except  as  provided  in  paragraph  (2),  any 
individual  or  any  other  person  for  items  or  services  for  which 
such  individual  is  entitled  to  have  payment  made  under  this 
title  (or  for  which  he  would  be  so  entitled  if  such  provider  of 
services  had  complied  with  the  procedural  and  other  require- 
ments under  or  pursuant  to  this  title  or  for  which  such  provid- 
er is  paid  pursuant  to  the  provisions  of  section  1814(e)), 

(B)  not  to  charge  any  individual  or  any  other  person  for 
items  or  services  for  which  such  individual  is  not  entitled  to 
have  payment  made  under  this  title  because  payment  for  ex- 
penses incurred  for  such  items  or  services  may  not  be  made  by 
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reason  of  the  provisions  of  paragraph  (1)  or  (9)  of  section 
1862(a),  but  only  if  (i)  such  individual  was  without  fault  in  in- 
curring such  expenses  and  (ii)  the  Secretary's  determination 
that  such  payment  may  not  be  made  for  such  items  and  serv- 
ices was  made  after  the  third  year  following  the  year  in  which 
notice  of  such  payment  was  sent  to  such  individual;  except  that 
the  Secretary  may  reduce  such  three-year  period  to  not  less 
than  one  year  if  he  finds  such  reduction  is  consistent  with  the 
objectives  of  this  title, 

(C)  to  make  adequate  provision  for  return  (or  other  disposi- 
tion, in  accordance  with  regulations)  of  any  moneys  incorrectly 
collected  from  such  individual  or  other  person, 

(D)  to  promptly  notify  the  Secretary  of  its  employment  of  an 
individual  who,  at  any  time  during  the  year  preceding  such 
employment,  was  employed  in  a  managerial,  accounting,  audit- 
ing, or  similar  capacity  (as  determined  by  the  Secretary  by  reg- 
ulation) by  an  agency  or  organization  which  serves  as  a  fiscal 
intermediary  or  carrier  (for  purposes  of  part  A  or  part  B,  or 
both,  of  this  title)  with  respect  to  the  provider, 

(E)  to  release  data  with  respect  to  patients  of  such  provider 
upon  request  to  an  organization  having  a  contract  with  the 
Secretary  under  part  B  of  title  XI  as  may  be  necessary  (i)  to 
allow  such  organization  to  carry  out  its  functions  under  such 
contract,  or  (ii)  to  allow  such  organization  to  carry  out  similar 
review  functions  under  any  contract  the  organization  may 
have  with  a  private  or  public  agency  paying  for  health  care  in 
the  same  area  with  respect  to  patients  who  authorize  release  of 
such  data  for  such  [purposes]  purposes, 

(F)  in  the  case  of  hospitals  which  provide  inpatient  hospital 
services  for  which  payment  may  be  made  under  subsection  [(c) 
or  (d)]  (b),  (c),  or  (d)  of  section  1886,  to  maintain  an  agreement 
with  a  professional  standards  review  organization  (if  there  is 
such  an  organization  in  existence  in  the  area  in  which  the  hos- 
pital is  located  as  of  July  1,  1983)  or  a  utilization  and  quality 
control  peer  review  organization  (if  there  is  such  an  organiza- 
tion which  has  a  contract  with  the  Secretary  under  part  B  of 
title  XI  for  the  area  in  which  the  hospital  is  located)  under 
which  the  organization  will  perform  functions  under  that  part 
with  respect  to  the  review  of  the  validity  of  diagnostic  informa- 
tion provided  by  such  hospital,  the  completeness,  adequacy, 
and  quality  of  care  provided,  the  appropriateness  of  admissions 
and  discharges,  and  the  appropriateness  of  care  provided  for 
which  additional  payments  are  sought  under  section  1886(d)(5), 
with  respect  to  inpatient  hospital  services  for  which  payment 
may  be  made  under  part  A  of  this  title  (and  for  purposes  of 
payment  under  this  title,  the  cost  of  such  agreement  to  the 
hospital  shall  be  considered  a  cost  incurred  by  such  hospital  in 
providing  inpatient  services  under  part  A,  and  (i)  shall  be  paid 
directly  by  the  Secretary  to  such  organization  on  behalf  of  such 
hospital  in  accordance  with  a  rate  per  review  established  by 
the  Secretary,  (ii)  shall  be  transferred  from  the  Federal  Hospi- 
tal Insurance  Trust  Fund,  without  regard  to  amounts  appropri- 
ated in  advance  in  appropriation  Acts,  in  the  same  manner  as 
transfers  are  made  for  payment  for  services  provided  directly 
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to  beneficiaries,  (iii)  shall  be  not  less  than  an  amount  which  re- 
flects the  rates  per  review  established  in  fiscal  year  1982  for 
both  direct  and  administrative  costs  (adjusted  for  inflation), 
and  (iv)  shall  not  be  less  in  the  aggregate  for  a  fiscal  year  than 
the  aggregate  amount  expended  in  fiscal  year  1982  for  direct 
and  administrative  costs  (adjusted  for  inflation)  of  such  re- 
views, 

(2)(A)  A  provider  of  services  may  charge  such  individual  or 
other  person  (i)  the  amount  of  any  deduction  or  coinsurance 
amount  imposed  pursuant  to  section  1813(a)(1),  (a)(3),  or  (a)(4)  sec- 
tion 1833(b),  or  section  1861(y)(3)  with  respect  to  such  items  and 
services  (not  in  excess  of  the  amount  customarily  charged  for  such 
items  and  services  by  such  provider),  and  (ii)  an  amount  equal  to  20 
per  centum  of  the  reasonable  charges  for  such  items  and  services 
(not  in  excess  of  20  per  centum  of  the  amount  customarily  charged 
for  such  items  and  services  by  such  provider)  for  which  payment  is 
made  under  part  B  (but  in  the  case  of  items  and  services  furnished 
to  individuals  with  end-stage  renal  disease,  an  amount  equal  to  20 
percent  of  the  estimated  amounts  for  such  items  and  services  calcu- 
lated on  the  basis  established  by  the  Secretary).  In  the  case  of 
items  and  services  described  in  section  1833(c),  clause  (ii)  of  the  pre- 
ceding sentence  shall  be  applied  by  substituting  for  20  percent  the 
proportion  which  is  appropriate  under  such  section.  A  provider  of 
services  may  not  impose  a  charge  under  clause  (ii)  of  the  first  sen- 
tence of  this  subparagraph  with  respect  to  items  and  services  de- 
scribed in  section  1861(s)(10)  and  with  respect  to  diagnostic  labora- 
tory tests  for  which  payment  is  made  under  part  B. 

******* 

(4XA)  A  hospital  shall  be  qualified  to  participate  under  this  title 
and  shall  be  eligible  for  payments  under  this  title  only  if  it  provides 
(in  the  agreement  filed  with  the  Secretary  under  paragraph  (1))  that 
any  physician  who — 

(i)  is  on  the  medical  staff  of  the  hospital  (courtesy  or  other- 
wise) and 

(ii)  furnishes  services  to  inpatients  in  the  hospital, 

must  enter  into  an  agreement  described  in  subparagraph  (B)  in  a 

manner  established  by  the  Secretary. 

(B)  A  physician 's  agreement  referred  to  in  subparagraph  (A)  is 
an  agreement  by  the  physician  not  to  impose  any  charge  or  re- 
ceive payment  for  any  services  which  are  furnished  to  an  inpa- 
tient in  the  hospital  for  which  payment  may  be  made  under 
part  B  except  on  the  basis  of  an  assignment  in  section 
1842(b)(3)(B)(ii)  or  under  the  procedure  described  in  section 
1870(f)(1). 

(b)  An  agreement  with  the  Secretary  under  this  section  may  be 
terminated — 

(1)  by  the  provider  of  services  at  such  time  and  upon  such 
notice  to  the  Secretary  and  the  public  as  may  be  provided  in 
regulations,  except  that  notice  of  more  than  6  months  shall  not 
be  required,  or 
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(2)  by  the  Secretary  at  such  time  and  upon  such  reasonable 
notice  to  the  provider  of  services  and  the  public  as  may  be 
specified  in  regulations,  but  only  after  the  Secretary  has  deter- 
mined (A)  that  such  provider  of  services  is  not  complying  sub- 
stantially with  the  provisions  of  such  agreement,  or  with  the 
provisions  of  this  title  and  regulations  thereunder,  or  (B)  that 
such  provider  of  services  no  longer  substantially  meets  the  ap- 
plicable provisions  of  section  1861,  or  (C)  that  such  provider  of 
services  has  failed  (i)  to  provide  such  information  as  the  Secre- 
tary finds  necessary  to  determine  whether  payments  are  or 
were  due  under  this  title  and  the  amounts  thereof,  or  has  re- 
fused to  permit  such  examination  of  its  final  and  other  records 
by  or  on  behalf  of  the  Secretary  as  may  be  necessary  to  verify 
such  information,  or  (ii)  to  supply  (within  such  period  as  may 
be  specified  by  the  Secretary  in  regulations)  upon  request  spe- 
cifically addressed  to  such  provider  by  the  Secretary  (I)  full 
and  complete  information  as  to  the  ownership  of  a  subcontrac- 
tor (as  defined  by  the  Secretary  in  regulations)  with  whom 
such  provider  has  had,  during  the  previous  twelve  months, 
business  transactions  in  an  aggregate  amount  in  excess  of 
$25,000,  and  (II)  full  and  complete  information  as  to  any  sig- 
nificant business  transactions  (as  defined  by  the  Secretary  in 
regulations),  occurring  during  the  five-year  period  ending  on 
the  date  of  such  request,  between  such  provider  and  any 
wholly  owned  supplier  or  between  such  provider  and  any  sub- 
contractor, or  (D)  that  such  provider  has  made  or  caused  to  be 
made,  any  false  statement  or  representation  of  a  material  fact 
for  use  in  an  application  for  payment  under  this  title  or  for  use 
in  determining  the  right  to  a  payment  under  this  title  or  (E) 
that  such  provider  has  submitted,  or  caused  to  be  submitted, 
requests  for  payment  under  this  title  of  amounts  for  rendering 
services  substantially  in  excess  of  the  costs  incurred  by  such 
provider  for  rendering  such  services,  or  (F)  that  such  provider 
has  furnished  services  or  supplies  which  are  determined  by  the 
Secretary  to  be  substantially  in  excess  of  the  needs  of  individ- 
uals or  to  be  of  a  quality  which  fails  to  meet  professionally  rec- 
ognized standards  of  health  care,  or  (G)  that  such  provider  (at 
the  time  the  agreement  was  entered  into)  did  not  fully  and  ac- 
curately make  any  disclosure  required  of  it  by  section  1126(a), 
or  that  any  person  who  has  a  direct  or  indirect  ownership  or 
control  interest  of  5  percent  of  more  in  such  provider,  or  who  is 
an  officer,  director,  agent,  or  managing  employee  (as  defined  in 
section  1126(h))  of  such  provider,  is  a  person  described  in  section 
1126(a)(2),  or  (H)  that  such  provider  (in  the  case  of  a  hospital)  is 
not  complying  with  the  provisions  of  the  agreement  specified  in 
subsection  (a)(4). 

[THE  INDENTATIONS  OF  THE  FOLLOWING  PARAGRAPHS 
ARE  REALIGNED  BY  THE  BILL  TO  CONFORM  TO  THE 
PRECEDING  PARAGRAPH] 

Any  termination  shall  be  applicable — 

(3)  in  the  case  of  inpatient  hospital  services  (including  [tu- 
berculosis hospital  services  andj  inpatient  psychiatric  hospital 
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services)  or  post-hospital  extended  care  services,  with  respect 
to  services  furnished  after  the  effective  date  of  such  termina- 
tion, except  that  payment  may  be  made  for  up  to  thirty  days 
with  respect  to  inpatient  insitutional  services  furnished  to  any 
eligible  individual  who  was  admitted  to  such  institution  prior 
to  the  effective  date  of  such  termination. 

(4)  (A)  with  respect  to  home  health  services  or  hospice  care 
furnished  to  an  individual  under  a  plan  therefor  established  on 
or  after  the  effective  date  of  such  termination,  or  (B)  if  a  plan 
is  established  before  such  effective  date,  with  respect  to  such 
services  furnished  to  such  individual  after  [the  calendar  year 
in  which  J  30  days  after  such  termination  is  effective,  and 

(5)  with  respect  to  any  other  items  and  services  furnished  on 
or  after  the  effective  date  of  such  termination. 

******* 

(d)  If  the  Secretary  finds  that  there  is  a  substantial  failure  to 
make  timely  review  in  accordance  with  section  1861(k)  of  long-stay 
cases  in  a  hospital  or  skilled  nursing  facility,  he  may,  in  lieu  of  ter- 
minating his  agreement  with  such  hospital  or  facility,  decide  that, 
with  respect  to  any  individual  admitted  to  such  hospital  or  facility 
after  a  subsequent  date  specified  by  him,  no  payment  shall  be 
made  under  this  title  for  inpatient  hospital  services  (including  [in- 
patient tuberculosis  hospital  services  and]  inpatient  psychiatric 
hospital  services)  after  the  20th  day  of  a  continuous  period  of  such 
services  or  for  post-hospital  extended  care  services  after  such  day 
of  a  continuous  period  of  such  care  as  is  prescribed  in  or  pursuant 
to  regulations,  as  the  case  may  be.  Such  decision  may  be  made  ef- 
fective only  after  such  notice  to  the  hospital,  or  (in  the  case  of  a 
skilled  nursing  facility)  to  the  facility  and  the  hospital  or  hospitals 
with  which  it  has  a  transfer  agreement,  and  to  the  public,  as  may 
be  prescribed  by  regulations,  and  its  effectiveness  shall  terminate 
when  the  Secretary  finds  that  the  reason  therefor  has  been  re- 
moved and  that  there  is  reasonable  assurance  that  it  will  not 
recur.  The  Secretary  shall  not  make  any  such  decision  except  after 
reasonable  notice  and  opportunity  for  hearing  to  the  institution  or 
agency  affected  thereby. 

******* 

(g)(1)  The  Secretary  shall,  through  the  Commissioner  of  the  Food 
and  Drug  Administration,  provide  for  a  registry  of  all  cardiac  pace- 
maker devices  and  pacemaker  leads  for  which  payment  was  made 
under  this  title.  Such  registry  shall  include  the  manufacturer, 
model,  serial  number,  and  manufacturer's  price  of  each  such  device 
or  lead,  the  name  of  the  recipient  of  such  device  or  lead,  the  date 
and  location  of  the  implantation  or  removal  of  the  device  or  lead, 
the  name  of  the  physician  involved  in  implanting  or  removing  such 
device  or  lead,  the  name  of  the  hospital  or  other  provider  billing  of 
such  procedure,  any  express  or  implied  warranties  associated  with 
such  device  or  lead  under  contract  or  State  law,  and  such  other  in- 
formation as  the  Secretary  deems  to  be  appropriate.  Such  registry 
shall  be  for  the  purposes  of  assisting  the  Secretary  in  determining 
when  payments  may  properly  be  made  under  this  title,  determining 
when  inspection  by  the  Food  and  Drug  Administration  may  be  nec- 


1263 


essary  under  paragraph  (2X  and  casrrying  out  studies  with  respect  to 
the  use  of  such  devices  and  leads.  In  carrying  out  any  such  study, 
the  Secretary  may  not  reveal  any  specific  information  which  identi- 
fies any  pacemaker  device  or  lead  recipient  by  name  (or  which 
would  otherwise  identify  a  specific  recipient).  Any  person  or  organi- 
zation may  provide  information  to  the  registry  with  respect  to  cardi- 
ac pacemaker  devices  and  leads  other  than  those  for  which  payment 
is  made  under  this  title. 

(2)  In  any  case  where  the  Secretary  has  reason  to  believe,  based 
upon  information  in  the  pacemaker  registry  or  otherwise  available 
to  him,  that  replacement  of  a  cardiac  pacemaker  device  or  lead  for 
which  payment  is  or  may  be  requested  under  this  title  is  related  to 
the  malfunction  of  a  device  or  lead,  the  Secretary  may  require  that 
personnel  of  the  Food  and  Drug  Administration  test  such  device,  or 
be  present  at  the  testing  of  such  device  by  the  manufacturer,  to  de- 
termine whether  such  device  was  functioning  properly. 

HEALTH  INSURANCE  BENEFITS  ADVISORY  COUNCIL 

[Sec.  1867.  (a)  There  is  hereby  created  a  Health  Insurance  Bene- 
fits Advisory  Council  which  shall  consist  of  19  persons,  not  other- 
wise in  the  employ  of  the  United  States,  appointed  by  the  Secre- 
tary without  regard  to  the  provisions  of  title  5,  United  States  Code, 
governing  appointments  in  the  competitive  services.  The  Secretary 
shall  from  time  to  time  appoint  one  of  the  members  to  serve  as 
Chairman.  The  members  shall  include  persons  who  are  outstanding 
in  fields  related  to  hospital,  medical,  and  other  health  activities, 
persons  who  are  representative  of  organizations  and  associations  of 
professional  personnel  in  the  field  of  medicine,  and  at  least  one 
person  who  is  representative  of  the  general  public.  Each  member 
shall  hold  office  for  a  term  of  four  years,  except  that  any  member 
appointed  to  fill  a  vacancy  occurring  prior  to  the  expiration  of  the 
term  for  which  his  predecessor  was  appointed  shall  be  appointed 
for  the  remainder  of  such  term.  A  member  shall  not  be  eligible  to 
serve  continuously  for  more  than  two  terms.  Members  of  the  Advi- 
sory Council,  while  attending  meetings  or  conferences  thereof  or 
otherwise  serving  on  business  of  the  Advisory  Council,  shall  be  en- 
titled to  receive  compensation  at  rates  fixed  by  the  Secretary,  but 
not  exceeding  $100  per  day,  including  traveltime,  and  while  so 
serving  away  from  their  homes  or  regular  places  of  business  they 
may  be  allowed  travel  expenses,  including  per  diem  in  lieu  of  sub- 
sistence, as  authorized  by  section  5703  of  title  5,  United  States 
Code,  for  persons  in  the  Government  service  employed  intermit- 
tently. The  Advisory  Council  shall  meet  as  the  Secretary  deems 
necessary,  but  not  less  than  annually. 

[(b)  It  shall  be  the  function  of  the  Advisory  Council  to  provide 
advice  and  recommendations  for  the  consideration  of  the  Secretary 
on  matters  of  general  policy  with  respect  to  this  title  and  title 
XIX.] 
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determinations;  appeals 

Sec.  1869.  (a)  The  determination  of  whether  an  individual  is  enti- 
tled to  benefits  under  part  A  or  part  B,  and  the  determination  of 
the  amount  of  benefits  under  part  A,  shall  be  made  by  the  Secre- 
tary in  accordance  with  regulations  prescribed  by  him. 

(b)(1)  Any  individual  dissatisfied  with  any  determination  under 
subsection  (a)  as  to — 

(A)  whether  he  meets  the  conditions  of  section  226  of  this 
Act  or  section  103  of  the  Social  Security  Amendments  of  1965, 
or 

(B)  whether  he  is  eligible  to  enroll  and  has  enrolled  pursuant 
to  the  provisions  of  part  B  of  this  title  [or  section  1818,  or  sec- 
tion 1819]  or  section  1818,  or 

(C)  the  amount  of  benefits  under  part  A  (including  a  determi- 
nation where  such  amount  is  determined  to  be  zero) 

shall  be  entitled  to  a  hearing  thereon  by  the  Secretary  to  the  same 
extent  as  is  provided  in  section  205(b)  and  to  judicial  review  of  the 
Secretary's  final  decision  after  such  hearing  as  is  provided  in  sec- 
tion 205(g). 

******* 

APPLICATION  OF  CERTAIN  PROVISIONS  OF  TITLE  II 

Sec.  1872.  The  provisions  of  sections  [206,]  206  and  2160*),  and 
of  subsections  (a),  (d),  (e),  [(f),]  (h),  (i),  (j),  (k),  and  (1)  of  section  205 
shall  also  apply  with  respect  to  this  title  to  the  same  extent  as  they 
are  applicable  with  respect  to  title  II. 

*«**«*« 

STUDIES  AND  RECOMMENDATIONS 

Sec.  1875.  (a)  The  Secretary  shall  carry  on  studies  and  develop 
recommendations  to  be  submitted  from  time  to  time  to  the  Con- 
gress relating  to  health  care  of  the  aged  and  disabled,  including 
studies  and  recommendations  concerning  (1)  the  adequacy  of  exist- 
ing personnel  and  facilities  for  health  care  for  purposes  of  the  pro- 
grams under  parts  A  and  B;  (2)  methods  for  encouraging  the  fur- 
ther development  of  efficient  and  economical  forms  of  health  care 
which  are  a  constructive  alternative  to  inpatient  hospital  care;  and 
(3)  the  effects  of  the  deductibles  and  coinsurance  provisions  upon 
beneficiaries,  persons  who  provide  health  services,  and  the  financ- 
ing of  the  program. 

(b)  The  Secretary  shall  make  a  continuing  study  of  the  operation 
and  administration  of  the  insurance  programs  under  parts  A  and  B 
(including  a  validation  of  the  accreditation  process  of  the  Joint 
Commission  on  [the]  Accreditation  of  Hospitals,  the  operation 
and  administration  of  health  maintenance  organizations  authorized 
by  section  226  of  the  Social  Security  Amendments  of  1972,  the  ex- 
periments and  demonstration  projects  authorized  by  section  402  of 
the  Social  Security  Amendments  of  1967,  and  the  experiments  and 
demonstration  projects  authorized  by  section  222(a)  of  the  Social 
Security  Amendments  of  1972),  and  shall  transmit  to  the  Congress 
annually  a  report  concerning  the  operation  of  such  programs. 
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PAYMENTS  TO  HEALTH  MAINTENANCE  ORGANIZATIONS  AND 
COMPETITIVE  MEDICAL  PLANS 

Sec.  1876.  (a)(1)(A)*  *  * 

******* 

(b)  For  purposes  of  this  section,  the  term  ''eligible  organization" 
means  a  public  or  private  entity  (which  may  be  a  health  mainte- 
nance organization  or  a  competitive  medical  plan),  organized  under 
the  laws  of  any  State,  which — 

(1)  is  a  qualified  health  maintenance  organization  (as  defined 
in  section  1310(d)  of  the  Public  Health  Service  Act),  or 

(2)  meets  the  fllowing  requirements: 

(A)  The  entity  provides  to  enrolled  members  at  least  the 
following  health  care  services: 

(i)  Physicians'  services  performed  by  phsicians  (as 
defined  in  section  1861(r)(l)). 

(ii)  Inpatient  hosptial  services. 

(iii)  Laboratory,  X-ray,  emergency,  and  preventative 
services. 

(iv)  Out-of-area  coverage. 

(B)  The  entity  is  compensated  (except  for  deductibles,  co- 
insurance, and  copayments)  for  the  provision  of  health 
care  services  to  enrolled  members  by  a  payment  which  is 
paid  on  a  periodic  basis  without  regard  to  the  date  the 
health  care  services  are  provided  and  which  is  fixed  with- 
out regard  to  the  frequency,  extent,  or  kind  of  health  care 
service  actually  provided  to  a  member. 

(C)  The  entity  provides  physicians'  services  primary  (i) 
directly  through  physicians  who  are  either  employees  or 
partners  of  such  organizations,  or  (ii)  through  contracts 
with  individual  physicians  or  one  or  more  groups  of  physi- 
cians (organized  on  a  group  practice  or  individual  practice 
basis). 

(D)  The  entity  assumes  full  financial  risk  on  a  prospec- 
tive basis  for  the  provisions  of  the  health  care  services 
listed  in  [paragraph  (1)3  subparagraph  (A),  except  that 
such  entity  may— 

(1)  obtain  insurance  or  make  other  arangements  for 
the  cost  of  providing  to  any  enrolled  member  health 
care  services  listed  in  subparagraph  (A)  the  aggregate 
value  of  which  exceeds  $5,000  in  any  year, 

(ii)  obtain  insurance  or  make  other  arrangements 
for  the  costs  of  health  care  services  listed  in  subpara- 
graph (A)  provided  to  its  enrolled  members  other  than 
through  the  entity  because  medical  necessity  required 
their  provision  before  they  could  be  secured  through 
the  entity, 

(iii)  obtain  insurance  or  make  other  arrangements 
for  not  more  than  90  percent  of  the  amount  by  which 
its  costs  for  any  of  its  fiscal  years  exceed  115  percent 
of  its  income  for  such  fiscal  year,  and 

(iv)  make  arrangements  with  physicians  or  other 
health  professionals,  health  care  institutions,  or  any 
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combination  of  such  individuals  or  institutions  to 
assume  all  or  part  of  the  financial  risk  on  a  prospec- 
tive basis  for  the  provision  of  basic  health  services  by 
the  physicians  or  other  health  professionals  or 
through  the  institutions. 

♦  ***♦*♦ 

(c)(1)  The  Secretary  may  not  enter  into  a  contract  under  this  sec- 
tion with  an  eligible  organization  unless  it  meets  the  requirements 
of  this  subsection  (e)  with  respect  to  members  enrolled  under  this 
section. 

(2)  The  organization  must  provide  to  members  enrolled  under 
this  section,  through  providers  and  other  persons  that  meet  the  ap- 
plicable requirements  of  this  title  and  part  A  of  title  XI — 

(A)  Only  those  services  covered  under  parts  A  and  B  of  this 
title,  for  those  members  entitled  to  benefits  under  part  A  and 
enrolled  under  part  B,  or 

(B)  only  those  services  covered  under  part  B,  for  those  mem- 
bers enrolled  only  under  such  part, 

which  are  available  to  individuals  residing  in  the  geographic  area 
served  by  the  organization,  except  that  (i)  the  organization  may 
provide  such  members  with  such  additional  health  care  services  as 
the  members  may  elect,  at  their  option,  to  have  covered,  and  (ii)  in 
the  case  of  an  organization  with  a  risk-sharing  contract,  the  organi- 
zation may  provide  such  members  with  such  additional  health  care 
services  as  the  Secretary  may  approve.  The  Secretary  shall  approve 
any  such  additional  health  care  services  which  the  organization 
proposes  to  offer  to  such  members,  unless  the  Secretary  determines 
that  including  such  additional  services  will  substantially  discour- 
age enrollment  by  covered  individuals  with  the  organization. 

(3)  (A)  (i)  Each  eligible  organization  must  have  an  open  enroll- 
ment period,  for  the  enrollment  of  individuals  under  this  section,  of 
at  least  30  days  duration  every  year  and  including  the  30-day 
period  specified  under  clause  (ii),  and  must  provide  that  at  any 
time  during  which  enrollments  are  accepted,  the  organization  will 
accept  up  to  the  limits  of  its  capacity  (as  determined  by  the  Secre- 
tary) and  without  restrictions,  except  as  may  be  authorized  in  regu- 
lations, individuals  who  are  eligible  to  enroll  under  subsection  (d) 
in  the  order  in  which  they  apply  for  enrollment,  unless  to  do  so 
would  result  in  failure  to  meet  the  requirements  of  subsection  (f)  or 
would  result  in  the  enrollment  of  enrollees  substantially  nonrepre- 
sentative,  as  determined  in  accordance  with  regulations  of  the  Sec- 
retary, of  the  population  in  the  geographic  area  served  by  the  orga- 
nization. 

(ii)  For  each  area  served  by  more  than  one  eligible  organization 
under  this  section,  the  Secretary  (after  consultation  with  such  orga- 
nizations) shall  establish  a  single  30-day  period  each  year  during 
which  all  eligible  organizations  serving  the  area  must  provide  for 
open  enrollment  under  this  section.  The  Secretary  shall  determine 
annual  per  capita  rates  under  subsection  (a)(1)(A)  in  a  manner  that 
assures  that  individuals  enrolling  during  such  a  30-day  period  will 
not  have  premium  charges  increased  or  any  additional  benefits  de- 
creased during  the  12-month  enrollment  period  for  which  the  indi- 
vidual is  enrolling.  An  eligible  organization  may  provide  for  such 
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other  open  enrollment  period  or  periods  as  it  deems  appropriate  con- 
sistent with  this  section. 

******* 

PROVIDER  REIMBURSEMENT  REVIEW  BOARD 

Sec.  1878.  (a)  *  *  * 

******* 

(c)  At  such  hearing,  the  provider  of  services  shall  have  the  right 
to  be  represented  by  counsel,  to  introduce  evidence,  and  to  examine 
and  cross-examine  witnesses.  Evidence  may  be  received  at  any  such 
hearing  even  though  [inadmissable]  inadmissible  under  rules  of 
evidence  applicable  to  court  procedure. 

(d)  A  decision  by  the  Board  shall  be  based  upon  the  record  made 
at  such  hearing,  which  shall  include  the  evidence  considered  by  the 
intermediary  and  such  other  evidence  as  may  be  obtained  or  re- 
ceived by  the  Board,  and  shall  be  supported  by  substantial  evidence 
when  the  record  is  viewed  as  a  whole.  The  Board  shall  have  the 
power  to  affirm,  modify,  or  reverse  a  final  determination  of  the 
fiscal  intermediary  with  respect  to  a  cost  report  and  to  make  any 
other  revisions  on  matters  covered  by  such  cost  report  (including 
revisions  adverse  to  the  provider  of  services)  even  though  such  mat- 
ters were  not  considered  by  the  intermediary  in  making  such  final 
determination. 

(e)  The  Board  shall  have  full  power  and  authority  to  make  rules 
and  establish  procedures,  not  inconsistent  with  the  provisions  of 
this  title  or  regulations  of  the  Secretary,  which  are  necessary  or 
appropriate  to  carry  out  the  provisions  of  this  section.  In  the  course 
of  any  hearing  the  Board  may  administer  oaths  and  affirmations. 
The  provisions  of  subsections  (d),  (e),  and  [(f),]  of  section  205  with 
respect  to  subpenas  shall  apply  to  the  Board  to  the  same  extent  as 
they  apply  to  the  Secretary  with  respect  to  title  II. 

(f)  (1)  A  decision  of  the  Board  shall  be  final  unless  the  Secretary, 
on  his  own  motion,  and  within  60  days  after  the  provider  of  serv- 
ices is  notified  of  the  Board's  decision,  reverses,  affirms,  or  modifies 
the  Board's  decision.  Providers  shall  have  the  right  to  obtain  judi- 
cial review  of  any  final  decision  of  the  Board,  or  of  any  reversal, 
affirmance,  or  modification  by  the  Secretary,  by  a  civil  action  com- 
menced within  60  days  of  the  date  on  which  notice  of  any  final  de- 
cision by  the  Board  or  of  any  reversal,  affirmance,  or  modification 
by  the  Secretary  is  received.  Providers  shall  also  have  the  right  to 
obtain  judicial  review  of  any  action  of  the  fiscal  intermediary 
which  involves  a  question  of  law  or  regulations  relevant  to  the 
matters  in  controversy  whenever  the  Board  determines  (on  its  own 
motion  or  at  the  request  of  a  provider  of  services  as  described  in 
the  following  sentence)  that  it  is  without  authority  to  decide  the 
question,  by  a  civil  action  commenced  within  sixty  days  of  the  date 
on  which  such  determination  is  rendered.  If  a  provider  of  services 
may  obtain  a  hearing  under  subsection  (a)  and  has  filed  a  request 
for  such  a  hearing,  such  provider  may  file  a  request  for  a  determi- 
nation by  the  Board  of  its  authority  to  decide  the  question  of  law  or 
regulations  relevant  to  the  matters  in  controversy  (accompanied  by 
such  documents  and  materials  as  the  Board  shall  require  for  pur- 
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poses  of  rendering  such  determination).  The  Board  shall  render 
such  determination  in  writing  within  thirty  days  after  the  Board 
receives  the  request  and  such  accompanying  documents  and  mate- 
rials, and  the  determination  shall  be  considered  a  final  decision 
and  not  subject  to  review  by  the  Secretary.  If  the  Board  fails  to 
render  such  determination  within  such  period,  the  provider  may 
bring  a  civil  action  (within  sixty  days  of  the  end  of  such  period) 
with  respect  to  the  matter  in  controversy  contained  in  such  request 
for  a  hearing.  Such  action  shall  be  brought  in  the  district  court  of 
the  United  States  for  the  judicial  district  in  which  the  provider  is 
located  (or,  in  an  action  brought  jointly  by  several  providers,  the 
judicial  district  in  which  the  greatest  number  of  such  providers  are 
located)  or  in  the  District  Court  for  the  District  of  Columbia  and 
shall  be  tried  pursuant  to  the  applicable  provisions  under  chapter  7 
of  title  5,  United  States  Code,  notwithstanding  any  other  provisions 
in  section  205.  Any  appeal  to  the  Board  or  action  for  judicial 
review  by  providers  which  are  under  common  ownership  or  control 
or  which  have  obtained  a  hearing  under  subsection  (b)  must  be 
brought  buy  such  providers  as  a  group  with  respect  to  any  matter 
involving  an  issue  common  to  such  providers. 

MEDICARE  COVERAGE  FOR  END  STAGE  RENAL  DISEASE  PATIENTS 

Sec.  1881.  (a)  The  benefits  provided  by  parts  A  and  B  of  this  title 
shall  include  benefits  for  individuals  who  have  been  determined  to 
have  [end-stage]  end  stage  renal  disease  as  provided  in  section 
226A,  and  benefits  for  kidney  donors  as  provided  in  subsection  (d) 
of  this  section.  Notwithstanding  any  other  provision  of  this  title, 
the  type,  duration,  and  scope  of  the  benefit  provided  by  parts  A 
and  B  with  respect  to  individuals  who  have  been  determined  to 
have  [end-stage]  end  stage  renal  disease  and  who  are  entitled  to 
such  benefits  without  regard  to  section  226A  shall  in  no  case  be 
less  than  the  type,  duration,  and  scope  of  the  benefits  so  provided 
for  individuals  entitled  to  such  benefits  solely  by  reason  of  that  sec- 
tion. 

(b)(1)  Payments  under  this  title  with  respect  to  services,  in  addi- 
tion to  services  for  which  payment  would  otherwise  be  made  under 
this  title,  furnished  to  individuals  who  have  been  determined  to 
have  [end-stage]  end  stage  renal  disease  shall  include  (A)  pay- 
ments on  behalf  of  such  individuals  to  providers  of  services  and 
renal  dialysis  facilities  which  meet  such  requirements  as  the  Secre- 
tary shall  by  regulation  prescribe  for  institutional  dialysis  services 
and  supplies  (including  self-dialysis  services  in  a  self-care  dialysis 
unit  maintained  by  the  provider  or  facility),  transplantation  serv- 
ices, self-care  home  dialysis  support  services  which  are  furnished 
by  the  provider  or  facility,  and  routine  professional  services  per- 
formed by  a  physician  during  a  maintenance  dialysis  episode  if 
payments  for  his  other  professional  services  furnished  to  an  indi- 
vidual who  has  [end-stage]  end  stage  renal  disease  are  made  on 
the  basis  specified  in  paragraph  (3)(A)  of  this  subsection,  and  (B) 
payments  to  or  on  behalf  of  such  individuals  for  home  dialysis  sup- 
plies and  equipment.  The  requirements  prescribed  by  the  Secretary 
under  subparagraph  (A)  shall  include  requirements  for  a  minimum 
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utilization  rate  for  covered  procedures  and  for  self-dialysis  training 
programs. 

(2)  (A)  With  respect  to  payments  for  dialysis  services  furnished  by 
providers  of  services  and  renal  dialysis  facilities  to  individuals  de- 
termined to  have  [end-stage]  end  stage  renal  disease  for  which 
payments  may  be  made  under  part  B  of  this  title,  such  payments 
(unless  otherwise  provided  in  this  section)  shall  be  equal  to  80  per- 
cent of  the  amounts  determined  in  accordance  with  subparagraph 
(B);  and  with  respect  to  payments  for  services  for  which  payments 
may  be  made  part  A  of  this  title,  the  amounts  of  such  payments 
(which  amounts  shall  not  exceed,  in  respect  to  costs  in  procuring 
organs  attributable  to  payments  made  to  an  organ  procurement 
agency  or  histocompatibility  laboratory,  the  costs  incurred  by  that 
agency  or  laboratory)  shall  be  determined  in  accordance  with  sec- 
tion 1861(v)  or  section  1886  (if  applicable.  Payments  shall  be  made 
to  a  renal  dialysis  facility  only  if  it  agrees  to  accept  such  payments 
as  payment  in  full  for  covered  services,  except  for  payment  by  the 
individual  of  20  percent  of  the  estimated  amounts  for  such  services 
calculated  on  the  basis  established  by  the  Secretary  under  subpara- 
graph (B)  and  the  deductible  amount  imposed  by  section  1833(b). 

(B)  The  Secretary  shall  prescribe  in  regulations  any  methods  and 
procedures  to  (i)  determine  the  costs  incurred  by  providers  of  serv- 
ices and  renal  dialysis  facilities  in  furnishing  covered  services  to  in- 
dividuals determined  to  have  [end-stage]  end  stage  renal  disease, 
and  (ii)  determine,  on  a  cost-related  basis  or  other  economical  and 
equitable  basis  (including  any  basis  authorized  under  section 
1861(v))  and  consistent  with  any  regulations  promulgated  under 
paragraph  (7),  the  amounts  of  payments  to  be  made  for  part  B  serv- 
ices furnished  by  such  providers  and  facilities  to  such  individuals. 

(C)  Such  regulations,  in  the  case  of  services  furnished  by  propri- 
etary providers  and  facilities  may  include,  if  the  Secretary  finds  it 
feasible  and  appropriate,  provision  for  recognition  of  a  reasonable 
rate  of  return  on  equity  capital,  providing  such  rate  of  return  does 
not  exceed  the  rate  of  return  stipulated  in  section  1861(v)(l)(B). 

(D)  For  purposes  of  section  1878,  a  renal  dialysis  facility  shall  be 
treated  as  a  provider  of  services. 

(3)  With  respect  to  payments  for  physicians'  services  furnished  to 
individuals  determined  to  have  [end-stage]  end  stage  renal  dis- 
ease, the  Secretary  shall  pay  80  percent  of  the  amounts  calculated 
for  such  services — 

(A)  on  a  reasonable  charge  basis  (but  may,  in  such  case, 
make  payment  on  the  basis  of  the  prevailing  charges  of  other 
physicians  for  comparable  services)  except  that  payment  may 
not  be  made  under  this  subparagraph  for  routine  services  fur- 
nished during  a  maintenance  dialysis  episode,  or 

(B)  on  a  comprehensive  monthly  fee  or  other  basis  (which  ef- 
fectively encourages  the  efficient  delivery  of  dialysis  services 
and  provides  incentives  for  the  increased  use  of  home  dialysis) 
for  an  aggregate  of  services  provided  over  a  period  of  time  (as 
defined  in  regulations). 

(4)  Pursuant  to  agreements  with  approved  providers  of  services 
and  renal  dialysis  facilities,  the  Secretary  may  make  payments  to 
such  providers  and  facilities  for  the  cost  of  home  dialysis  supplies 
and  equipment  and  self-care  home  dialysis  support  services  fur- 
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nished  to  patients  whose  self-care  home  dialysis  is  under  the  direct 
supervision  of  such  provider  or  facility,  on  the  basis  of  a  target  re- 
imbursement rate  (as  defined  in  paragraph  (6))  or  on  the  basis  of  a 
method  established  under  paragraph  (7). 

(5)  An  agreement  under  paragraph  (4)  shall  require,  in  accord- 
ance with  regulations  prescribed  by  the  Secretary,  that  the  provid- 
er or  facility  will — 

(A)  assume  full  responsibility  for  directly  obtaining  or  ar- 
ranging for  the  provision  of— 

(i)  such  medically  necessary  dialysis  equipment  as  is  pre- 
scribed by  the  attending  physican; 

(ii)  dialysis  equipment  maintenance  and  repair  services; 

(iii)  the  purchase  and  delivery  of  all  necessary  medical 
supplies;  and 

(iv)  where  necessary,  the  services  of  trained  home  dialy- 
sis aides; 

(B)  perform  all  such  administrative  functions  and  maintain 
such  information  and  records  as  the  Secretary  may  require  to 
verify  the  transactions  and  arrangements  described  in  subpara- 
graph (A); 

(C)  submit  such  cost  reports,  data,  and  information  as  the 
Secretary  may  require  with  respect  to  the  costs  incurred  for 
equipment,  supplies,  and  services  furnished  to  the  facility's 
home  dialysis  patient  population;  and 

(D)  provide  for  full  access  for  the  Secretary  to  all  such 
records,  data,  and  information  as  he  may  require  to  perform 
his  functions  under  this  section. 

(6)  The  Secretary  shall  establish,  for  each  calendar  year,  com- 
mencing with  January  1,  1979,  a  target  reimbursement  rate  for 
home  dialysis  which  shall  be  adjusted  for  regional  variations  in  the 
cost  of  providing  home  dialysis.  In  establishing  such  a  rate,  the  Sec- 
retary shall  include — 

(A)  the  Secretary's  estimate  of  the  cost  of  providing  medical- 
ly necessary  home  dialysis  supplies  and  equipment; 

(B)  an  allowance,  in  an  amount  determined  by  the  Secretary, 
to  cover  the  cost  of  providing  personnel  to  aid  in  home  dialysis; 
and 

(C)  an  allowance,  in  an  amount  determined  by  the  Secretary, 
to  cover  administrative  costs  and  to  provide  an  incentive  for 
the  efficient  delivery  of  home  dialysis; 

but  in  no  event  (except  as  may  be  provided  in  regulations  under 
paragraph  (7))  shall  such  target  rate  exceed  75  percent  of  the  na- 
tional average  payment,  adjusted  for  regional  variations,  for  main- 
tenance dialysis  services  furnished  in  approved  providers  and  facili- 
ties during  the  preceding  fiscal  year.  Any  such  target  rate  so  estab- 
lished shall  be  utilized,  without  renegotiation  of  the  rate,  through- 
out the  calendar  year  for  which  it  is  established.  During  the  last 
quarter  of  each  calendar  year,  the  Secretary  shall  establish  a  home 
dialysis  target  reimbursement  rate  for  the  next  calendar  year 
based  on  the  most  recent  data  available  to  the  Secretary  at  the 
time.  In  establishing  any  rate  under  this  paragraph,  the  Secretary 
may  utilize  a  competitive-bid  procedure,  a  prenegotiated  rate  proce- 
dure, or  any  other  procedure  (including  methods  established  under 
paragraph  7)  which  the  Secretary  determines  is  appropriate  and 
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feasible  in  order  to  carry  out  this  paragraph  in  an  effective  and  ef- 
ficient manner. 

(7)  The  Secretary  shall  provide  by  regulation  for  a  method  (or 
methods)  for  determining  prospectively  the  amounts  of  payments  to 
be  made  for  dialysis  services  furnished  by  providers  of  services  and 
renal  dialysis  facilities  to  individuals  in  a  facility  and  to  such  indi- 
viduals at  home.  Such  method  (or  methods)  shall  provide  for  the 
prospective  determination  of  a  rate  (or  rates)  for  each  mode  of  care 
based  on  a  single  composite  weighted  formula  (which  takes  into  ac- 
count the  mix  of  patients  who  receive  dialysis  services  at  a  facility 
or  at  home  and  the  relative  costs  of  providing  such  services  in  such 
settings)  for  hospital-based  facilities  and  such  a  single  composite 
weighted  formula  for  other  renal  dialysis  facilities,  or  based  on 
such  other  method  or  combination  of  methods  which  differentiate 
between  hospital-based  facilities  and  other  renal  dialysis  facilities 
and  which  the  Secretary  determines,  after  detailed  analysis,  will 
more  effectively  encourage  the  more  efficient  delivery  of  dialysis 
services  and  will  provide  greater  incentives  for  increased  use  of 
home  dialysis  than  through  the  single  composite  weighted  formu- 
las. The  Secretary  shall  provide  for  such  exceptions  to  such  meth- 
ods as  may  be  warranted  by  unusual  circumstances  (including  the 
special  circumstances  of  sole  facilities  located  in  isolated,  rural 
areas).  The  Secretary  may  provide  that  such  method  will  serve  in 
lieu  of  any  target  reimbursement  rate  that  would  be  established 
under  paragraph  (6). 

(8)  For  purposes  of  this  title,  the  term  "home  dialysis  supplies 
and  equipment"  means  medically  necessary  supplies  and  equip- 
ment (including  supportive  equipment)  required  by  an  individual 
suffering  from  [end-stage]  end  stage  renal  disease  in  connection 
with  renal  dialysis  carried  out  in  his  home  (as  defined  in  regula- 
tions), in  including  obtaining  installing,  and  maintaining  such 
equipment. 

(9)  For  purposes  of  title,  the  term  "self-care  home  dialysis  sup- 
port services",  to  the  extent  permitted  in  regulation,  means — 

(A)  periodic  monitoring  of  the  patient's  home  adaptation,  in- 
cluding visits  by  qualified  provider  or  facility  personnel  (as  de- 
fined in  regulations),  so  long  as  this  is  done  in  accordance  with 
a  plan  prepared  and  periodically  reviewed  by  a  professional 
team  (as  defined  in  regulations)  including  the  individual's  phy- 
sician; 

(B)  installation  and  maintenance  of  dialysis  equipment; 

(C)  testing  and  appropriate  treatment  of  the  water;  and 

(D)  such  additional  supportive  services  as  the  Secretary  finds 
appropriate  and  desirable. 

(10)  For  purposes  of  this  title,  the  term  "self-care  dialysis  unit" 
means  a  renal  dialysis  facility  or  a  distinct  part  of  such  facility  or 
of  a  provider  of  services,  which  has  been  approved  by  the  Secretary 
to  make  self-dialysis  services,  as  defined  by  the  Secretary  in  regula- 
tions, available  to  individuals  who  have  been  trained  for  self-dialy- 
sis. A  self-care  dialysis  unit  must,  at  a  minimum,  furnish  the  serv- 
ices, equipment  and  supplies  needed  for  self-care  dialysis,  have  pa- 
tient-staff ratios  which  are  appropriate  to  self-dialysis  (allowing  for 
such  appropriate  lesser  degree  of  ongoing  medical  supervision  and 
assistance  of  ancillary  personnel  than  is  required  for  full  care 
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maintenance  of  dialysis),  and  meet  such  other  requirements  as  the 
Secretary  may  prescribe  with  respect  to  the  quality  and  cost-effec- 
tiveness of  services. 

(c)(1)(A)  For  the  purpose  of  assuring  effective  and  efficient  admin- 
istration of  the  benefits  provided  under  this  section,  the  Secretary 
shall  establish,  in  accordance  with  such  criteria  as  he  finds  appro- 
priate, renal  disease  network  areas,  such  network  organizations  (in- 
cluding a  coordinating  council,  an  executive  committee  of  such 
council,  and  a  medical  review  board,  for  each  network  area)  as  he 
finds  necessary  to  accomplish  such  purpose,  and  a  national  end 
stage  renal  disease  medical  information  system.  The  Secretary  may 
by  regulations  provide  for  such  coordination  of  network  planning 
and  quality  assurance  activities  and  such  exchange  of  data  and  in- 
formation among  agencies  with  responsibilities  for  health  planning 
and  quality  assurance  activities  under  Federal  law  as  is  consistent 
with  the  economical  and  efficient  administration  of  this  section  and 
with  the  responsibilities  established  for  network  organizations 
under  this  section. 

(B)  At  least  one  patient  representative  shall  serve  as  a  member 
of  each  coordinating  council  and  executive  committee. 

(C)  The  Secretary  shall,  in  regulations,  prescribe  requirements 
with  respect  to  membership  in  network  organizations  by  individ- 
uals (and  the  relatives  of  such  individuals)  (i)  who  have  an  owner- 
ship or  control  interest  in  a  facility  or  provider  which  furnishes 
services  referred  to  in  section  1861(s)(2)(F),  or  (ii)  who  have  received 
remuneration  from  any  such  facility  or  provider  in  excess  of  such 
amounts  as  constitute  reasonable  compensation  for  services  (includ- 
ing time  and  effort  relative  to  the  provision  of  professional  medical 
services)  or  goods  supplied  to  such  facility  or  provider;  and  such  re- 
quirements shall  provide  for  the  definition,  disclosure,  and,  to  the 
maximum  extent  consistent  with  effective  administration,  preven- 
tion of  potential  or  actual  financial  or  professional  conflicts  of  in- 
terest with  respect  to  decisions  concerning  the  appropriateness, 
nature,  or  site  of  patient  care. 

(2)  The  network  organizations  of  each  network  shall  be  responsi- 
ble, in  addition  to  such  other  duties  and  functions  as  may  be  pre- 
scribed by  the  Secretary,  for — 

(A)  encouraging,  consistent  with  sound  medical  practice,  the 
use  of  those  treatment  settings  most  compatible  with  the  suc- 
cessful rehabilitation  of  the  patient; 

(B)  developing  criteria  and  standards  relating  to  the  quality 
and  appropriateness  of  patient  care;  and  network  goals  with 
respect  to  the  placement  of  patients  in  self-care  settings  and 
undergoing  or  preparing  for  transplantation; 

(C)  evaluating  the  procedure  by  which  faciities  and  providers 
in  the  network  assess  the  appropriateness  of  patients  for  pro- 
posed treatment  modalities; 

(D)  identifying  facilities  and  providers  that  are  not  cooperat- 
ing toward  meeting  network  goals  and  assisting  such  facilities 
and  providers  in  developing  appropriate  plans  for  correction; 
and 

(E)  submitting  an  annual  report  to  the  Secretary  on  July  1  of 
each  year  which  shall  include  a  full  statement  of  the  network's 
goals,  data  on  the  network's  performance  in  meeting  its  goals 
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(including  data  on  the  comparative  performance  of  facilities 
and  providers  with  respect  to  the  identification  and  placement 
of  suitable  candidates  in  self-care  settings  and  transplantation), 
identification  of  those  facilities  that  have  consistently  failed  to 
cooperate  with  network  goals,  and  recommendations  with  re- 
spect to  the  need  for  additional  or  alternative  services  or  facili- 
ties in  the  network  in  order  to  meet  the  network  goals,  includ- 
ing self-dialysis  training,  transplantation,  and  organ  procure- 
ment facilities. 

(3)  Where  the  Secretary  determines,  on  the  basis  of  the  data  con- 
tained in  the  network's  annual  report  and  such  other  relevant  data 
as  may  be  available  to  him,  that  a  facility  or  provider  has  consist- 
ently failed  to  cooperate  with  network  plans  and  goals,  he  may  ter- 
minate or  withhold  certification  of  such  facility  or  provider  (for 
purposes  of  payment  for  services  furnished  to  individuals  with  end 
stage  renal  disease)  until  he  determines  that  such  provider  or  fa- 
cility is  making  reasonable  and  appropriate  efforts  to  cooperate 
with  the  network's  plans  and  goals.  Where  the  Secretary  also  deter- 
mines that  the  facility's  or  provider's  failure  to  cooperate  with  the 
Secretary's  plans  and  goals  does  not  jeopardize  patient  health  or 
safety  or  justify  termination  of  certification,  the  Secretary  may,  in- 
stead of  terminating  or  withholding  certification  and  after  reason- 
able notice  to  the  provider  or  facility  and  to  the  public,  impose  such 
other  sanctions  as  may  be  appropriate,  which  sanctions  may  include 
denial  of  reimbursement  with  respect  to  some  or  all  patients  ad- 
mitted to  the  facility  after  the  date  of  the  notice  and  graduated  re- 
duction in  reimbursement  for  all  patients. 

(4)  The  Secretary  shall,  in  determining  whether  to  certify  addi- 
tional facilities  or  expansion  of  existing  facilities  within  a  network, 
take  into  account  the  network's  goals  and  performance  as  reflected 
in  the  network's  annual  report. 

(5)  The  Secretary,  after  consultation  with  appropriate  profession- 
al and  planning  organizations,  shall  provide  such  guidelines  with 
respect  to  the  planning  and  delivery  of  renal  disease  services  as  are 
necessary  to  assist  network  organizations  in  their  development  of 
their  respective  networks'  goals  to  promote  the  optimum  use  of 
self-dialysis  and  transplantation  by  suitable  candidates  for  such 
modalities. 

(6)  It  is  the  intent  of  the  Congress  that  the  maximum  practical 
number  of  patients  who  are  medically,  socially,  and  psychologically 
suitable  candidates  for  home  dialysis  or  transplantation  should  be 
so  treated.  The  Secretary  shall  consult  with  appropriate  profession- 
al and  network  organizations  and  consider  available  evidence  relat- 
ing to  developments  in  research,  treatment  methods,  and  technol- 
ogy for  home  dialysis  and  transplantation.  The  Secretary  shall  pe- 
riodically submit  to  the  Congress  such  legislative  recommendations 
as  the  Secretary  finds  warranted  on  the  basis  of  such  consultation 
and  evidence  to  further  the  national  objective  of  maximizing  the 
use  of  home  dialysis  and  transplantation  consistent  with  good 
medical  practice. 

(d)  Notwithstanding  any  provision  to  the  contrary  in  section  226 
any  individual  who  donates  a  kidney  for  transplant  surgery  shall 
be  entitled  to  benefits  under  part  A  and  B  of  this  title  with  respect 
to  such  donation.  Reimbursement  for  the  reasonable  expenses  in- 
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curred  by  such  an  individual  with  respect  to  a  kidney  donation 
shall  be  made  (without  regard  to  the  deductible,  premium,  and  co- 
insurance provisions  of  this  title),  in  such  manner  as  may  be  pre- 
scribed by  the  Secretary  in  regulations,  for  all  reasonable  prepara- 
tory, operation,  and  postoperation  recovery  expenses  associated 
with  such  donation,  including  but  not  limited  to  the  expenses  for 
which  payment  could  be  made  if  he  were  an  eligible  individual  for 
purposes  of  parts  A  and  B  of  this  title  without  regard  to  this  sub- 
section. Payments  for  postoperation  recovery  expenses  shall  be  lim- 
ited to  the  actual  period  of  recovery. 

(e)  (1)  Notwithstanding  any  other  provision  of  this  title,  the  Secre- 
tary may,  pursuant  to  agreements  with  approved  providers  of  serv- 
ices, renal  dialysis  facilities,  and  nonprofit  entities  which  the  Secre- 
tary finds  can  furnish  equipment  economically  and  efficiently,  re- 
imburse such  providers,  facilities,  and  nonprofit  entities  (without 
regard  to  the  deductible  and  coinsurance  provisions  of  this  title)  for 
the  reasonable  cost  of  the  purchase,  installation,  maintenance  and 
reconditioning  for  subsequent  use  of  artificial  kidney  and  automat- 
ed dialysis  peritoneal  machines  (including  supportive  equipment) 
which  are  to  be  used  exclusively  by  entitled  individuals  dialyzing 
at  home. 

(2)  An  agreement  under  this  subsection  shall  require  that  the 
provider,  facility,  or  other  entity  will — 

(A)  make  the  equipment  available  for  use  only  by  entitled  in- 
dividuals dialyzing  at  home; 

(B)  recondition  the  equipment,  as  needed,  for  reuse  by  such 
individuals  throughout  the  useful  life  of  the  equipment,  includ- 
ing modification  of  the  equipment  consistent  with  advances  in 
research  and  technology; 

(C)  provide  for  full  access  for  the  Secretary  to  all  records  and 
information  relating  to  the  purchase,  maintenance,  and  use  of 
the  equipment;  and 

(D)  submit  such  reports,  data,  and  information  as  the  Secre- 
tary may  require  with  respect  to  the  cost,  management,  and 
use  of  the  equipment. 

(3)  For  purposes  of  this  section,  the  term  "supportive  equipment" 
includes  blood  pumps,  heparin  pumps,  bubble  detectors,  other 
alarm  systems,  and  such  other  items  as  the  Secretary  may  deter- 
mine are  medically  necessary. 

(f)  (1)  The  Secretary  shall  initiate  and  carry  out,  at  selected  loca- 
tions in  the  United  States,  pilot  projects  under  which  financial  as- 
sistance in  the  purchase  of  new  or  used  durable  medical  equipment 
for  renal  dialysis  is  provided  to  individuals  suffering  from  end 
stage  renal  disease  at  the  time  home  dialysis  is  begun,  with  provi- 
sion for  a  trial  period  to  assure  successful  adaptation  to  home  dial- 
ysis before  the  actual  purchase  of  such  equipment. 

(2)  The  Secretary  shall  conduct  experiments  to  evaluate  methods 
for  reducing  the  costs  of  the  end  stage  renal  disease  program.  Such 
experiments  shall  include  (without  being  limited  to)  reimbursement 
for  nurses  and  dialysis  technicians  to  assist  with  home  dialysis,  and 
reimbursement  to  family  members  assisting  with  home  dialysis. 

(3)  The  Secretary  shall  conduct  experiments  to  evaluate  methods 
of  dietary  control  for  reducing  the  costs  of  the  end  stage  renal  dis- 
ease program,  including  (without  being  limited  to)  the  use  of  pro- 
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tein-controlled  products  to  delay  the  necessity  for,  or  reduce  the 
frequency  of,  dialysis  in  the  treatment  of  end  stage  renal  disease. 

(4)  The  Secretary  shall  conduct  a  comprehensive  study  of  meth- 
ods for  increasing  public  participation  in  kidney  donation  and 
other  organ  donation  programs. 

(5)  The  Secretary  shall  conduct  a  full  and  complete  study  of  the 
reimbursement  of  physicians  for  services  furnished  to  patients  with 
end  stage  renal  disease  under  this  title,  giving  particular  attention 
to  the  range  of  payments  to  physicians  for  such  services,  the  aver- 
age amounts  of  such  payments,  and  the  number  of  hours  devoted  to 
furnishing  such  services  to  patients  at  home,  in  renal  disease  facili- 
ties, in  hospitals,  and  elsewhere. 

(6)  The  Secretary  shall  conduct  a  study  of  the  number  of  patients 
with  end  stage  renal  disease  who  are  not  eligible  for  benefits  with 
respect  to  such  disease  under  this  title  (by  reason  of  this  section  or 
otherwise),  and  of  the  economic  impact  of  such  noneligibility  of 
such  individuals.  Such  study  shall  include  consideration  of  mecha- 
nisms whereby  governmental  and  other  health  plans  might  be  in- 
stituted or  modified  to  permit  the  purchase  of  actuarially  sound 
coverage  for  the  costs  of  end  stage  renal  disease. 

(7)  The  Secretary  shall  conduct  a  study  of  the  medical  appropri- 
ateness and  safety  of  cleaning  and  reusing  dialysis  filters  by  home 
dialysis  patients.  In  such  cases  in  which  the  Secretary  determines 
that  such  home  cleaning  and  reuse  of  filters  is  a  medically  sound 
procedure,  the  Secretary  shall  conduct  experiments  to  evaluate 
such  home  cleaning  and  reuse  as  a  method  of  reducing  the  costs  of 
the  end  stage  renal  disease  program. 

(8)  The  Secretary  shall  submit  to  the  Congress  no  later  than  Oc- 
tober 1,  1979,  a  full  report  on  the  experiments  conducted  under 
paragraphs  (1),  (2),  (3),  and  (7),  and  the  studies  under  paragraphs 
(4),  (5),  (6),  and  (7).  Such  report  shall  include  any  recommendations 
for  legislative  changes  which  the  Secretary  finds  necessary  or  de- 
sirable as  a  result  of  such  experiments  and  studies. 

(g)  The  Secretary  shall  submit  to  the  Congress  on  July  1,  1979, 
and  July  1  of  each  year  thereafter  a  report  on  the  end  stage  renal 
disease  program,  including  but  not  limited  to — 

(1)  the  number  of  patients,  nationally  and  by  renal  disease 
network,  on  dialysis  (self-dialysis  or  otherwise)  at  home  and  in 
facilities; 

(2)  the  number  of  new  patients  entering  dialysis  at  home  and 
in  facilities  during  the  year; 

(3)  the  number  of  facilities  providing  dialysis  and  the  utiliza- 
tion rates  of  those  facilities; 

(4)  the  number  of  kidney  transplants,  by  source  of  donor 
organ; 

(5)  the  number  of  patients  awaiting  organs  for  transplant; 

(6)  the  number  of  transplant  failures; 

(7)  the  range  of  costs  of  kidney  acquisitions,  by  type  of  facility 
and  by  region; 

(8)  the  number  of  facilities  providing  transplants  and  the 
number  of  transplants  performed  per  facility; 

(9)  patient  mortality  and  morbidity  rates; 
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(10)  the  average  annual  cost  of  hospitalization  for  ancillary 
problems  in  dialysis  and  transplant  patients,  and  drug  costs  for 
transplant  patients; 

(11)  medicare  payment  rates  for  dialysis,  transplant  proce- 
dures, and  physician  services,  along  with  any  changes  in  such 
rates  during  the  year  and  the  reasons  for  those  changes; 

(12)  the  results  of  cost-saving  experiments; 

(13)  the  results  of  basic  kidney  disease  research  conducted  by 
the  Federal  Government,  private  institutions,  and  foreign  gov- 
ernments; 

(14)  information  on  the  activities  of  medical  review  boards 
and  other  networks  organizations;  and 

(15)  estimated  program  costs  over  the  next  five  years. 

PAYMENT  TO  HOSPITALS  FOR  INPATIENT  HOSPITAL  SERVICE 

Sec.  1886.  (a)  (1)  (A)  (i)   *  *  * 

******* 

(2)  The  Secretary  shall  provide  for  such  exemptions  from,  and  ex- 
ceptions and  adjustments  to,  the  limitation  under  paragraph  (1)(A) 
as  he  deems  appropriate,  including  those  which  he  deems  necessary 
to  take  into  account — 

(A)  the  special  needs  of  sole  community  hospitals,  of  new 
hospitals,  of  risk  based  health  maintenance  organizations,  and 
of  hospitals  which  provide  atypical  services  or  essential  com- 
munity services,  and  to  take  into  account  extraordinary  cir- 
cumstances beyond  the  hospital's  control,  medical  and  para- 
medical education  costs,  significantly  fluctuating  population  in 
the  service  area  of  the  hospital,  and  unusual  labor  costs, 

(B)  the  special  needs  of  psychiatric  hospitals  and  of  public  or 
other  hospitals  that  serve  a  significantly  [disportionatej  dis- 
proportionate number  of  patients  who  have  low  income  or  are 
entitled  to  benefits  under  part  A  of  this  title,  and 

(C)  a  decrease  in  the  inpatient  hospital  services  that  a  hospi- 
tal provides  and  that  are  customarily  provided  directly  by  simi- 
lar hospitals  which  results  in  a  significant  distortion  in  the  op- 
erating costs  of  inpatient  hospital  services. 

******* 

(4)  For  purposes  of  this  section,  the  term  ^'operating  costs  of  inpa- 
tient hospital  services"  includes  all  routine  operating  costs,  ancil- 
lary service  operating  costs,  and  special  care  unit  operating  costs 
with  respect  to  inpatient  hospital  services  as  such  costs  are  deter- 
mined on  an  average  per  admission  or  per  discharge  basis  (as  deter- 
mined by  the  Secretary).  Such  term  does  not  include  costs  of  ap- 
proved educational  activities,  or,  with  respect  to  costs  incurred  in 
cost  reporting  periods  beginning  prior  to  October  1,  1986,  capital- 
related  costs  and  costs  related  to  employment  or  contracts  for  the 
professional  services  of  certified  registered  nurse  anesthetists,  as 
defined  by  the  Secretary. 

(b)(1)  *  *  * 
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(3)(A)  For  purposes  of  this  subsection,  the  term  "target 
amount"  means,  with  respect  to  a  hospital  for  a  particular  12- 
month  cost  reporting  period — 

(i)  in  the  case  of  the  first  such  reporting  period  for  which 
this  subsection  is  in  effect,  the  allowable  operating  costs  of  in- 
patient hospital  services  (as  defined  in  subsection  (a)(4))  recog- 
nized under  this  title  for  such  hospital  for  the  preceding  12- 
month  cost  reporting  period,  and 

(ii)  in  the  case  of  a  later  reporting  period,  the  target  amount 
for  the  preceding  12-month  cost  reporting  period, 

increased  by  the  applicable  percentage  increase  under  subpara- 
graph (B)  for  that  particular  cost  reporting  period. 

******* 
(0(1)  *  *  * 

******* 

(4)  The  Secretary  shall  approve  the  request  of  a  State  under 
paragraph  (1)  with  respect  to  a  hospital  reimbursement  control 
system  if— 

(A)  the  requirements  of  subparagraphs  (A),  (B),  (C),  [and 
(D)]  (D)  and  (E)  of  paragraph  (1)  have  been  met  with  respect  to 
the  system,  and 

(B)  with  respect  to  that  system  a  waiver  of  certain  require- 
ments of  title  XVIII  of  the  Social  Security  Act  has  been  ap- 
proved on  or  before  (and  which  is  in  effect  as  of)  the  date  of  the 
enactment  of  the  Social  Security  Amendments  of  1983,  pursu- 
ant to  section  402(a)  of  the  Social  Security  Amendments  of 
1967  or  section  222(a)  of  the  Social  Security  Amendments  of 
1972. 

With  respect  to  a  State  system  described  in  this  paragraph,  the 
Secretary  shall  judge  the  effectiveness  of  such  system  on  the  basis 
of  its  rate  of  increase  or  inflation  in  inpatient  hospital  payments 
for  individuals  under  this  title,  as  compared  to  the  national  rate  of 
increase  or  inflation  for  such  payments,  with  the  State  retaining 
the  option  to  have  the  test  applied  on  the  basis  of  the  aggregate 
payment  or  payments  per  inpatient  admission  or  discharge  during 
the  three  cost  reporting  periods  beginning  on  or  after  October  1, 
1983,  after  which  such  test,  at  the  option  of  the  Secretary,  shall  no 
longer  apply,  and  such  State  systems  shall  be  treated  in  the  same 
manner  as  under  other  waivers. 

♦  **♦*♦♦ 

(d)(1)(A)  Notwithstanding  section  1814(b)  but  subject  to  the  provi- 
sions of  section  1813,  the  amount  of  the  payment  with  respect  to 
the  operating  costs  of  inpatient  hospital  services  (as  defined  in  sub- 
section (a)(4))  of  a  subsection  (d)  hospital  (as  defined  in  subpargraph 
(B))  for  inpatient  hospital  discharges  in  a  cost  reporting  period  or 
in  a  fiscal  year — 

(i)  beginning  on  or  after  October  1,  1983,  and  before  October 
1,1984,  is  equal  to  the  sum  of— 

(I)  the  target  percentage  (as  defined  in  subparagraph  (C)) 
of  the  hospital  s  target  amount  for  the  cost  reporting 
period  (as  defined  in  subsection  (b)(3)(A),  but  determined 
without  the  application  of  subsection  (a)),  and 
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(II)  the  DRG  percentage  (as  defined  in  subparagraph  (C)) 
of  the  regional  adjusted  DRG  prospective  payment  rate  de- 
termined under  paragraph  (2)  for  such  discharges; 

(ii)  beginning  on  or  after  October  1,  1984,  and  before  October 
1,  1986,  is  equal  to  the  sum  of— 

(I)  the  target  percentage  (as  defined  in  subparagraph  (C)) 
of  the  hospital's  target  amount  for  the  cost  reporting 
period  (as  defined  in  subsection  (b)(3)(A),  but  determined 
without  the  application  of  subsection  (a)),  and 

(II)  the  DRG  percentage  (as  defined  in  subparagraph  (C)) 
of  the  applicable  combined  adjusted  DRG  prospective  pay- 
ment rate  determined  under  subparagraph  (D)  for  such 
discharges;  or 

(iii)  beginning  on  or  after  October  1,  1986,  is  equal  to  the  na- 
tional adjusted  DRG  prospective  payment  rate  determined 
under  paragraph  (3)  for  such  discharges. 

(B)  As  used  in  this  section,  the  term  "subsection  (d)  hospital" 
means  a  hospital  located  in  one  of  the  fifty  States  or  the  District  of 
Columbia  other  than — 

(i)  a  psychiatric  hospital  (as  defined  in  section  1861(f)), 

(ii)  a  rehabilitation  hospital  (as  defined  by  the  Secretary), 

(iii)  a  hospital  whose  inpatients  are  predominantly  individ- 
uals under  18  years  of  age,  or 

(iv)  a  hospital  which  has  an  average  inpatient  length  of  stay 
(as  determined  by  the  Secretary)  of  greater  than  25  days; 

and,  in  accordance  with  regulations  of  the  Secretary,  does  not  in- 
clude a  psychiatric  or  rehabilitation  unit  of  the  hospital  which  is  a 
distinct  part  of  the  hospital  (as  defined  by  the  Secretary). 

(C)  For  purpose  of  this  subsection,  for  cost  reporting  periods  be- 
ginning [,  or  discharges  occur ringj  — 

(i)  on  or  after  October  1,  1983,  and  before  October  1,  1984, 
the  "target  percentage"  is  75  percent  and  the  "DRG  percent- 
age" is  25  percent; 

(ii)  on  or  after  October  1,  1984,  and  before  October  1,  1985, 
the  "target  percentage"  is  50  percent  and  the  "DRG  percent- 
age" is  50  percent;  and 

(iii)  on  or  after  October  1,  1985,  and  before  October  1,  1986 
the  "target  percentage"  is  25  percent  and  the  "DRG  percent- 
age" is  75  percent. 

(D)  For  purposes  of  subparagraph  (A)(ii)(II),  the  "applicable  com- 
bined adjusted  DRG  prospective  pajnnent  rate"  for  [cost  reporting 
periods  beginning,  or]  discharges  occurring — 

(i)  on  or  after  October  1,  1984,  and  before  October  1,  1985,  is 
a  combined  rate  consisting  of  25  percent  of  the  national  adjust- 
ed DRG  prospective  payment  rate,  and  75  percent  of  the  re- 
gional adjusted  DRG  prospective  payment  rate,  determined 
under  paragraph  (3)  for  such  discharges;  and 

(ii)  on  or  after  October  1,  1985,  and  before  October  1,  1986,  is 
a  combined  rate  consisting  of  50  percent  of  the  national  adjust- 
ed DRG  prospective  payment  rate,  and  50  percent  of  the  re- 
gional adjusted  DRG  prospective  payment  rate,  determined 
under  paragraph  (3)  for  such  discharges. 
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(3)  The  Secretary  shall  determine  a  national  adjusted  DRG  pro- 
spective payment  rate,  for  each  inpatient  hospital  discharge  in  a 
fiscal  year  after  fiscal  year  1984  involving  inpatient  hospital  serv- 
ices of  a  subsection  (d)  hospital  in  the  United  States,  and  shall  de- 
termine a  regional  adjusted  DRG  prospective  payment  rate  for 
such  discharges  in  each  region  for  which  payment  may  be  made 
under  part  A  of  this  title.  Each  such  rate  shall  be  determined  for 
hospitals  located  in  urban  or  rural  areas  within  the  United  States 
and  within  each  such  region,  respectively,  as  follows: 

(A)  Updating  previous  standardized  amounts —The  Secre- 
tary shall  compute  an  average  standardized  amount  for  hospi- 
tals located  in  an  urban  area  and  for  hospitals  located  in  a 
rural  area  within  the  United  States  and  for  hospitals  located 
in  an  urban  area  and  for  hospitals  located  in  a  rural  area 
within  each  region,  equal  to  the  respective  average  standard- 
ized amount  computed  for  the  previous  fiscal  year  under  para- 
graph (2)(D)  or  under  this  subparagraph,  increased  for  fiscal 
year  1985  by  the  applicable  percentage  increase  under  subsec- 
tion (b)(3)(B),  and  adjusted  for  subsequent  fiscal  years  in  ac- 
cordance with  the  final  determination  of  the  Secretary  under 
subsection  (e)(4),  and  adjusted  to  reflect  the  most  recent  case- 
mix  data  available. 

(B)  Reducing  for  value  of  outlier  payments. — The  Secre- 
tary shall  reduce  each  of  the  average  standardized  amounts  de- 
termined under  subparagraph  (A)  by  a  proportion  equal  to  the 
proportion  (estimated  by  the  Secretary)  of  the  amount  of  pay- 
ments under  this  subsection  based  on  DRG  prospective  pay- 
ment amounts  which  are  additional  payments  described  in 
paragraph  (5)(A)  (relating  to  outlier  payments). 

(C)  Maintaining  budget  neutrality. — The  Secretary  shall 
adjust  each  of  such  average  standardized  amounts  as  may  be 
required  under  subsection  (e)(1)(B)  for  that  fiscal  year. 

(D)  Computing  drg-specific  rates  for  urban  and  rural 
hospitals. — For  each  discharge  classified  within  a  diagnosis-re- 
lated group,  the  Secretary  shall  establish  for  the  fiscal  year  a 
national  DRG  prospective  payment  rate  and  shall  establish  a 
regional  DRG  prospective  payment  rate  for  each  region,  each 
of  which  is  equal — 

(i)  for  hospitals  located  in  an  urban  area  in  the  United 
States  that  region  (respectively),  to  the  product  of— 

(I)  the  average  standardized  amount  (computed 
under  subparagraph  (A),  reduced  under,  reduced 
under  subparagraph  (B),  and  adjusted  under  subpara- 
graph [(C)],  (C))  for  the  fiscal  year  for  hospitals  locat- 
ed in  an  urban  area  in  the  United  States  or  that 
region,  and 

(II)  the  weighting  factor  (determined  under  para- 
graph (4)(B))  for  that  diagnosis-related  group;  and 

(ii)  for  hospitals  located  in  a  rural  area  in  the  United 
States  or  that  region  (respectively),  to  the  product  of— 

(I)  the  average  standardized  amount  (computed 
under  subparagraph  (A),  reduced  under  subparagraph 
(B),  and  adjusted  under  subparagraph  (C))  for  the 
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fiscal  year  for  hospitals  located  in  a  rural  area  in  the 
United  States  or  that  region,  and 

(II)  the  weighting  factor  (determined  under  para- 
graph (4)(B))  for  that  diagnosis-related  group. 
(E)  Adjusting  for  different  area  wage  levels— The  Sec- 
retary shall  adjust  the  proportion,  (as  estimated  by  the  Secre- 
tary from  time  to  time)  of  hospitals'  costs  which  are  attributa- 
ble to  wages  and  wage-related  costs,  of  the  DRG  prospective 
payment  rates  computed  under  subparagraph  (D)  for  area  dif- 
ferences in  hospital  wage  levels  by  a  factor  (established  by  the 
Secretary)  reflecting  the  relative  hospital  wage  level  in  the  ge- 
ographic area  of  the  hospital  compared  to  the  national  average 
hospital  wage  level.  The  Secretary  shall  establish  criteria  under 
which,  in  the  case  of  a  hospital  that  demonstrates  to  the  secre- 
tary in  a  current  fiscal  year  that  the  adjustment  being  made 
under  the  previous  sentence  (or  under  paragraph  (2)(H))  for  that 
hospital's  discharges  in  that  fiscal  year  does  not  accurately  re- 
flect the  wage  levels  in  the  labor  market  serving  the  hospital, 
the  Secretary,  to  the  extent  he  deems  appropriate,  shall  modify 
such  adjustment  for  that  hospital  for  discharges  in  the  subse- 
quent fiscal  year  to  take  into  account  a  difference  in  payment 
amounts  in  that  current  fiscal  year  to  the  hospital  that  resulted 
from  such  inaccuracy. 

m  *****  * 

(e)(1)(A)  *  *  * 

******* 

(5)  The  Secretary  shall  cause  to  have  published  [for  public  com- 
ment] in  the  Federal  Register,  not  later  than— 

(A)  the  June  1  before  each  fiscal  year  (beginning  with  fiscal 
year  1986),  the  Secretary's  proposed  determination  under  para- 
graph (4)  for  that  fiscal  year  for  public  comment,  and 

(B)  the  September  1  before  such  fiscal  year  after  such  consid- 
eration of  public  comment  on  the  proposal  as  is  feasible  in  the 
time  available,  the  Secretary's  final  determination  under  such 
paragraph  for  that  year. 

The  Secretary  shall  include  in  the  publication  referred  to  in  sub- 
paragraph (A)  for  a  fiscal  year  the  report  of  the  Commission's  rec- 
ommendations submitted  under  paragraph  (3)  for  that  fiscal  year. 

******* 


title  xix— grants  to  states  for 
medical  assistance  programs 

******* 

appropriation 

Sec.  1901.  For  the  purpose  of  enabling  each  State,  as  far  as  prac- 
ticable under  the  conditions  in  such  State,  to  furnish  (1)  medical 
assistance  on  behalf  of  familes  with  dependent  children  and  of 
aged,  blind,  or  disabled  individuals,  whose  income  and  resources 
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are  insufficient  to  meet  the  cost  of  necessary  medical  services,  and 
(2)  rehabilitation  and  other  services  to  help  such  families  and  indi- 
viduals attain  or  retain  capability  for  independence  or  self-care, 
there  is  hereby  authorized  to  be  appropriated  for  each  fiscal  year  a 
sum  sufficient  to  carry  out  the  purposes  of  this  title.  The  sums 
made  available  under  this  section  shall  be  used  for  making  pay- 
ments to  States  which  have  submitted,  and  had  approved  by  the 
Secretry  [of  Health,  Education,  and  Welfare],  State  plans  for 
medical  assistance. 

******* 

TITLE  XX— BLOCK  GRANTS  TO  STATES 
FOR  SOCIAL  SERVICES 

******* 
PAYMENTS  TO  STATES 

Sec.  2002.  (a)(1)  *  *  * 

******* 

(b)  The  Secretary  shall  make  payments  in  accordance  with  sec- 
tion [203  of  the  Intergovernmental  Cooperation  Act  of  1968  (42 
U.S.C.  4213)]  6503  of  title  31,  United  States  Code,  to  each  State 
from  its  allotment  for  use  under  this  title. 

******* 

REPORTS  AND  AUDITS 

Sec  2006.  (a)  Each  State  shall  prepare  reports  on  its  activities 
carried  out  with  funds  made  available  (or  transferred  for  use) 
under  this  title.  Reports  shall  be  in  such  form,  contain  such  infor- 
mation, and  be  of  such  frequency  (but  not  less  ofter  than  every  two 
years)  as  the  state  finds  necessary  to  provide  an  accurate  descrip- 
tion of  such  activities,  to  secure  a  complete  record  of  the  purposes 
for  which  funds  were  spent,  and  to  determine  the  extent  to  which 
funds  were  spent  in  a  manner  consistent  with  the  reports  required 
by  section  2004.  The  State  shall  make  copies  of  the  reports  required 
by  this  section  available  for  public  inspection  within  the  State  and 
shall  transmit  a  copy  to  the  Secretary.  Copies  shall  also  be  pro- 
vided, upon  request,  to  any  interested  public  agency,  and  each  such 
agency  may  provide  its  views  on  these  reports  to  the  Congress. 

(b)  Each  State  shall,  not  less  ofter  than  every  two  years,  audit  its 
expenditures  from  amounts  received  (or  transferred  for  use)  under 
this  title.  Such  State  audits  shall  be  conducted  by  an  entity  inde- 
pendent of  any  agency  administering  activities  funded  under  this 
title,  in  accordance  with  generally  accepted  auditing  principles. 
Within  30  days  following  the  completion  of  each  audit,  the  State 
shall  submit  a  copy  of  that  audit  to  the  legislature  of  the  State  and 
to  the  Secretary.  Each  State  shall  repay  to  the  United  States 
amount  ultimately  found  not  to  have  been  expended  in  accordance 
with  this  title,  or  the  Secretary  may  offset  such  amounts  against 
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any  other  amount  to  which  the  State  is  or  may  become  entitled 
under  this  title. 

(c)  For  other  provisions  requiring  States  to  account  for  Federal 
grants,  see  section  [202  of  the  Intergovernmental  Cooperation  Act 
of  1968  (42  U.S.C.  4212)3  6503  of  title  31,  United  States  Code. 
******* 


Public  Law  97-455 

AN  ACT  To  amend  Internal  Revenue  Code  of  1954  to  reduce  the  rate  of  certain 
taxes  paid  to  the  Virgin  Islands  on  Virgin  Islands  source  income,  to  amend  the 
Social  Security  Act  to  provide  for  a  termporary  period  that  payment  of  disability 
benefits  may  continue  through  the  hearing  stage  of  the  appeals  process,  and  for 
other  purposes 

******* 

[SEC.  4.  EVIDENTIARY  HEARINGS  IN  RECONSIDERATIONS  OF  DISABIL- 
ITY BENEFIT  TERMINATIONS. 

[(a)  In  General.— Section  205(b)  of  the  Social  Security  Act  is 
amended — 

[(1)  by  inserting  "(1)"  after  "(b)";  and 

[(2)  by  adding  at  the  end  thereof  the  following  new  para- 
graph: 

["(2)  In  any  case  where — 

["(A)  an  individual  is  a  recipient  of  disability  insurance 
benefits,  or  of  child's,  widow's,  or  widower's  insurance  benefits 
based  on  disability, 

[*'(B)  the  physical  or  mental  impairment  on  the  basis  of 
which  such  benefits  are  payable  is  found  to  have  ceased,  not  to 
have  existed,  or  to  no  longer  be  disabling,  and 

["(C)  as  a  consequence  of  the  finding  described  in  subpara- 
graph (B),  such  individual  is  determined  by  the  Secretary  not 
to  be  entitled  to  such  benefits, 
any  reconsideration  of  the  finding  described  in  subparagraph  (B),  in 
connection  with  a  reconsideration  by  the  Secretary  (before  any 
hearing  under  paragraph  (1)  on  the  issue  of  such  entitlement)  of 
his  determination  described  in  subparagraph  (C),  shall  be  made 
only  after  opportunity  for  an  evidentiary  hearing,  with  regard  to 
the  finding  described  in  subparagraph  (B),  which  is  reasonably  ac- 
cessible to  such  individual.  Any  reconsideration  of  a  finding  de- 
scribed in  subparagraph  (B)  may  be  made  either  by  the  State 
agency  or  the  Secretary  where  the  finding  was  originally  made  by 
the  State  agency,  and  shall  be  made  by  the  Secretary  where  the  find- 
ing was  originally  made  by  the  Secretary.  In  the  case  of  a  reconsid- 
eration by  a  State  agency  of  a  finding  described  in  subparagraph 
(B)  which  was  originally  made  by  such  State  agency,  the  eviden- 
tiary hearing  shall  be  held  by  an  adjudicatory  unit  of  the  State 
agency  other  than  the  unit  that  made  the  finding  described  in  sub- 
paragraph (B).  In  the  case  of  a  reconsideration  by  the  Secretary  of 
a  finding  described  in  subparagraph  (B)  which  was  originally  made 
by  the  Secretary,  the  evidentiary  hearing  shall  be  held  by  a  person 
other  than  the  person  or  persons  who  made  the  finding  described 
in  subparagraph  (B).". 
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[(b)  Effective  Date. —  The  amendments  made  by  subsection  (a) 
shall  apply  with  respect  to  reconsiderations  (of  findings  described 
in  section  205(b)(2)(B)  of  the  Social  Security  Act)  which  are  request- 
ed on  or  after  such  date  as  the  Secretary  Health  and  Human  Serv- 
ices may  specify,  but  in  any  event  not  later  than  January  1,  1984. 

[SEC.  5.  CONDUCT  OF  FACE-TO-FACE  RECONSIDERATIONS  IN  DISABILITY 
CASES. 

[The  Secretary  of  Health  and  Human  Services  shall  take  such 
steps  as  may  be  necessary  or  appropriate  to  assure  public  under- 
standing of  the  importance  the  Congress  attaches  to  the  face-to-face 
reconsiderations  provided  for  in  section  205(b)(2)  of  the  Social  Secu- 
rity Act  (as  added  by  section  4  of  this  Act).  For  this  purpose  the 
Secretary  shall — 

[(1)  provide  for  the  establishment  and  implementation  of 
procedures  for  the  conduct  of  such  reconsiderations  in  a 
manner  which  assures  that  beneficiaries  will  receive  reason- 
able notice  and  information  with  respect  to  the  time  and  place 
of  reconsideration  and  the  opportunities  afforded  to  introduce 
evidence  and  be  represented  by  counsel;  and 

[(2)  advise  beneficiaries  who  request  or  are  entitled  to  re- 
quest such  reconsiderations  of  the  procedures  so  established,  of 
their  opportunities  to  introduce  evidence  and  be  represented 
by  counsel  at  such  reconsiderations,  and  of  the  importance  of 
submitting  all  evidence  that  relates  to  the  question  before  the 
Secretary  or  the  State  agency  at  such  reconsiderations.] 

«  «  *  *  )|c  «  * 


Section  5315  of  Title  5,  United  States  Code 
§  5315.  Positions  at  level  IV 

Level  IV  of  the  Executive  Schedule  applies  to  the  following  posi- 
tions, for  which  the  annual  rate  of  basic  pay  shall  be  the  rate  de- 
termined with  respect  to  such  level  under  chapter  11  of  title  2,  as 
adjusted  by  section  5318  of  this  title: 

Deputy  Administrator  of  General  Services. 

******* 
Administrator  of  the  Health  Care  Financing  Administration. 


Section  7  of  the  Railroad  Retirement  Act  of  1974 
powers  and  duties  of  the  board 
Sec.  7.  (a)  *  *  * 

*♦♦♦**♦ 
(d)(1)  *  *  * 

***♦♦*♦ 

(4)  The  rights  of  individuals  described  in  subdivision  (2)  of  this 
subsection  to  have  payment  made  on  their  behalf  for  the  services 
referred  to  in  subdivision  (1)  but  provided  in  Canada  shall  be  the 
same  as  those  of  individuals  to  whom  section  226  and  part  A  of 
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title  XVIII  of  the  Social  Security  Act  apply,  and  this  subdivision 
shall  be  administered  by  the  Board  as  if  the  provisions  of  section 
226  and  part  A  of  title  XVIII  of  the  Social  Security  Act  were  appli- 
cable, as  if  references  to  the  Secretary  of  Health,  Education,  and 
Welfare  were  to  the  Board,  as  if  references  to  the  Federal  Hospital 
Insurance  Trust  Fund  were  to  the  Railroad  Retirement  Account,  as 
if  references  to  the  United  States  or  a  State  included  Canada  or  a 
subdivision  thereof,  and  as  if  the  provisions  of  sections  1862(a)(4), 
1863,  1864,  [1867,1  1868,  1869,  1874(b),  and  1875  were  not  included 
in  such  title.  The  payments  for  services  herein  provided  for  in 
Canada  shall  be  made  from  the  Railroad  Retirement  account  (in  ac- 
cordance with,  and  subject  to,  the  conditions  applicable  under  sec- 
tion 7(b),  in  making  payment  of  other  benefits)  to  the  hospital,  ex- 
tended care  facility,  or  home  health  agency  providing  such  services 
in  Canada  to  individuals  to  whom  subdivision  (2)  of  this  subsection 
applies,  but  only  to  the  extent  that  the  amount  of  pajnnents  for 
services  otherwise  hereunder  provided  for  an  individual  exceeds 
the  amount  payable  for  like  services  provided  pursuant  to  the  law 
in  effect  in  the  place  in  Canada  where  such  services  are  furnished. 
For  the  purposes  of  section  10  of  this  Act,  any  overpayment  under 
this  subdivision  shall  be  treated  as  if  it  were  an  overpayment  of  an 
annuity. 

Section  361  of  the  Social  Security  Amendments  of  1977 
estabushment  of  commission 

Sec.  361.  (a)(1)  *  *  * 

******* 

[(i)  It  shall  be  the  duty  of  the  Health  Insurance  Benefits  Adviso- 
ry Council  (established  by  section  1867  of  the  Social  Security  Act) 
to  provide  timely  notice  to  the  Commission  of  any  meeting,  and  the 
Chairman  of  the  Commission  (or  his  delegate)  shall  be  entitled  to 
attend  any  such  meeting.] 


Social  Security  Amendments  of  1983 

TITLE  I— provisions  AFFECTING  THE  FI- 
NANCING of  the  social  security 

SYSTEM 

PART  A— COVERAGE 

COVERAGE  OF  NEWLY  HIRED  FEDERAL  EMPLOYEES 

Sec.  101.  (a)  ♦  *  * 
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(d)  The  amendments  made  by  this  section  shall  be  effective  with 
respect  to  [remuneration  paid]  service  performed  after  December 
31,  1983. 

♦  *♦♦*** 
PART  B— COMPUTATION  OF  BENEFIT  AMOUNTS 

SHIFT  OF  COST-OF-LIVING  ADJUSTMENTS  TO  CALENDAR  YEAR  BASIS 

Sec.  111.  (a)(1)  *  *  * 

♦  *  )|c  *  *  *  « 

(e)  Section  403(b)  of  the  Omnibus  Budget  Reconciliation  Act  of 
1982  (Public  Law  97-253)  is  amended  to  read  as  follows: 

"(b)(1)  Except  as  provided  in  paragraph  (2),  the  amendment  made 
by  subsection  (a)(1)  shall  apply  with  respect  to  amounts  payable  for 
periods  beginning  after  May  31,  1983. 

"(2)  In  the  cases  of  individuals  to  whom  pension  is  payable  under 
sections  521,  541,  and  542  of  title  38,  United  States  Code,  the 
amendment  made  by  subsection  (a)(1)  shall  take  effect  on  the  first 
day  after  May  31,  1983,  that  an  increase  is  made  in  maximum 
annual  rates  of  pension  pursuant  to  section  3112  of  title  38,  United 
States  Code.". 

COST-OF-LIVING  INCREASES  TO  BE  BASED  ON  EITHER  WAGES  OR  PRICES 
(WHICHEVER  IS  LOWER)  WHEN  BALANCE  IN  OASDI  TRUST  FUNDS 
FALLS  BELOW  SPECIFIED  LEVEL 

Sec.  112.  (a)  *  *  * 

♦  ***»♦♦ 

(f)  Notwithstanding  anything  to  the  contrary  in  section 
215(i)(l)(F)  of  the  Social  Security  Act  (as  added  by  subsection  (a)(4) 
of  this  section),  the  combined  balance  in  the  Trust  Funds  which  is 
to  be  used  in  determining  the  "OASDI  fund  ratio"  with  respect  to 
the  calendar  year  1984  under  such  section  shall  be  the  estimated 
combined  balance  in  such  Funds  as  of  the  close  of  that  year  (rather 
than  as  of  its  beginning),  including  the  taxes  transferred  under  sec- 
tion 201(a)  of  such  Act  on  the  first  day  of  the  year  following  that 
year. 

**««*** 

TITLE  II— ADDITIONAL  PROVISIONS  RE- 
LATING TO  LONG-TERM  FINANCING  OF 
THE  SOCIAL  SECURITY  SYSTEM 

INCREASE  IN  RETIREMENT  AGE 

Sec.  201.  (a)  *  *  * 

******* 

(c)  Title  II  of  the  Social  Security  Act  is  further  amended— 

(1)  by  striking  out  "age  65"  or  ''the  age  of  65",  as  the  case 
may  be,  each  place  it  appears  in  the  following  sections  and  in- 
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serting  in  lieu  thereof  in  each  instance  "retirement  age  (as  de- 
fined in  section  216(1))": 

(A)  subsections  (a),  (b),  (c),  (d),  (e),  (f),  (q),  (r),  and  (w)  of 
section  202; 

(B)  subsections  (c)  (as  amended  by  section  309(g)  of  this 
Act)  and  (f)  of  section  203; 

(C)  subsection  (f)  of  section  215; 

(D)  subsections  (h)  and  (i)  of  section  216;  and 

(E)  section  223(a);  and 

(2)  by  striking  out  "age  sixty-five"  in  section  203(c)  (as 
amended  by  section  309(g)  of  this  Act)  and  inserting  in  lieu 
thereof  "retirement  age  (as  defined  in  section  216(1))";  and 

(3)  by  striking  out  ''the  age  of  sixty-five"  in  section  223(a) 
and  inserting  in  lieu  thereof  "retirement  age  (as  defined  in  sec- 
tion 216(1))". 

******* 

TITLE  III— MISCELLANEOUS  AND 
TECHNICAL  PROVISIONS 

PART  A— ELIMINATION  OF  GENDER-BASED  DISTINCTIONS 

DIVORCED  HUSBANDS 

Sec.  301.  (a)(1)  *  *  * 

*  *  *  *    ,       *  *  * 

(5)  [Section  202(c)3  Effective  with  respect  to  monthly  insurance 
benefits  for  months  after  December  1984  (but  only  on  the  basis  of 
applications  filed  on  or  after  January  1,  1985),  section  202(c)  of  such 
Act  is  further  amended  by  adding  after  paragraph  (4)  (as  added  by 
paragraph  (4)  of  this  subsection)  the  following  new  paragraph: 

"(5)(A)  Notwithstanding  the  preceding  provisions  of  this  subsec- 
tion, except  as  provided  in  subparagraph  (B),  the  divorced  husband 
of  an  individual  who  is  not  entitled  to  old-age  or  disability  insur- 
ance benefits,  but  who  has  attained  age  62  and  is  a  fully  insured 
individual  (as  defined  in  section  214),  if  such  divorced  husband— 

''(i)  meets  the  requirements  of  subparagraphs  (A)  through  (D) 
of  paragraph  (1),  and 

"(ii)  has  been  divorced  from  such  insured  individual  for  not 
less  than  2  years, 
shall  be  entitled  to  a  husband's  insurance  benefit  under  this  sub- 
section for  each  month,  in  such  amount,  and  beginning  and  ending 
with  such  months,  as  determined  (under  regulations  of  the  Secre- 
tary) in  the  manner  otherwise  provided  for  husband's  insurance 
benefits  under  this  subsection,  as  if  such  insured  individual  had 
become  entitled  to  old-age  insurance  benefits  on  the  date  on  which 
the  divorced  husband  first  meets  the  criteria  for  entitlement  set 
forth  in  classes  (i)  and  (ii). 

**(B)  A  husband's  insurance  benefit  provided  under  this  para- 
graph which  has  not  otherwise  terminated  in  accordance  with  sub- 
paragraph (E),  (F),  (H),  or  (I)  of  paragraph  (1)  shall  terminate  with 
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the  month  preceding  the  first  month  in  which  the  insured  individu- 
al is  no  longer  a  fully  insured  individual.". 

******* 

EQUALIZATION  OF  BENEFITS  UNDER  SECTION  228 

Sec.  305.  (a)  *  *  * 

******* 

(d)  Section  228  of  such  Act  is  further  amended — 

(1)  by  striking  out  "he"  wherever  it  appears  in  subsections 
(a)  and  (c)(1)  and  inserting  in  lieu  thereof  he  or  she";  and 

(2)  by  striking  out  "his"  each  place  it  appears  in  subsection 
(c)(4)(C)  and  inserting  in  lieu  thereof  "his  or  her". 

******* 

PART  B— COVERAGE 
******* 

EXTENSION  OF  COVERAGE  BY  INTERNATIONAL  SOCIAL  SECURITY 

AGREEMENT 

Sec.  322.  (a)(1)  Section  210(a)  of  the  Social  Security  Act  (as 
amended  by  sections  321(b)  and  323(a)(2)  of  this  Act)  is  further 
amended,  in  the  matter  preceding  paragraph  (1) — 

(A)  by  striking  out  "either'^  before  "(A)",  and 

(B)  by  inserting  before  "[;  except],  except"  the  following:  ", 
or  (C)  if  it  is  service,  regardless  of  where  or  by  whom  per- 
formed, which  is  designated  as  employment  or  recognized  as 
equivalent  to  employment  under  an  agreement  entered  into 
under  section  233  . 

******* 

AMOUNTS  RECEIVED  UNDER  CERTAIN  DEFERRED  COMPENSATION  AND 
SALARY  REDUCTION  ARRANGEMENTS  TREATED  AS  WAGES  FOR  FICA 
TAXES 

Sec.  324.  (aXD  *  *  * 

******* 

(dXD  Except  as  otherwise  provided  in  this  subsection,  the  amend- 
ments made  by  this  section  shall  apply  to  remuneration  paid  after 
December  31,  1983.  For  purposes  of  applying  such  amendments  to 
remuneration  paid  after  December  31,  1983,  which  would  have  been 
taken  into  account  before  January  1,  1984,  if  such  amendments  had 
applied  to  periods  before  January  1,  1984,  such  remuneration  shall 
be  taken  into  account  when  paid  (or,  at  the  election  of  the  payor,  at 
the  time  which  would  be  appropriate  if  such  amendments  had  ap- 
plied). 

(2)  Except  as  otherwise  provided  in  this  subsection,  the  amend- 
ments made  by  subsection  (b)  shall  apply  to  remuneration  paid 
after  December  31,  1984.  For  purposes  of  applying  such  amendments 
to  remuneration  paid  after  December  31,  1984,  which  would  have 
been  taken  into  account  before  January  1,  1985,  if  such  amendments 
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had  applied  to  periods  before  January  1,  1985,  such  remuneration 
shall  he  taken  into  account  when  paid  (or,  at  the  election  of  the 
payor,  at  the  time  which  would  be  appropriate  if  such  amendments 
had  applied). 

*  *  *  *  *  * 

(4)  In  the  case  of  an  agreement  in  existence  on  March  24,  1983, 
between  a  nonqualified  deferred  compensation  plan  (as  defined  in 
section  3121(vX2XC)  of  the  Internal  Revene  Code  of  1954,  as  added 
by  this  section)  and  an  individual — 

(A)  the  amendments  made  by  this  section  (other  than  subsec- 
tion (b))  shall  apply  with  respect  to  services  performed  by  such 
individual  after  December  31,  1983,  and 

(B)  the  amendments  made  by  subsection  (b)  shall  apply  with 
respect  to  services  performed  by  such  individual  after  Decem- 
ber 31,  1984. 

The  preceding  sentence  shall  not  apply  in  the  case  of  a  plan  to 
which  section  457(a)  of  such  CJode  applies.  For  purposes  of  this  para- 
graph, any  plan  or  agreement  to  make  payments  described  in  para- 
graph (2),  (3),  or  (ISXAXiii)  of  section  3121(a)  of  such  Code  (as  in 
effect  on  the  day  before  the  date  of  the  enactment  of  this  Act)  shall 
be  treated  as  a  nonqualified  deferred  compensation  plan. 

CODIFICATION  OF  ROWAN  DECISION  WITH  RESPECT  TO  MEALS  AND 

LODGING 

Sec.  327.  (aXD  *  *  * 

*««***« 

[(dXD  Except  as  provided  in  paragraph  (2),  the  amendments 
made  by  subsections  (a)  and  (b)  shall  apply  to  remuneration  paid 
after  December  31,  1983. 

[(2)  The  amendments  made  by  subsection  (c)  shall  apply  to  re- 
muneration paid  after  December,  31,  1984.  J 

(dXV  The  amendments  made  by  subsection  (a)  shall  apply  to  re- 
muneration paid  after  December  31,  1983. 

(2)  The  amendments  made  by  subsection  (b)  and  subsection  (cXh) 
shall  apply  to  remuneration  (other  than  amounts  excluded  under 
section  119  of  the  Internal  Revenue  Code  of  1954)  paid  after  March 
4,  1983,  and  to  any  such  remuneration  paid  on  or  before  such  date 
which  the  employer  treated  as  wages  when  paid. 

(3)  The  amendments  made  by  paragraphs  (1),  (2),  and  (3)  of  subsec- 
tion (c)  shall  apply  to  remuneration  paid  after  December  31,  1984. 

*  it  *  *  *  *  * 

PART  C— OTHER  AMENDMENTS 
*«««*** 

LIMITATION  ON  PAYMENTS  TO  PRISONERS 

Sec.  339.  (a)  *  *  * 

[(b)  Section  223  of  such  Act  is  amended  by  striking  out  subsec- 
tion (f).] 
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(b)  Section  223(f)  of  such  Act  is  amended  to  read  as  follows: 
(f)  For  provisions  relating  to  limitation  on  payments  to  prisoners, 
see  section  202(x). 

TITLE  VI— PROSPECTIVE  PAYMENTS  FOR 
MEDICARE  INPATIENT  HOSPITAL  SERV- 
ICES 

«*«***« 

CONFORMING  AMENDMENTS 

Sec  602.  (a)  *  *  * 

******* 

(h)(1)  Section  1878(a)  of  such  Act  is  amended — 

(A)  by  inserting  *'and  (except  as  provided  in  subsection  (g)(2)) 
any  hospital  which  receives  payments  in  amounts  computed 
under  subsection  (b)  or  (d)  of  section  1886  and  which  has  sub- 
mitted such  reports  within  such  time  as  the  Secretary  may  re- 
quire in  order  to  make  payment  under  such  section  may  obtain 
a  hearing  with  respect  to  such  payment  by  the  Board"  after 
"subsection  (h)"  in  the  matter  before  paragraph  (1), 

(B)  by  inserting  ''(i)"  after  ''(A)"  in  paragraph  (1)(A), 

(C)  by  inserting  "or"  at  the  end  of  paragraph  (1)(A)  and  by 
adding  after  such  paragraph  the  following  new  clause: 

"(ii)  is  dissatisfied  with  a  final  determination  of  the  Sec- 
retary as  to  the  amount  of  the  payment  under  subsection 
(b)  or  (d)  of  section  1886,",  and 

(D)  by  striking  out  "(1)(A)"  in  paragraph  (3)  and  inserting  in 
lieu  thereof  "(lXA)(i),  or  with  respect  to  appeals  under  para- 
graph (l)(A)(ii),  180  days  after  notice  of  the  Secretary's  final  de- 
termination,". 

(2)(A)  The  last  sentence  of  section  1878(f)(1)  of  the  Social  Security 
Act  is  amended  by  inserting  "(or,  in  an  action  brought  jointly  by 
several  providers,  the  judicial  district  in  which  the  greatest 
number  of  such  providers  are  located)"  after  "the  judicial  district 
in  which  the  provider  is  located". 

(B)  Section  1878(f)(1)  of  such  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  sentence:  "Any  appeal  to  the 
Board  or  action  for  judicial  review  by  providers  which  are  under 
common  ownership  or  control  must  be  brought  by  such  providers 
as  a  group  with  respect  to  any  matter  involving  an  issue  common 
to  such  providers.". 

(C)  Notwithstanding  section  604(a)(1),  the  amendments  made  by 
this  paragraph  shall  be  effective  with  respect  to  any  appeal  or 
action  brought  on  or  after  the  date  of  the  enactment  of  this  Act. 
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REPORTS,  EXPERIMENTS,  AND  DEMONSTRATION  PROJECTS 

Sec.  603.  (a)(1)  The  Secretary  of  Health  and  Human  Services 
(hereinafter  in  this  title  referred  to  as  the  ''Secretary")  shall  study, 
develop,  and  report  to  the  Congress  within  18  months  after  the 
date  of  the  enactment  of  this  Act  on  the  method  and  proposals  for 
legislation  by  which  capital-related  costs,  such  as  return  on  net 
equity,  associated  with  inpatient  hospital  services  can  be  included 
within  the  prospective  payment  amounts  computed  under  section 
1886(d)  of  the  Social  Security  Act. 

(2)(A)  The  Secretary  shall  study  and  report  annually  to  the  Con- 
gress at  the  end  of  each  year  (beginning  with  1984  and  ending  with 
1987)  on  the  impact,  of  the  payment  methodology  under  section 
1886(d)  of  the  Social  Security  Act  during  the  previous  year,  on 
classes  of  hospitals,  beneficiaries,  and  other  payors  for  inpatient 
hospital  services,  and  other  providers,  and,  in  particular,  on  the 
impact  of  computing  DRG  prospective  payment  rates  by  census  di- 
vision, rather  than  exclusively  on  a  national  basis.  Each  such 
report  shall  include  such  recommendations  for  such  changes  in  leg- 
islation as  the  Secretary  deems  appropriate. 

(B)  During  fiscal  year  1984,  the  Secretary  shall  begin  the  collec- 
tion of  data  necessary  to  compute  the  amount  of  physician  charges 
attributable,  by  diagnosis-related  groups,  to  physicians'  services 
furnished  to  inpatients  of  hospitals  whose  discharges  are  classified 
within  those  groups.  The  Secretary  shall  [include,  in  a  report  to 
Congress  in  1985,]  submit  to  Congress,  not  later  than  July  1,  1985, 
a  report  to  Congress  which  includes  recommendations  on  the  advis- 
ability and  feasibility  of  providing  for  determining  the  amount  of 
the  payments  for  physicians'  services  and  for  services  of  certified 
registered  nurse  anesthetists  furnished  to  hospital  inpatients  based 
on  the  DRG  t5^e  classification  of  the  discharges  of  those  inpatients, 
and  legislative  recommendations  thereon. 

effective  dates 

Sec.  604.  (a)(1)  *  *  * 

♦  *♦*♦** 

(c)(1)  The  Secretary  shall  cause  to  be  published  in  the  Federal 
Register  a  notice  of  the  interim  final  DRG  prospective  payment 
rates  established  under  subsection  (d)  of  section  1886  of  the  Social 
Security  Act  (as  amended  by  this  title)  no  later  than  September  1, 
1983,  and  allow  for  a  period  of  public  comment  thereon.  Payment 
on  the  basis  of  prospective  rates  shall  become  effective  on  October 
1,  1983,  without  the  necessity  for  consideration  of  comments  re- 
ceived, but  the  Secretary  shall,  by  notice  published  in  the  Federal 
Register,  affirm  or  modify  the  amounts  by  December  31,  1983,  after 
considering  those  comments. 

(2)  A  modification  under  paragraph  (1)  that  reduces  a  prospective 
payment  rate  shall  apply  only  to  discharges  occurring  after  30  days 
after  the  date  the  notice  of  the  modification  is  published  in  the 
Federal  Register. 
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(3)  Rules  [to  implement  subsection  (d)  of  section  1886  of  the 
Social  Security  Act  (as  so  amended)]  to  implement  the  amendments 
made  by  this  title  shall  be  established  in  accordance  with  the  proce- 
dure described  in  this  subsection. 


PUBLIC  LAW  97-35 

AN  ACT  To  provide  for  reconciliation  pursuant  to  section  301  of  the  first  concurrent 
resolution  on  the  budget  for  the  fiscal  year  1982 


TITLE  XXII— FEDERAL  OLD-AGE,  SURVI- 
VORS, AND  DISABILITY  INSURANCE 
PROGRAM 

*  4:  *  *  «  «  )K 

RESTRICTIONS  ON  THE  LUMP-SUM  DEATH  PAYMENT 

Sec.  2202.  (a)(1)  Section  202(i)  of  the  Social  Security  Act  is  amend- 
ed— 

(A)  in  the  second  sentence,  by  striking  out  paragraphs  (1),  (2), 
(3),  and  (4)  and  inserting  in  lieu  thereof  the  following: 

'XD  to  a  widow  (as  defined  in  section  216(c))  or  widower  (as 
defined  in  section  216(g))  who  is  entitled  (or  would  have  been  so 
entitled  had  a  timely  application  been  filed),  on  the  basis  of  the 
wages  and  self-employment  income  of  such  insured  individual, 
to  benefits  under  subsection  (e),  (f),  or  (g)  of  this  section  for  the 
month  in  which  occurred  such  individual's  death;  or 

"(2)  if  no  person  qualifies  for  payment  under  paragraph  (1), 
or  if  such  person  dies  before  receiving  payment,  in  equal 
shares  to  each  person  who  is  entitled  (or  would  have  been  so 
entitled  had  a  timely  application  been  filed),  on  the  basis  of  the 
wages  and  self-employment  income  of  such  insured  individual, 
to  benefits  under  subsection  (d)  of  this  section  for  the  month  in 
which  occurred  such  individual's  death.";  and 

(B)  in  the  third  sentence,  by  striking  out  "(except  a  payment 
[asj  authorized  pursuant  to  clause  (1)(A)  of  the  preceding  sen- 
tence)". 

PAYMENT  OF  CERTAIN  BENEFITS  ONLY  FOR  MONTHS  AFTER  MONTH  IN 
WHICH  ENTITLEMENT  CONDITIONS  ARE  FULFILLED 

Sec.  2203.  (a)  *  *  * 

*♦*♦♦♦♦ 


(d)(1)  *  *  * 
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(4)  Section  216(h)  of  such  Act  is  amended  by  adding  at  the  end  of 
paragraph  (3)  (after  and  below  subparagraph  (C)(ii))  the  following 
new  sentence:  "For  purposes  of  subparagraph  (A)(i),  an  acknowl- 
edgement, court  decree,  or  court  order  shall  be  deemed  to  have  oc- 
curred on  the  first  day  of  the  month  in  which  it  actually  oc- 
curred.". 

******* 


TITLE  XXIII— PUBLIC  ASSISTANCE 
PROGRAMS 


Subtitle  C — Block  Grants  for  Social  Services 


******* 


CONFORMING  AMENDMENTS  TO  THE  SOCIAL  SECURITY  ACT 

Sec.  2353.  (a)(1)  *  *  * 


(h)  Section  1116  of  such  Act  is  amended — 

(1)  in  subsections  (a)(1)  and  (b),  by  striking  out  "XIX [,]  or 
XX"  and  inserting  in  lieu  thereof  "or  XIX"; 

(2)  in  subsection  (a)(3),  by  striking  out  "1904,  or  2003"  and  in- 
serting in  lieu  thereof  "or  1904";  and 

(3)  in  subsection  (d),  by  striking  out  "XIX,  XX"  and  inserting 
in  lieu  thereof  "or  XIX". 

******* 


Public  Law  96-499 

AN  ACT  To  provide  for  reconciliation  pursuant  to  section  3  of  the  First  Concurrent 
Resolution  on  the  Budget  for  the  fiscal  year  1981 

******* 


TITLE  IX— MEDICARE  AND  MEDICAID 
RELATED  PROVISIONS 

******* 

PART  A— PROVISIONS  RELATING  TO 
MEDICARE  AND  MEDICAID 
Subpart  I— Provider  Reimbursement  Changes 
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CONTINUED  USE  OF  DEMONSTRATION  PROJECT  REIMBURSEMENT 

SYSTEMS 

Sec.  903.  (a)  Section  1814(b)  of  the  Social  Security  Act  is  amend- 
ed— 

(1)  by  inserting  "except  as  provided  in  paragraph  (3),"  in 
paragraph  (1)  before  "the  lesser", 

(2)  by  striking  out  "or"  at  the  end  of  paragraph  (1), 

(3)  by  striking  out  the  period  at  the  end  of  paragraph  (2)  and 
inserting  in  lieu  thereof  ";  or",  and 

(4)  by  adding  at  the  end  thereof  the  following  [new  para- 
graph!: 

"(3)  if  some  or  all  of  the  hospitals  in  a  State  have  been  reim- 
bursed for  services  (for  which  payment  may  be  made  under 
this  part)  pursuant  to  a  reimbursement  system  approved  as  a 
demonstration  project  under  section  402  of  the  Social  Security 
Amendments  of  1967  or  section  222  of  the  Social  Security  Ad- 
mendments  of  1972,  if  the  rate  of  increase  in  such  hospitals  in 
their  costs  per  hospital  inpatient  admission  of  individuals  enti- 
tled to  benefits  under  this  part  over  the  duration  of  such 
project  was  equal  to  or  less  than  such  rate  of  increase  for  ad- 
missions of  such  individuals  with  respect  to  all  hospitals  in  the 
United  States  during  such  period,  and  if  either  the  State  has 
legislative  authority  to  operate  such  system  and  the  State 
elects  to  have  reimbursement  to  such  hospitals  made  in  accord- 
ance with  this  paragraph  or  the  system  is  operated  through  a 
voluntary  agreement  of  hospitals  and  such  hospitals  elect  to 
have  reimbursement  to  those  hospitals  made  in  accordance 
with  this  paragraph,  then  the  Secretary  may  provide  for  con- 
tinuation of  reimbursement  to  such  hospitals  under  such 
system  until  the  Secretary  determines  that — 

"(A)  a  third-party  payor  reimburses  such  a  hospital  on  a 
basis  other  than  under  such  system,  or 

"(B)  the  rate  of  increase  for  the  previous  three-year 
period  in  such  hospitals  in  costs  per  hospital  inpatient  ad- 
mission of  individuals  entitled  to  benefits  under  this  part 
is  greater  than  such  rate  of  increase  for  admissions  of  such 
individuals  with  respect  to  all  hospitals  in  the  United 
States  for  such  period. 
In  the  case  of  any  State  which  has  had  such  a  demonstration 
project  reimbursement  system  in  continuous  operation  since 
July  1,  1977,  the  Secretary  shall  provide  under  paragraph  (3) 
for  continuation  of  reimbursement  to  hospitals  in  the  State 
under  such  system  until  the  Secretary  determines  that  either 
of  the  conditions  described  in  subparagraph  (A)  or  (B)  of  such 
paragraph  occurred.". 

♦  ♦on*** 


PART—PROVISIONS  RELATING  TO  MEDICARE 
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optometrists'  services 

Sec.  937.  (a)  Clause  (4)  of  the  first  sentence  of  section  1861(r)  of 
the  Social  Security  Act  is  amended  by  striking  out  "but  only  with 
respect  to  establishing  their  necessity  for  prosthetic  lenses/'and  in- 
serting in  lieu  thereof  "but  only  with  respect  to  services  related  to 
the  condition  of  aphakia,". 

(b)  The  Secretary  of  Health  and  Human  Services  shall  submit  to 
the  Congress  by  January  1,  1982,  legislative  recommendations  with 
respect  to  reimbursement  under  title  XVIII  of  the  Social  Security 
Act  for  services  furnished  by  optometrists  in  connection  with  cata- 
racts and  such  other  services  which  they  are  legally  authorized  to 
perform. 

(c)  The  amendment  made  by  subsection  (a)  shall  apply  to  services 
furnished  [on  on]  on  or  after  July  1,  1981. 

*«***«« 


Trade  Act  of  1974 
******* 

title  II— relief  from  injury  caused 

BY  IMPORT  COMPETITION 

******* 

CHAPTER  2— ADJUSTMENT  ASSISTANCE  FOR 

WORKERS 

******* 

Subchapter  B — Program  Benefits 

PART  I— TRADE  READJUSTMENT  ALLOWANCES 
******* 

SEC.  233.  LIMITATIONS  ON  TRADE  READJUSTMENT  ALLOWANCES. 

(a)(1)  The  maximum  amount  of  trade  readjustment  allowances 
payable  with  respect  to  the  period  covered  by  any  certification  to 
an  adversely  affecterd  worker  shall  be  the  amount  which  is  the 
product  of  52  multiplied  by  the  trade  readjustment  allowance  pay- 
able to  the  worker  for  a  week  of  total  unemployment  (as  deter- 
mined under  section  232(a)),  but  such  product  shall  be  reduced  by 
the  total  sum  of  the  unemplojonent  insurance  to  which  the  worker 
was  entitled  (or  would  have  been  entitled  if  he  had  applied  there- 
for) in  the  worker's  first  benefit  period  described  in  section 
231(a)(3)(A). 

(2)  A  trade  readjustment  allowance  shall  not  be  paid  for  any 
week  after  the  52-week  period  beginning  with  the  first  week  follow- 
ing the  first  week  in  the  period  covered  by  the  certification  with 
respect  to  which  the  worker  has  exhausted  (as  determined  for  pur- 
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poses  of  section  231(a)(3)(B))  all  rights  to  that  part  of  his  unemploy- 
ment insurance  that  is  regular  compensation. 

(3)  [Notwithstanding  paragraph  (1),  in  accordance  with  regula- 
tions prescribed  by  the  Secretary,  payments  may  be  made  as  trade 
readjustment  allowances  for  up  to  26  additional  weeks  in  the  26- 
week  period  following  the  last  week  of  entitlement  to  trade  read- 
justment allowances  otherwise  payable  under  this  chapter  in  order 
to  assist  the  adversely  affected  worker  to  complete  training  ap- 
proved for  the  worker  under  section  236.3  Notwithstanding  para- 
graph (l)y  in  order  to  assist  the  adversely  affected  worker  to  com- 
plete training  approved  for  him  under  section  236,  and  in  accord- 
ance with  regulations  prescribed  by  the  Secretary,  payments  may  be 
made  as  trade  readjustment  allowances  for  up  to  26  additional 
weeks  in  the  26-week  period  that — 

(A)  follows  the  last  week  of  entitlement  to  trade  readjustment 
allowances  otherwise  payable  under  this  chapter;  or 

(B)  begins  with  the  first  week  of  such  training,  if  such  train- 
ing is  approved  after  the  last  week  described  in  subparagraph 
(A). 

Pa)m[ients  for  such  additional  weeks  may  be  made  only  for  weeks 
in  such  26-week  period  during  which  the  individual  is  engaged  in 
such  training  and  has  not  been  determined  under  section  236(c)  to 
be  failing  to  make  satisfactory  progress  in  the  training. 

♦  ♦***♦* 
PART  III— JOB  SEARCH  AND  RELOCATION  ALLOWANCES 

SEC.  237.  JOB  SEARCH  ALLOWANCES. 

(a)  Any  adversely  affected  worker  covered  by  a  certification 
under  subchapter  A  of  this  chapter  may  file  an  application  with 
the  Secretary  for  a  job  search  allowance.  Such  allowance,  if  grant- 
ed, shall  provide  reimbursement  to  the  worker  of  90  percent  of  the 
cost  of  necessary  job  search  expenses  as  prescribed  by  regulations 
of  the  Secretary;  except  that — 

(1)  such  reimbursement  may  not  exceed  [$600]  $800  for  any 
worker,  and 

(2)  reimbursement  may  not  be  made  for  subsistence  and 
transportation  expenses  at  levels  exceeding  those  allowable 
under  section  236(b)(1)  and  (2). 

*  *  *  *  >»  *  * 

SEC.  238.  RELOCATION  ALLOWANCES, 
(a)  *  *  * 

**♦*♦*♦ 

(d)  For  the  purposes  of  this  section,  the  term  ''relocation  allow- 
ance" means — 

(1)  *  *  * 

(2)  a  lump  sum  equivalent  to  three  times  the  worker's  aver- 
age weekly  wage,  up  to  a  maximum  payment  of  [$600.  J  $800. 
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CHAPTER  3— ADJUSTMENT  ASSISTANCE  FOR 

FIRMS 

******* 

SEC.  265.  ASSISTANCE  TO  INDUSTRIES. 

(a)  The  Secretary  may  provide  technical  assistance,  on  such 
terms  and  conditions  as  the  Secretary  deems  appropriate,  for  the 
establishment  of  industrywide  programs  for  new  product  develop- 
ment, new  process  development,  export  development,  or  other  uses 
consistent  with  the  purposes  of  this  chapter.  Such  technical  assist- 
ance may  be  provided  through  existing  agencies,  private  individ- 
uals, firms,  universities  and  institutions,  and  by  grants,  contracts, 
or  cooperative  agreement  to  associations,  unions,  or  other  nonprofit 
industry  organizations  in  which  a  substantial  number  of  firms  or 
workers  have  been  certified  as  eligible  to  apply  for  adjustment  as- 
sistance under  section  223  or  251. 

(b)  Expenditures  for  technical  assistance  under  this  section  may 
be  up  to  [$2,000,000]  $10,000,000  annually  per  industry  and  shall 
be  made  under  such  terms  and  conditions  as  the  Secretary  deems 
appropriate. 


IX.  SUPPLEMENTAL,  ADDITIONAL,  AND  ADDITIONAL 
SUPPLEMENTAL  VIEWS 


SUPPLEMENTAL  VIEW  ON  PRIVATE  FOUNDATIONS 
CONGRESSMAN  JAMES  R.  JONES 

One  question  with  which  I  have  been  directly  involved  over  the 
last  several  years  which  the  Committee  unfortunately  failed  to  ad- 
dress is  the  1969  provision  requiring  private  foundations  to  divest 
themselves  of  business  holdings  acquired  by  gift  or  bequest. 

Prior  to  enactment  of  the  1969  reforms,  a  number  of  individuals 
created  foundations  to  avoid  paying  estate  taxes  on  family  enter- 
prises, while  at  the  same  time  maintaining  effective  control  over 
these  businesses.  To  stop  this  practice,  and  clear  abuse.  Congress 
passed  a  provision  to  force  all  foundations  to  divest  themselves  of 
majority  ownership  in  all  ongoing  enterprises.  Although  several 
clearly  abusive  cases  were  rectified,  the  action  taken  in  1969  was 
similar  to  throwing  the  baby  out  with  the  bathwater.  Revisions  in 
Section  4943  are  clearly  long  overdue.  It  is  unfortunate  our  Com- 
mittee rejected  what  I  consider  to  be  a  reasonable  proposal  allow- 
ing foundations  to  elect  a  one-time  exemption  from  the  divestiture 
rules,  under  certain  conditions.  Specifically,  the  proposal  presented 
to  our  Committee  allowed  foundations  to  hold  their  excess  business 
assets,  if  minimum  cash  distributions  were  made  from  the  subsidi- 
ary to  the  foundation.  I  believe  the  testimony  taken  by  the  Over- 
sight Subcommittee  decisively  showed  that  the  concerns  leading  to 
the  1969  reforms  are  not  a  problem  today,  and  the  proposal  offered 
as  its  replacement  provided  adequate  safeguards. 

Let  me  briefly  mention  two  foundations  affected  by  the  1969  pro- 
vision, both  of  which  I  am  intimately  familiar.  In  my  District, 
there  is  a  foundation  which  provides  care  solely  for  orphans  and 
widows.  It  supports  itself  fully  through  its  business  holdings.  Estab- 
lished in  1908,  the  foundation  has  cared  for  a  total  of  800  independ- 
ent children  and  has  given  substantial  care  for  more  than  3,000 
widows  and  more  than  8,000  of  their  dependent  children.  The 
abuses  Congress  was  attempting  to  eradicate  in  1969  are  not  even 
remotely  applicable  to  this  fundation.  The  foundation  has  been  in 
existence  longer  then  income  and  estate  tax  laws. 

Another  foundation  in  my  District  was  established  by  a  couple 
with  no  natural-born  or  adopted  children.  Furthermore,  neither  the 
husband  nor  the  wife  served  as  ''managers"  of  the  foundation,  nor 
did  they  sit  on  the  foundation's  board  of  trustees.  Both  the  wife 
and  husband  passed  away  in  the  early  1960's,  but  because  of  the 
couple's  devotion  and  interst  in  their  community,  the  foundation  is 
operating  today,  and  the  trustees  anticipate  that  the  foundation 
will  give  grants  in  excess  of  $15  million  during  the  current  fiscal 
year. 

These  two  examples  are  among  the  many  worthwhile  founda- 
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tions  which  have  been  unnecessarily  hurt  by  the  overly  broad  Act 
of  1969.  At  this  time,  the  foundations  in  my  District  are  facing  the 
prospect  of  divesting  themselves  of  their  business  holdings  at  ''fire- 
sale"  prices. 

Even  more  alarming  is  my  fear  that  the  excess  business  holdings 
provisions  have  had  a  chilling  effect  on  potential  contributions  to 
private  foundations.  Whey  should  citizens  contribute  the  holdings  of 
their  lifelong  achievements  to  a  private  foundation,  knowing  that 
those  achievements  will  be  dismantled  in  a  relatively  short  period? 

The  1961  reforms  were  enacted  in  what  one  participant  described 
as  a  ''charged  atmosphere."  The  reports,  documents,  and  personal 
accounts  that  were  filed  with  this  committee  indicate  that  we  have 
corrected  "the  abusive  cases."  It  is  now  time  to  reevaluate  the  ac- 
tions taken  in  1969.  We  should  be  guided  by  two  objectives  in  this 
endeavor.  First,  we  should  eliminate  or  revamp  burdensome  and 
antiquated  laws.  Second,  we  should  make  certain  only  foundations 
operating  for  the  public,  and  not  private,  benefit  enjoy  favorable 
tax  treatment. 

I  regret  that  our  Committee  did  not  remove  the  restrictions  that 
are  impeding  private  foundations  in  their  efforts  to  deliver  charita- 
ble services  to  the  public. 

James  R.  Jones. 


SUPPLEMENTAL  VIEWS  OF  HON.  JAMES  R.  JONES,  HON. 
BERYL  ANTHONY,  JR.,  AND  HON.  CARROLL  A.  CAMPBELL, 
JR. 

The  United  States  now  faces  a  budgetary  crisis  which  the  admin- 
istration and  Congress  appear  unwilling  to  resolve  until  after  the 
1984  elections.  The  First  Budget  Resolution  for  Fiscal  Year  1984 
which  was  adopted  by  a  vote  of  239  to  186,  calls  for  spending  reduc- 
tions of  $12.3  billion,  and  revenue  increases  of  $73  billion,  for  fiscal 
years  1984-86.  Compliance  with  these  budget  targets  were  project- 
ed to  produce  a  deficit  of  $179.3  billion  in  fiscal  year  1984  declining 
to  $130.8  billion  by  fiscal  year  1986.  The  action  recommended  by 
the  Committee  on  Ways  sind  Means  in  H.R.  4170  does  not  meet  the 
budget  goals  which  Congress  established.  While  H.R.  4170  techni- 
cally meets  the  instructions  of  the  budget  resolution  to  the  Ways 
and  Means  Committee  for  spending  reductions,  the  key  reform  for 
controlling  Medicare  cost  growth  was  not  supported  by  a  majority 
of  this  Committee.  The  revenue  increases  in  this  bill  are  estimated 
to  fall  short  of  the  reconciliation  target  for  fiscal  years  1984-86  by 
at  least  $65  billion. 

The  grim  budget  outlook  predicted  by  the  non-partisan  Congres- 
sional Budget  Office  in  which  budget  deficits  in  the  range  of  $200 
billion  persist,  has  produced  a  political  catatonia,  in  which  both 
parties  appear  unwilling  to  be  first  in  proposing  the  tough  actions 
needed  to  resolve  the  crisis.  We  are  filing  these  supplemental  views 
to  recommend  an  alternative  approach  which  would  begin  to  bring 
the  budget  under  control.  This  approach  is  incorporated  in  H.R. 
3790,  which  we  have  sponsored.  H.R.  3790  would  reduce  the  index- 
ing in  both  the  income  tax  and  in  non-means-tested  entitlement 
programs  by  2  percentage  points  each  year  during  the  years  1985- 
90.  Although  income  tax  indexing  and  COLAs  tied  to  the  CPI  for 
non-means-tested  entitlement  programs  are  strongly  supported  by 
many  Members,  we  believe  a  compromise  is  required  if  the  deficits 
are  to  be  significantly  reduced.  A  temporary  modification  in  tax  in- 
dexing scheduled  to  begin  for  calendar  year  1985  is  necessary  in 
order  to  reduce  the  rapid  rise  in  the  projected  structural  budget 
deficit  throughout  the  remainder  of  this  decade  and  the  next 
caused  by  the  indexing  of  individual  income  tax  for  inflation  and 
COLAs  for  entitlement  programs.  The  revenue  loss  from  indexing 
rises  from  $5.3  billion  in  1985  increasing  to  $74.2  billion  by  1990. 

In  conjunction  with  a  temporary  modification  of  the  Tax  Code, 
H.R.  3790  would  also  make  a  temporary  change  in  annual  cost-of- 
living  (COLA)  adjustments  for  non-means-tested  programs  primar- 
ily pensions  not  related  to  need.  Like  the  Tax  Code,  adjustments 
during  fiscal  years  1985-90  for  these  programs  would  be  based  on 
the  annual  change  in  the  CPI  or  other  relevant  index  less  2  per- 
centage points  rather  than  the  full  cost-of-living  adjustment.  This 
limitation  would  expire  at  the  end  of  fiscal  year  1990,  at  which 
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time,  the  Congress  could  reassess  the  issue  in  light  of  the  current 
economic  and  budgetary  situation. 

An  important  feature  of  H.R.  3790  is  that  full  COLA's  are  contin- 
ued for  entitlement  programs  serving  the  poor  in  which  benefit  in- 
creases are  tied  to  inflation.  In  these  means-tested  entitlement  pro- 
grams, such  as  SSI,  food  stamps,  and  child  nutrition,  indexing 
serves  to  place  a  floor  under  real  benefit  levels,  as  distinct  from  the 
maintenance  of  real  benefit  levels  by  indexing  of  non-means-tested 
benefits.  Some  recipients  of  non-means-tested  programs,  especially 
social  security,  have  low  incomes,  and  arguably  should  have  real 
benefit  levels  protected.  But  clearly  the  efficient  way  to  do  this  is 
to  modify  the  "safety  net"  programs  themselves  to  provide  an 
offset,  as  was  done  in  the  recent  social  security  legislation,  rather 
than  to  exclude  the  great  majority  of  beneficiaries  with  middle  and 
high  incomes  from  sacrifice  in  order  to  protect  benefit  levels  for 
the  minority  of  beneficiaries  with  low  incomes. 

Indexing  is  the  single  largest  component  of  Federal  spending 
over  which  the  Congress  perceives  itself  as  having  little  control.  To 
date,  some  86  Federal  programs  have  one  or  more  provisions  that 
change  in  response  to  a  movement  of  some  index,  usually  a  meas- 
ure of  prices  or  wages.  In  total,  these  formally  indexed  programs 
comprise  nearly  30  percent  of  Federal  spending.  In  addition,  an- 
other 40  percent  of  Federal  spending,  while  not  formally  indexed, 
is  considered  "uncontrollable  by  the  very  nature  of  the  expendi- 
tures. This  includes  interest  on  the  national  debt,  which  amounts 
to  11  percent  of  total  spending  outlays  from  prior  year  approria- 
tions,  which  amount  to  17  percent  of  total  spending;  and  entitle- 
ment and  mandatory  spending  that  is  not  indexed,  which  amounts 
to  12  percent  of  total  spending.  This  last  category  includes  some 
open-ended  programs,  which  while  not  formally  indexed,  are  very 
responsive  to  inflation,  such  as  Medicare  and  Medicaid. 

While  we  do  not  portend  that  passage  of  H.R.  3790  would  resolve 
all  of  our  deficit  programs,  we  believe  it  represents  an  important 
start  by  proposing  a  $180  billion  reduction  in  the  projected  deficits 
over  the  6  year  time  frame.  Under  the  most  current  economic  pro- 
jections (August  1983),  the  Congressional  Budget  Office  estimates 
deficit  reductions  as  follows: 

DEFICIT  REDUCTION  FROM  H.R.  3790 


[In  billions  of  dollars] 


1985 

1986 

1987 

1988 

1989 

1990 

1985- 
90 

Reduced  outlays  

  3.2 

7.7 

12.3 

16.9 

21.6 

25.3 

87.0 

Increased  revenues  

  2.4 

6.7 

11.6 

17.3 

23.9 

31.3 

93.2 

Total  deficit  reduction  

  5.6 

14.4 

23.9 

34.2 

45.5 

56.6 

180.2 

There  are  three  important  features  to  note  about  these  deficit  re- 
ductions. First,  they  are  about  equally  balanced  between  outlay  re- 
ductions and  increased  revenues.  Second,  they  are  cumulative, 
growing  larger  in  later  years,  as  is  appropriate  when  the  structural 
deficit  otherwise  is  increasing.  Third,  they  are  permanent,  even 
though  the  indexing-reduction  program  itself  is  temporary;  when 
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full  indexing  is  resumed  in  1990,  the  deficit  will  remain  about  $57 
billion  smaller  than  it  would  have  been  without  the  program.  In 
this  sense,  the  indexing  reduction  makes  a  one-time  adjustment  to 
both  revenue  and  spending  levels  to  help  restore  budgetary  control. 

As  the  numbers  clearly  indicate,  H.R.  3790  is  not  a  complete  so- 
lution for  our  budget  problem.  Obviously,  restraint  in  defense 
spending,  reforms  to  reduce  costs  and  maintain  solvency  in  Medi- 
care and  Medicaid,  and  continued  restraint  in  some  other  domestic 
spending  programs  will  be  required  to  eliminate  the  deficit  or  even 
to  bring  it  down  to  a  manageable  level.  But  a  reduction  of  $57  bil- 
lion, about  1  percent  of  GNP,  through  implementation  of  H.R. 
3790,  would  take  us  a  large  step  towards  restoring  budgetary  con- 
trol. 

The  prospect  of  huge  future  deficits  in  the  range  of  $200  billion 
per  year,  as  projected  under  current  policies  by  the  CBO,  will  have 
grave  economic  consequences.  Future  budget  deficits  in  the  range 
of  $200  billion  per  year,  will  reduce  capital  formation,  damage  our 
competitiveness  in  world  trade,  destroy  jobs  in  export  and  import- 
competing  industries,  and  eventually  imperil  recovery.  The  credit 
market  demand  necessary  to  finance  additional  government  bor- 
rowing will  keep  interest  rates  high,  holding  back  recovery  in  hous- 
ing, autos  and  other  industries  which  are  closely  dependent  on  the 
credit  market  and  interest  rates.  Further,  eventual  pressures  on 
the  Federal  Reserve  to  monetize  these  large  deficits  will  increase 
the  risks  of  a  reacceleration  of  inflation. 

Lawmakers  did  not  anticipate  the  rampant  increase  in  inflation 
which  resulted  in  explosive  growth  in  indexed  spending  during  the 
late  1970's  and  early  1980's.  Deficiencies  in  indexing  resulted  in 
overcompensation  of  individuals  in  some  circumstances.  The  threat 
which  continued  automatic  increases  in  Federal  spending  and  re- 
ductions in  Federal  revenues  cause  to  our  budgetary  position  is  a 
serious  problem  on  which  both  the  Congress  and  the  American 
people  must  begin  to  focus.  The  demands  being  placed  upon  our 
fiscal  capacity  by  the  rapid  rise  in  certain  domestic  programs,  the 
sharply  increasing  proportion  of  elderly  citizens  in  the  population, 
and  the  inexorable  rise  in  medical  costs,  suggests  to  us  that  it  is 
unlikely  that  we  will  see  normal  fiscal  circumstances  in  the  fore- 
seeable future.  Business-as-usual  budgets  are  irresponsible  in  the 
midst  of  a  fiscal  crisis.  We,  therefore,  believe  that  passage  of  H.R. 
3790  is  a  necessary  first  step  toward  returning  the  budget  to  a  fis- 
cally sound  position. 

James  R.  Jones. 
Beryl  Anthony,  Jr. 
Carroll  Campbell. 


SUPPLEMENTAL  VIEW  ON  IDE'S  SUBMITTED  BY  CONGRESS- 
MEN JIM  JONES,  CARROLL,  CAMPELL,  AND  BERYL  AN- 
THONY 

Last  year,  we  enacted  far-reaching  restrictions  on  the  industrial 
development  bond  program  (IDBs)  in  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  (TEFRA).  These  restrictions  not  only  eliminated 
most  of  the  abuses  in  the  program,  but  also  mandated  reporting  re- 
quirements which  will  give  Congress  information  necessary  for  ef- 
fective oversight  of  the  IDB  program.  A  mere  nine  months  have 
passed  since  the  TEFRA  changes  have  become  effective,  and  far 
more  restrictive  provisions  have  been  approved  by  the  Ways  and 
Means  Committee. 

Our  disagreement  with  the  action  taken  by  the  Committee  arises 
from  the  fact  that  we  believe  that  if  further  changes  (aside  from 
denying  a  tax-exemption  to  FSLIC/FDIC-backed  bonds  or  prohibit- 
ing tax-exempt  bonds  to  be  used  for  liquor  stores,  skyboxes,  air- 
planes and  gambling  establishments)  are  made,  they  should  be 
made  only  after  Congress  has  taken  the  time  to  collect  sufficient 
data  to  reveal  the  effects  of  the  TEFRA  changes  on  the  program 
and  to  study  that  data. 

It  has  been  offered  that  new  restrictions  were  needed  because 
volume  was  out  of  control.  According  to  the  preliminary  Treasury 
reports  on  1983  activity,  however,  the  annualized  small  issue  IDB 
volume  for  1983  will  be  more  than  50  percent  lower  than  Trea- 
sury's report  on  the  1982  volume,  and  may  be  at  least  60  percent 
lower  than  the  small  issue  volume  Treasury  projected  for  1983. 

We  not  only  question  the  wisdom  of  enacting  new  restrictions  on 
IDBs  before  the  data  collected  pursuant  to  TEFRA  are  studied,  but 
we  specifically  object  to  the  adoption  of  individual  state  volume 
caps.  A  comprehensive  volume  cap  on  all  IDBs  pits  legitimate 
public  purposes  against  one  another  as  well  as  one  community 
against  another,  as  they  all  vie  to  be  included  within  a  particular 
state's  IDB  volume.  The  $150-per  capita  limit  proposed  for  the 
volume  cap  imposes  a  sizeable  reduction  in  IDBs  in  a  number  of 
states  without  regard  to  their  particular  needs.  This  volume  cap 
also  will  require  a  new  layer  of  bureaucracy  to  administer  what 
many  state  officials  have  termed  a  ''nightmare"  (e.g.,  keeping  a 
program  within  its  overall  volume  limit).  Most  importantly,  the 
volume  cap  will,  to  a  large  degree,  eliminate  the  prerogative  of 
local  officials  to  solve  their  own  problems  and  force  governors  or 
legislators  to  prioritize  among  uses  in  the  state. 

Prohibiting  the  use  of  IDBs  for  the  purchase  of  land  would  elimi- 
nate IDB  financings  for  a  major  component  of  any  job-creating 
project.  Precluding  the  use  of  IDBs  for  land  acquisition  also  dis- 
criminates against  urban  areas  or  states  where  land  prices  are 
high,  as  well  as  projects  such  as  industrial  parks  or  alternative 
energy  projects  where  land  is  a  significant  part  of  the  project. 
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Many  states  use  IDBs  for  the  purchase  of  existing  facilities  as  a 
vital  economic  development  tool  in  their  communities.  There  is  no 
apparent  justification  for  discriminating  against  existing  facilities 
which  communities  might  wish  to  use  to  foster  economic  develop- 
ment. 

The  provision  capping  outstanding  small  issue  IDBs  will  prevent 
many  industrial  projects  from  going  forward.  The  usefulness  of 
IDBs  is  related  to  the  particular  project  and  not  by  whom  it  is 
used.  More  importantly,  a  $40  million  limit  on  principal  users  is  an 
overreaction  to  a  non-problem,  since  a  1981  CBO  report  showed 
that  93  percent  of  the  small  issue  IDBs  were  used  by  small  busi- 
ness. Imposing  a  $40  million  cap  on  each  principal  user  discrimi- 
nates against  high  technology  industries,  to  which  so  many  reces- 
sion-ridden areas  in  the  country  are  turning  for  economic  revital- 
ization,  as  well  as  those  areas  which  feel  that  high  tech  is  an  im- 
portant component  of  their  futures.  Such  a  cap  also  discriminates 
against  capital-intensive  industries  or  small  firms  which  feel  the 
need  to  make  major  capital  investments  in  order  to  remain  compet- 
itive. Many  labor-intensive  projects  (i.e.,  commercial  projects)  will 
also  be  harmed  under  such  a  proposal. 

The  arbitrage  limits  set  by  the  Committee  will  harm  significant- 
ly a  number  of  groups.  For  example,  multi-family  housing  is  a 
high-risk  venture  and  the  issuance  costs  could  well  exceed  the  prof- 
its available  through  arbitrage.  It  is  therefore  likely  that  these  new 
rules  will  result  in  a  loss  to  multi-family  housing  projects  with  the 
only  way  to  offset  this  loss  being  sizeable  contributions  from  State 
legislatures.  However,  such  contributions  could  either  be  infeasible 
economically  for  the  states,  or  prohibited  by  state  constitutions. 
Thus,  we  stand  to  lose  more  than  we  stand  to  gain.  Moreover,  de- 
spite Treasury  allegations  to  the  contrary  during  Committee  con- 
sideration, current  law  contains  arbitrage  restrictions  on  IDBs.  It 
also  cannot  be  overlooked  that  these  new  limits  will  also  work  a 
hardship  on  educational  institutions  which  have  already  been  hit 
hard  by  shrinking  federal  aid  and  who  also  rely  on  arbitrage  prof- 
its to  pay  issuance  costs. 

Last  year.  Congress  provided  four  exceptions  to  the  IDB  restric- 
tions contained  in  TEFRA.  We  feel  the  Committee  did  not  give  ade- 
quate consideration  as  to  whether  these  uses  should  be  included  in 
the  volume  cap  and  ACRS  restrictions.  Specifically,  we  feel  excep- 
tions should  have  been  provided  for,  among  others,  pollution  con- 
trol facilities  and  solid  waste  disposal. 

Pollution  control  facilities  are  only  installed  because  the  law  re- 
quires that  they  be.  Federal  environmental  requirements  fix  the 
volume  and  general  timing  for  pollution  control  financings.  A 
volume  cap  would  be  an  additional,  artificial  constraint.  In  addi- 
tion, the  cap  would  discriminate  against  longer  term  projects  and 
favor  those  put  together  quickly  to  take  advantage  of  the  cap.  The 
impact  would  be  unduly  harsh  for  projects  where  substantial  plan- 
ning, engineering  and  environmental  approvals  must  occur  before 
the  financing  can  take  place.  These  projects  produce  benefits  for 
the  public  and  further  restrictions  will  only  impede  efforts  by  com- 
panies to  undertake  the  costly  and  non-productive  capital  improve- 
ment necessary  to  comply  with  the  Clean  Air  and  Water  Acts. 
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Moreover,  solid  waste  disposal  facilities  are  an  integral  part  of 
the  national  goal  to  preserve  environmental  quality.  These  facili- 
ties are  an  environmentally  sound,  effective  method  of  disposing  of 
millions  of  tons  of  waste  that  would  otherwise  have  to  be  disposed 
of  by  far  more  ecologically  damaging  methods.  Many  solid  waste 
recovery  systems  are  technologically  advanced,  very  expensive,  and 
contain  elements  of  economic  risk  that  must  be  borne  by  private 
capital  partners.  More  than  200  communities  are  currently  plan- 
ning waste-to-energy  projects  which  should  be  encouraged,  not  dis- 
couraged. Congress  has  previously  acknowledged  the  importance  of 
these  quasi-public  endeavors.  We  should  have  continued  the  excep- 
tions provided  for  these  uses  when  industrial  development  bond 
money  is  used  to  finance  these  facilities. 

Although  the  Committee  bill  contains  many  needed  tax  reforms 
and  revisions,  there  are  strong  feeling  among  a  number  of  Mem- 
bers that  further  action  on  IDBs  should  have  been  deferred.  We 
feel  that  a  more  prudent  course  for  the  House  of  Representatives  to 
take  would  be  to  collect  and  study  the  data  we  mandated  in 
TEFRA.  The  industrial  development  bond  program  is  too  vital  an 
economic  tool  to  rush  action  at  this  time. 

James  R.  Jones. 
Carroll  Campbell. 
Beryl  Anthony,  Jr. 


SUPPLEMENTAL  VIEWS 


Although  some  of  us  are  co-sponsors  of  H.R.  4170,  we  want  to 
make  it  absolutely  clear  that  we  do  not  support  the  material  print- 
ed with  Title  X  relating  to  mandatary  assignment  of  physicians 
under  the  Medicare  program.  This  material  is  not  part  of  the  bill, 
even  though  it  is  published  in  this  Committee  report.  It  is  legisla- 
tively separate  and  is  to  be  offered  as  an  amendment  to  the  bill 
during  floor  debate. 

It  is  important  to  note  that  this  material  was  defeated  by  a  re- 
corded vote  in  the  Committee.  Although  a  majority  of  Members  op- 
posed it  then,  the  Committee  agreed  later  to  its  submission  to  the 
entire  House  as  an  amendment. 

We  intend  to  vote  against  this  amendment,  and  we  urge  our  col- 
leagues to  join  us,  because,  it  would: 

(1)  Be  disruptive  to  an  already  problem-riddled  Medicare  pro- 
gram. (Depending  on  reaction  to  it,  beneficiaries'  access  to  Medi- 
care services  could  be  reduced). 

(2)  Be  premature,  in  that  studies  already  are  underway,  or 
planned,  to  determine  whether  such  action  would  be  effective.  (A 
quadrennial  Social  Security  Advisory  Council  now  is  reviewing  this 
and  other  Medicare  issues,  and  will  report  to  the  Congress  later 
this  year.  The  Committee  itself  is  sponsoring  a  major  conference  on 
Medicare  issues  (November  29-30)  in  conjunction  with  the  Congres- 
sional Budget  Office  and  the  Congressional  Research  Service.  Cur- 
rent law  requires  the  Secretary  of  Health  and  Human  Services  to 
report  to  the  Congress,  no  later  than  1985,  on  the  merits  of  a  pro- 
spective payment  system  for  physicians'  fees.) 

(3)  Not  produce  savings  of  any  substantial  financial  help  to  Medi- 
care. The  main  Medicare  trust  fund  is  expected  to  be  depleted  by 
the  end  of  this  decade  and  program  shortfalls  over  the  next  15-20 
years  must  be  measured  in  terms  of  hundreds  of  billions  of  dollars. 
This  amendment  would  ''save",  over  the  next  three  years,  less  than 
$1  billion,  or  a  tiny  fraction  of  the  amount  needed  to  make  Medi- 
care whole.  It  is  analogous  to  using  a  fire  extinguisher  on  Mt.  St. 
Helens. 
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The  beneficiaries  are  not  going  to  be  helped  by  this  amendment, 
the  physicians  are  not  going  to  be  helped  by  this  amendment,  and 
the  taxpayers  are  not  going  to  be  helped  by  this  amendment.  No 
one  needs  it. 

Barber  Conable. 
John  J.  Duncan. 
Bill  Archer. 
Guy  Vander  Jagt. 
Philip  M.  Crane. 
Bill  Frenzel. 
Jim  Martin. 
Dick  Schulze. 
Bill  Gradison. 
W.  Henson  Moore. 
Carroll  Campbell. 
William  M.  Thomas. 


ADDITIONAL  VIEWS  OF  HON.  BILL  FRENZEL 


In  general,  I  support  this  package  of  tax  proposals.  It  is  so  large 
and  complicated  that  no  person  could  completely  agree  with  all  of 
its  components.  Surely  I  do  not.  But,  overall,  it's  a  good  piece  of 
work. 

It  is  important  to  reognize,  however,  that  this  bill  is  not  designed 
to  increase  taxes.  It  contains  some  provisions  which  will  result  in  a 
reduction  of  revenues,  and  others  which  will  increase  revenues. 
The  overall  result  of  the  bill  will  be  an  increase  in  revenues  to  the 
Treasury,  but  I  did  not  join  in  the  process  of  developing  the  propos- 
al with  that  result  in  mind.  Rather,  the  underlying  rationale  was 
to  make  necessary  changes  in  tax  laws  which  were  expiring,  or 
which  needed  improvement. 

An  important  title  deals  with  the  tax  treatment  of  private  foun- 
dations. The  Congress  last  conducted  a  comprehensive  review  of 
private  foundation  tax  law  in  1969.  In  my  judgment,  this  bill  con- 
tains worthy  and  long  overdue  improvements.  The  changes  in  the 
treatment  of  gifts  of  appreciated  stock  to  private  foundations  and 
the  increases  in  the  contribution  limits  of  cash  gifts  to  private 
foundations,  along  with  the  liberalized  carryforward  of  excess  con- 
tributions provision,  will  help  private  foundations  attract  more 
funds  to  continue  their  needed,  charitable  work. 

I  consider  the  Committee's  action  a  first  step  toward  the  eventu- 
al, and  justified,  equalization  of  the  tax  treatment  of  private  foun- 
dations with  that  of  public  charities. 

The  bill  also  contains  a  provision  which  extends,  for  five  more 
years,  the  single  family  mortgage  subsidy  bond  program.  This  pro- 
posal, which  was  developed  from  a  bill  that  my  colleague  Tom 
Downey  and  I  introduced  early  this  year,  and  which  had  over  300 
cosponsors  in  the  House,  will  help  to  insure  that  low  to  moderate 
income  families  will  continue  to  have  a  program  available  to  them 
to  help  them  purchase  their  first  home.  It  is  a  good  program,  and 
the  Committee  is  to  be  commended  for  including  it  in  this  package. 

A  third  provision,  which  has  been  included  in  the  mortgage  sub- 
sidy bond  title  of  the  bill,  would  impose  the  most  far  reaching  re- 
strictions on  the  use  of  tax-exempt  bonds  ever  approved  by  the 
Ways  and  Means  Committee.  The  centerpiece  of  the  proposal  is  a 
$150  per  capita  volume  cap  limiting  the  amount  of  tax-exempt 
bonds  a  state  could  issue  in  any  single  year.  The  volume  cap  does 
not  include  limitations  on  the  amount  of  bonds  which  can  be  issued 
by  tax-exempt  organizations,  nor  does  it  limit  the  amount  of  public 
purpose  general  obligation  bonds  which  can  be  issued  by  state  and 
local  governments. 

A  volume  cap  on  tax-exempt  bonds  was  not  my  first  choice  as  a 
means  of  restricting  their  use.  The  Committee,  however,  felt  that  it 
was  very  important  to  slow  the  future  growth  of  the  use  of  the 
bonds  due  to  the  explosion  of  growth  which  has  occurred  in  the  use 
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of  tax-exempt  bonds  in  recent  years.  Tax-exempt  bonds  generally 
should  be  the  financing  vehicle  of  last  resort.  In  times  of  short 
supply  of  credit,  or  high  interest  rates,  they  are  often  the  only 
game  in  town. 

The  bill  reinforces  this  point,  and  discourages  the  perception  that 
tax-exempts  are  designed  to  be  a  first  choice  as  a  means  of  financ- 
ing private  purpose  projects.  In  choosing  a  cap  rather  than  further 
severe  restrictions  in  depreciation,  the  Committee  attempted  to  de- 
velop an  equitable  and  uniform  system  for  limiting  the  rapid 
growth  of  tax-exempt  bonds. 

Another  of  the  major  titles  of  the  bill  provides  a  complete  revi- 
sion of  the  taxation  of  life  insurance  companies.  The  current  law 
governing  the  tax  treatment  of  life  insurance  was  written  in  1959, 
and  was  woefully  inadequate  for  dealing  with  the  modern  life  in- 
surance industry. 

Last  year  the  Congress  could  not  agree  on  a  new  system  of  life 
insurance  taxation,  and  temporary,  "stop-gap"  legislation,  was  en- 
acted instead.  Subcommittee  Chairman  Pete  Stark  and  Congress- 
man Henson  Moore  took  on  the  challenge  this  year  and  were  able 
to  develop,  and  shepherd  through  the  Committee,  a  comprehensive 
re-write  of  the  taxation  of  life  insurance  that  received  the  support 
of  most  of  the  various  segments  of  the  life  insurance  industry. 

In  view  of  the  acrimony  that  existed  between  the  two  major  in- 
dustry groups,  the  stocks  and  the  mutuals,  this  was  not  easy  task. 
Although  I  strongly  feel  that  the  mutuals  were  assigned  a  revenue 
burden  that  was  disproportionately  large  in  comparison  to  their 
share  of  life  insurance  business,  I  think  Messrs.  Stark  and  Moore 
deserve  special  commendation. 

Fringe  benefits  rules,  which  have  been  included  in  another  title 
of  the  bill,  should  finally  lay  to  rest  much  of  the  uncertainty  that 
has  existed  over  the  past  several  years  concerning  the  tax  status  of 
non-statutory  fringe  benefits.  Ever  since  the  day  the  Treasury  first 
proposed  taxing  fringe  benefits,  the  Congress  has  imposed,  and 
reimposed,  a  moratorium  on  the  issue,  with  the  vague  promise  that 
Congress  would  sometime  provide  definitive  guidance.  The  future  is 
now,  and  the  provision  in  the  bill  at  long  last  provides  long  needed 
guidelines  as  to  what  is  or  is  not  a  taxable  fringe  benefit. 

More  importantly,  it  essentially  maintains  the  tax-exempt  status 
of  the  fringe  benefits  that  are  most  important  to  many  working 
taxpayers.  Airline  passes  to  airline  employees,  tuition  remissions 
for  college  and  university  employees,  discounts  to  retail  employees, 
health  and  exercise  facilities,  subsidized  cafeterias,  etc.  have  all 
generally  been  treated  as  tax-free  fringe  benefits  under  the  bill. 
There  are  still  many  ambiguities  in  the  bill,  and  I  am  certain  that, 
at  some  point  in  the  near  future,  we  will  have  to  make  several  cor- 
rections in  the  bill  in  order  to  resolve  issues  of  which  we  are  not 
now  aware.  Generally,  however,  the  proposal  is  a  good  one. 

The  Tax  Law  Simplification  and  Improvement  Act  of  1983  has 
also  been  included  in  this  package.  The  proposal,  which  contains 
dozens  of  generally  pro-taxpayer  changes  in  the  Tax  Code,  is  de- 
signed to  clarify  and  simplify  tax  provisions  which  were  either  sta- 
tutorily deficient,  had  created  confusion  in  tax  administration,  or 
had  other  deficiencies.  Passage  of  this  provision  should  make  life 
easier  for  many  taxpayers. 
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A  title  has  also  been  included  in  the  package  which  provides  for 
technical  corrections  to  the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982,  the  Highway  Revenue  Act  of  1982,  the  Social  Security 
Amendments  Act  of  1983,  and  other  recent  tax  laws.  More  often 
than  not,  technical  corrections  bills  become  far  more  than  techni- 
cal. However,  these  provisions  appear  to  be  technical  in  nature. 

Another  major  provision  in  the  bill  concerns  the  tax  treatment  of 
leases  involving  tax-exempt  entities.  What  originally  started  out  as 
an  oversight  hearing  into  Federal  leases  blossomed  into  a  compre- 
hensive policy  statement  severly  restricting  the  tax  benefits  that 
would  generally  be  available  in  a  lease  transaction  with  a  tax- 
exempt  entity.  In  general,  I  think  that  the  policy  behind  the  bill  is 
good.  Prior  to  this  bill,  a  city  could  construct  its  sports  arena  with 
Tax  Exempt  Bonds,  sell  it  to  a  taxable  enity,  and  then  lease  it 
back.  The  city  then  reaps  a  double  benefit,  and  the  investor,  for  rel- 
atively low  risk,  is  able  to  purchase  tax  deductions.  The  practice  is 
a  raid  on  the  Federal  Treasury  through  a  back  door  device,  and  the 
Committee  was  right  in  stopping  it. 

Unfortunately,  while  most  of  the  bill  is  necessary,  the  restric- 
tions are  imposed  in  an  unecessarily  broad  manner.  The  problem 
originally  before  the  Committee  generally  involved  tax  motivated 
leases  of  expensive  personal  property  such  as  ships  and  airplanes 
and  of  real  property  sale-leasebacks.  In  its  final  form,  however,  the 
bill  also  applies  to  what  generally  would  be  considered  ordinary 
leases  that  happened  to  involve  a  tax-exempt  entity.  The  Commit- 
tee recognized  that  this  sledgehammer  approach  would  not  work 
and  agreed  to  exempt  from  the  bill's  restrictions  most  leases  of 
high  tech  computer,  hospital  and  communications  equipment.  Due 
to  a  misunderstanding  in  the  conceptual  mark-up  of  the  bill,  the 
exclusion  for  high  tech  computer,  hospital  and  communications 
equipment  was  not  applied  to  leases  to  the  Federal  government. 
This  had  the  effect  of  eliminating  at  least  half  of  the  benefit  of  the 
amendment.  Because  of  the  problems  inherent  in  reopening  any 
section  of  a  package  as  complex  as  this,  the  amendment  was  not 
modified  in  the  final  approval  of  the  bill  to  reflect  my  original 
intent— that  the  exclusion  for  high  tech  computer,  hospital  and 
communications  equipment  apply  to  all  leases,  and  that  they  not 
be  restricted  in  the  case  of  leases  to  the  Federal  government.  The 
Chairman,  however,  understands  that  there  was  a  communications 
problem,  and  I  beleive  he  will  make  every  effort  to  deal  with  the 
problem  in  the  Conference  Committee 

The  bill  also  contains  a  title  dealing  with  miscellaneous  revenue 
provisions,  most  of  which  are  designed  to  deal  with  specific  prob- 
lems that  have  come  to  the  attention  of  the  Committee.  In  my  judg- 
ment, the  provisions  all  have  merit,  and  their  inclusion  is  not  ob- 
jectionable. However,  there  are  many  more  minor,  almost  technical 
provisions,  which  could  have,  and  probably  should  have,  been  in- 
cluded in  the  bill.  Some  of  these  deals  with  non-controversial,  no- 
revenue-impact  changes  in  the  Tax  Code,  while  others  deal  with 
provisions  which  will  expire  at  the  end  of  this  year.  The  Chairman 
has  indicated  that  there  will  be  more  hearings  within  the  next  few 
months.  I  hope  there  will  be  an  opportunity  to  enact  some  of  these 
miscellaneous  provisions  this  year. 
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A  non-tax  title  in  the  package  involves  an  attempt  by  the  Com- 
mittee to  meet  its  spending  reduction  obligations  under  the  budget 
resolution.  The  provision  involves  modifications  in  Medicare.  When 
the  Medicare  bill  was  brought  before  the  Committee,  it  originally 
contained  a  proposal  to  freeze  physician  charges  for  treatment  of 
Medicare  payments,  and  to  require  that  any  physician  who  was  af- 
filiated with  a  hospital  agree  to  take  all  Medicare  patients  that 
might  be  assigned  to  the  physician.  While  there  is  obviously  merit 
in  trying  to  reduce  physician  charges  under  Medicare  until  some 
form  of  cost  containment  similar  to  the  DRGs  used  for  hospitals 
can  be  applied  to  physician,  I  think  the  mandatory  assignment  pro- 
vision in  the  bill  was  the  wrong  way  to  go  about  it.  The  Committee 
was  wise  to  delete  the  mandatory  assignment  provision  from  the 
bill,  and  I  hope  that  the  provision  will  be  defeated  when  it  is  of- 
fered as  a  committee  amendment  on  the  House  floor. 

I  have  no  objection  to  the  three  changes  in  Trade  Adjustment  As- 
sistance in  the  bill.  One  of  them  relating  to  relocation  expense  is 
important  and  necessary. 

As  I  stated  earlier,  while  it  was  not  the  Committee's  main  intent 
to  raise  revenues  in  this  package,  some  revenue  will  be  raised. 
There  is  some  dispute,  however,  over  the  actual  amount.  The  tax- 
exempt  bond  title  of  the  bill  is  a  prime  example  of  this  problem. 
The  bill  assigns  a  several  billion  dollar  loss  to  the  mortgage  reve- 
nue bond  provisions  of  the  bill,  which  is  offset  by  the  restrictions 
placed  on  all  other  tax-exempt  bonds.  The  budget  baseline,  howev- 
er, should  have  reflected  the  extension  of  the  mortgage  revenue 
bond  program,  as  there  was  already  a  majority  of  the  House  spon- 
soring an  extension  when  the  budget  was  passed,  and  there  was  no 
doubt  that  the  mortgage  bond  program  would  be  extended. 

The  offsetting  pickup  of  revenues  from  the  other  restrictions  on 
tax-exempt  bonds  is  an  equally  suspicious  number.  The  only  hard 
data  the  Committee  had  on  which  to  base  its  projections  was  infor- 
mation gathered  for  the  first  half  of  this  year  under  the  reporting 
requirements  imposed  by  TEFRA.  Committee  Members  repeatedly 
noted  that  the  predicted  effects  of  the  restrictions  on  bond  activity 
were  highly  speculative.  The  new  restrictions  make  revenue  analy- 
sis pure  guess  work. 

At  least  two  amendments,  and  possibly  more,  will  be  in  order  on 
the  Floor  dealing  with  substantial  increases  in  taxes.  One  of  the 
amendments  would  raise  substantial  amounts  of  revenue  by  freez- 
ing most  of  the  future  tax  reductions  enacted  in  the  1981  Economic 
Recovery  Tax  Act.  While  the  most  popular  of  the  1981  provisions, 
the  increases  in  the  estate  tax  exemption,  indexing,  and  the  in- 
crease in  the  charitable  contributions  deduction,  have  been  main- 
tained, the  amendment  will  repeal  other  important  items  such  as 
the  reduction  of  the  maximum  estate  tax  rate,  the  increase  in  the 
exclusion  for  Americans  living  and  working  abroad,  and  the  15% 
interest  income  exclusion. 

The  other  major  amendment  is  designed  to  raise  over  $73  billion 
dollars.  It  will  do  so  by  taking  $20  billion  dollars  back  out  of  the 
tax  cut  given  to  the  American  people  last  July,  repealing  all  of  the 
tax  cuts  enacted  in  1981  that  have  not  taken  effect  except  for  in- 
dexing, increasing  taxes  on  capital  gains,  increasing  the  depreci- 
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ation  period  for  real  property,  eliminating  one-half  of  the  business 
entertainment  deduction,  and  others. 

This  country  is  not  undertaxed.  Most  American  do  not  want 
more  taxes.  They  want  deficits  reduced  by  cutting  federal  spending. 
Tax  increases  of  the  magnitude  proposed  could  have  the  disastrous 
result  of  stifling  our  recovery,  and  putting  the  country  back  into  a 
recession.  It  is  unfair  to  the  millions  of  Americans  who  have  re- 
cently returned  to  work  for  the  Congress  to  take  their  jobs  away  by 
sending  the  economy  back  into  a  recession.  Raising  taxes  is  always 
to  be  done  with  reluctance.  It  is  never  to  be  done  in  an  early  stage 
of  recovery.  All  amendments  which  would  increase  revenues  above 
those  in  H.R.  4170  should  be  resoundingly  defeated. 

This  bill  is  far  from  perfect,  but  it  makes  many  necessary 
changes  in  the  Tax  Code.  Some  of  the  provisions  make  me  uncom- 
fortable, but  the  bill  is  a  good  starting  point.  Without  it,  many  tax- 
payers (such  as  the  life  insuracnce  industry,  employees  receiving 
fringe  benefits,  Social  Security  Disability  recipients,  and  others) 
will  be  left  in  a  state  of  limbo.  There  will  be  an  opportunity  to  im- 
prove this  bill  in  the  Senate,  and  again  in  the  Conference  Commit- 
tee. If  the  bill  is  not  amended  to  the  Members'  satisfaction  after 
the  Conference  Committee,  that  would  be  an  appropriate  time  to 
vote  against  it.  H.R.  4170  as  it  now  stands,  however,  should  be  ap- 
proved, so  that  the  improving  process  can  continue. 

Bill  Frenzel. 


ADDITIONAL  SUPPLEMENTAL  VIEWS  OF  HON.  JAMES  G. 

MARTIN 

On  October  19,  the  Ways  and  Means  Committee  completed  action 
on  the  Medicare  portion  of  H.R.  4170.  At  that  time,  the  Committee 
defeated  in  an  18-15  vote  an  amendment  to  require  physicians  to 
accept  assignments  for  all  services  provided  to  Medicare  hospital 
inpatients. 

In  order  to  enforce  the  proposed  policy,  the  amendment  would 
have  mandated  that  hospitals,  participating  in  Medicare,  require 
all  physicians  providing  services  in  the  hospital  to  sign  an  agree- 
ment to  accept  assignment  as  a  condition  of  either  securing  or 
maintaining  admitting  privileges. 

Notwithstanding  Committee  rejection  of  the  proposal,  it  was 
agreed  to  allow  this  matter  to  be  brought  before  the  House  as  a 
Committee  amendment.  Certainly  this  is  an  unusual  procedure,  in 
view  of  the  Committee  vote  and  the  flawed  nature  of  the  proposal. 
In  closed  session,  even  its  advocates  likened  this  unprecedented 
compulsion  to  the  military  draft.  As  a  penalty  for  not  following 
orders,  a  physician  would  be  subject  to  6  months  in  jail,  a  fine  of 
up  to  $2,000  or  both. 

The  proponents  of  this  misguided  proposal  would  have  us  believe 
that  physicians  are  given  a  choice  under  its  all-or-nothing  ap- 
proach. For  many  physicians,  however,  this  so-called  choice  would 
be  deciding  whether  they  could  continue  to  practice  medicine  in 
some  hospitals,  particularly  those  which  serve  large  numbers  of 
Medicare  patients.  Other  physicians,  outraged  by  such  heavy- 
handed  government  action,  would  stop  accepting  Medicare  pa-- 
tients.  The  fact  is,  no  one  really  knows  what  might  happen  if  this 
proposal  were  to  become  law.  Certainly  the  potential  for  major  pro- 
gram disruption  and  confusion  is  all  too  real. 

As  a  member  of  the  Subcommittee  on  Health  of  the  Committee 
on  Ways  and  Means,  I  am  acutely  aware  of  the  financing  problems 
we  face  in  the  Medicare  program  and  I  do  not  question  the  good 
intentions  of  my  colleagues  who  seek  to  reduce  the  costs  of  the  pro- 
gram without  increasing  the  costs  to  the  beneficiaries.  I  share  their 
concern  and  that  is  why  I,  along  with  28  other  Members  of  the 
Committee,  rejected  a  proposal  to  place  a  temporary  freeze  on 
Medicare  payments  to  physicians. 

Although  the  mandatory  assignment  ''solution"  was  crafted  to 
avoid  a  shift  in  costs  as  a  result  of  the  freeze,  it  would  certainly  fail 
to  achieve  its  intended  purpose.  The  unintended  consequences  of 
imposing  involuntary  servitude  upon  medical  doctors  could  be  quite 
profoundly  severe.  If  a  government  can  impose  such  an  obligation 
upon  one  profession  to  deliver  services  under  threat  of  criminal 
penalties,  what  profession  will  be  next?  And  what  profession  ulti- 
mately would  remain  free? 

You  might  want  to  think  about  that  before  we  start  down  that 
road. 

Jim  Martin. 
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